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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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The  new 
□□  Series 
rem  /ILL* STEEL 

Attractive  comfortable 
quality  construction  and 

easy  on  the  budget. 
Handsomely  accented  m 
oval  tubular  chrome 
the  700  Series  is  a 
complete  line  of  seating 
with  models  available  for 
virtually  any  office 
•  requirement 
For  information  write: 
All-Steel  Inc  Box  871 
Aurora  Illinois.  60507 
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"When  small  men  begin 
to  cast  large  shadows 
it  is  a  sure  sign  that 
the  sun  is  setting" 


We  have  100,980  government  Reg- 
ulators (not  elected  but  appointed) 
who  have  issued  as  many  as  7,496 
Regulations  in  one  year  alone,  and 
many  of  these  edicts  carry  the  power- 
to  send  us  to  jail  if  we  don't  obey 
them.  The  Code  of  Federal  Regula- 
tions fills  60,000  pages,  in  38 
volumes— a  shelf  15  feet  long.  What 
business  or  individual  could  possibly 
jnderstand  or  live  up  to  them  all? 

A  recent  survey  shows  that  the 
government  issues  9,800  different 
orms  to  be  filled  out  by  business  and 
:he  public,  calling  for  556,000,000 
responses. 

No  wonder  we  have  inflation, 
deficits— and  disgust! 


WARNER  &  SWASEY 


Warner  &  Swasey's  G.  A.  Gray  subsidiary, 
Cincinnati,  Ohio,  has  developed  a  totally  new 
machine  tool  —  the  Vertical  Turning  System. 
A  versatile  high  production  machine  system, 
the  numerically  controlled  VTS  contours, 
bores,  faces,  turns,  threads  and  drills  parts 
up  to  42  inches  in  diameter,  21  inches  high. 
(Protective  guarding  removed  to  show 
machine  detail.) 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

c  1977  THE  WARNER  &  SWASEY  COMPANY      Executive  Ollices  11000  Cedar  Avenue,  Cleveland,  Ohio  44106 


Is  your  company's  money  being  held 
prisoner  by  a  rent  a  car  company? 

Locking  up  money  is  not  what 
a  smart  economist  means  by  "fiscal 
restraint!'  So  we  at  Avis  invented  a  ke 
to  unlock  it.  The  Wizard  of  Avis. 
Here's  how  it  works. 
Lots  of  other  car  rental 
companies  wait  until  the  end  of  th 
year  to  give  your  company  its 
volume  discount. 

Your  money,  in  other  words 
is  rebated  at  the  end  of  the 
contract.  This  rebate  can 
amount  to  as  much  as  $50,000  or  more  depending  on  your  volum 

We  at  Avis  believe  that  your  money  should  be  gathering 
interest.  Not  dust. 

So  our  Wizard  of  Avis  computer  factors  your  volume  discount 
into  the  rental  rate  at  the  time  of  every  transaction. 
The  result  is  obviously  better  cash  flow  for  you. 
This  same  concern  for  efficiency  that  drove  us  to  develop  our 
discount  program,  pushed  us  ahead  in  other  areas  too. 

Extra-fast  service  for  business  travelers  with  Wizard 
numbers,  and  a  choice  of  three  flexible  billing  plans  to  simplify 
accounting  and  clerical  work,  are  just  two  ways  in  which  Avis 
can  help  your  business  save  time  and  money. 

So  if  you're  tired  of  having  your  money  locked  up,  why  not 
call  Avis?  Putting  money  behind  bars  in  today's  economy  is  a  crime, 
For  details  about  our  programs  call  our  Director  of  Commercial  Sales  ai 
800-645-6070  or  write  him  at  Avis  Rent  A  Car  System, 
Inc.  at  900  Old  Country  Road,GardenCity,N.Y.  11530. 

©  Avis  Rent  A  Car  System,  Inc.  *  _ 

We  try  harder. 

*In  New  York  State,  call  516-222-3565.  Avis  rents  all  makes ...  features  cars  engineered  by  Chrysler. 


AVIS 
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THINKING  OF  BUYING  A  COMPUTER?  REMEMBER: 


NOBODY'S 
HUNGRIER 
THAN 

WANG. 


We  do  things  the  big  com- 
puter companies  won't. 

We  also  do  things  the  small 
computer  companies  can't. 

That's  our  style.  Aggressive 
to  be  sure,  but  intensely 
personal. 

Wang  won't  sell  you  a 
system  made  to  answer  gues- 
tions  you  don't  need  answered. 
No  company  can  atford  what  it 
can't  use. 

What  we  will  do  is  design 
a  small  computer  system  to  fit 
your  needs,  precisely. 

One  that's  ingeniously 
simple  to  operate.  One  that's 
efficient  and  economical. 


Hungry  to  know  more?  Mail 
this  coupon  to  Wang  Labora- 
tories, Inc.,  One  Industrial  Ave., 
Lowell,  MA  01851.  Or  call 
(617)851-4111. 


|  Wang  Laboratories,  Inc., 

'One  Industrial  Ave..  Lowell,  MA  01851 


I'm  hungry.  Send  me  information  on 
Wang's  small  computers. 

Name  

Title  


Com  pany  

Address  

City  State_ 

Zip  Phone  


DP60/F18 


AIG. 

Our  business 
is  developing  new  ways 
to  keep  your  business 
out  of  trouble. 


Directors  &  Officer's  Insurance. 
Kidnap  &  Ransom  Insurance.  Pension 
Trust.  SEC  Liability  Insurance.  Special 
Events  Coverage.  Product  Liability  Insur- 
ance. Multinational  Insurance.  AIG  Risk 
Management.  That's  just  the  beginning. 
And  the  end  isn't  yet  in  sight.  Our  job  is  not 
only  to  come  up  with  insurance  methods  to 
solve  your  traditional  business  problems,  but 
to  anticipate  the  problems  you're  going  to 
have  and  to  create  ways  to  handle  those 
just  as  effectively. 

What  is  AIG? 

American  International  Group  (AIG) 
is  made  up  of  over  70  separate  insurance 
organizations.  All  of  whom  deal  directly 
with  insurance  agents  or  brokers.  They  may 
be  as  specialized  as  AIG  Oil  Rig  Inc.  or  as 
all-encompassing  as  American  Home 
Assurance  Company.  Many  operate  in  the 
U.S.  like  National  Union  or  Commerce  and 
Industry.  Others,  like  AIU  insure  risks  every- 
where but  the  U.S.  Together  they 
offer  just  about  every  kind  of 
insurance,  for  every  kind  of  bus-  ( 
iness,  everywhere  in  the  world. 

Where  is  AIG  going? 

AIG  is  one  of  the  world's 
major  insurance  groups. 
Employing  14,000  people 
in  more  than  130  coun- 
tries and  jurisdictions 
around  the  world.  And 
generally  offering  the_. 
highest  capacities 
and  providing 
insurance  in 
categories 
many 
insurance 


Domestic  General 
Insurance  Gross 
Premiums. 

(Millions  of  Dollars) 


1975 


1974 


1973 


1972 


930 


775 


620 


465 


310 


155 


companies  are  unable  to  venture  into. 

In  the  United  States  alone,  AIG  com- 
panies wrote  more  than  $1,200,000,000  in 
gross  premiums  in  1976.  In  addition,  AIG  is 
the  largest  U.S.  insurance  group  doing 
business  overseas.  Selling  insurance  not 
only  at  the  local  level, 
but  creating  new 
and  innovative 
policies  for 
multinational  m 
companies.  We 
started  to  bring 
U.S.  insurance 
methods  to  the 
rest  of  the  world 
over  58  years  ago. 
So  today,  when  more 
and  more  companies 
are  doing  more  and 
more  business  in 

more  and  more  countries,  we  can  offer 
through  member  companies  like  AIU,  the 
expertise,  as  well  as  the  financial  capabilities, 
to  provide  adequate  and  effective  insurance. 

Where  to  find  out  more  about  us 

If  you're  interested  in  a  specific  type  of 
insurance,  or  AIG  in  general,  fill  in  the 
coupon  and  we'll  be  pleased  to  send  you  fur- 
ther information.  We  believe  that  the  more 
you  know  about  AIG,  the  better  it  is  for  you 
and  your  business. 

We  welcome  inquiries  from  any  li- 
censed agent  or  broker  You  don't  have  to  be 
a  regular  producer  to  place  business  with 
most  AIG  companies. 


^^^Jj^jJ"  American  IntErnarional  Group 
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Dept.  A,  102  Maiden  Lane,  New  York,  NY.  10005 
Please  send  me  more  information  about  the  following  policy: 

Name 


Title 


Phone 


Company 


Address 


City 


State 


Zip 


Management,  Inc.  •  American  Home  Assurance  Company  •  American  International  Life  Assurance  Company  of  New  York. 
International  Underwriters   •    Commerce  and  Industry  Insurance  Company  •  National  Union  Fire  Insurance  Company  I  i 


AIG  Risk 
American 

Pittsburgh,  Pa.  •  New  Hampshire  Insurance  Group 


North  American  Managers,  Inc.  M9k  Member  Companies  of 

rll"  American  International  Group 
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The  Crunch 

This  issue  of  Forbes,  our  30th  An- 
nual Report  on  American  Industry, 
was  produced  in  three  months  of  in- 
tensive effort — days,  nights,  week- 
ends— by  writers,  researchers,  edi- 
tors and  art  and  production  personnel 
who  also  were  putting  out  some  ol  the 
biggest  regular  issues  in  the  maga- 
zine s  history. 

A  good  deal  of  the  work  started 
long  before  that.  Statistical  Editor 
Robert  M.  Sterenson  and  his  crew 
work  virtually  year-round  to  generate 
the  figures  that  tell  the  story  of  the 
1,005  largest  publicly  held  corpora- 
tions included  in  this  issue. 

By  October,  Executive  Editor 
Dero  Saunders  (this  issue  is  his  17th 
Report,  the  last  two  of  which  he  di- 
rected) had  enough  figures  from  Ster- 
enson to  start  assigning  stories.  Usu- 
ally, one  writer-researcher  team  is 
assigned  to  one  industry,  but  Kath- 
leen Wiegner,  of  Forbes'  Los  Ange- 
les bureau,  and  Associate  Editor  Paul 
W.  Sturm  did  two  each  this  year.  "It's 
a  valuable  experience,  says  Sturm. 
"One  of  the  most  important  things 
about  Forbes  is  that  we're  mostly  all 
generalists;  there  are  no  'beats.'  By 
becoming  exposed  to  areas  you  may 
have  known  something  about  but  per- 
haps never  studied  in  detail,  you 
learn  all  kinds  of  things  you  didn't 
know  before  and  get  a  lot  of  ideas  for 
other  stories." 

This  spinoff  effect  starts  almost  im- 
mediately. The  trenchant  side-by-side 
interviews  with  U.S.  Steel  Chairman 
Edgar  Speer  and  Nippon  Steel  U.S.A. 
President  Hiroshi  Saito  in  our  Nov. 
15,  1977  issue,  for  example,  were 
spinoffs  from  research  on  the  steel 
industry  by  William  J.  Sehmickjr.  and 
Steven  Solomon,  an  annual  survey 
that  turned  into  a  breaking  story  as 
they  were  reporting  it.  So  was  the 
story  of  little  Carpenter  Technology 
(Dec.  15,  1977).  "It  was  incredible,' 
says  Schmick.  "It  was  really  a  new 
story-  every  day." 

Washington  bureau  reporter  Jean 
A.  Briggs  knew  a  good  deal  about 
forest  products  and  packaging  before 
she  tackled  that  group  this  year,  but 
she  still  turned  up  some  surprises. 
Says  Briggs:  "The  paper  industry  was 
in  even  worse  trouble  than  I  thought. 
But  one  very  bright  spot  in  exports  is 
high  alpha  dissolving  pulp,  where 
three  American  companies  have  the 
preeminent  technology.  That  makes 


the  export  picture  look  better  than  it 
really  is." 

Senior  Editor  Robert  J.  Flaherty 
had  a  unique  overview  in  writing  the 
texts  for  the  "Who's  Where"  eom- 
pany -to-company  and  industry-to-in- 
dustry Yardstick  comparisons.  Look- 
ing over  all  the  figures,  he  says,  "It 
was  striking  how  few  stocks  have  in- 
creased in  value  as  much  as  a  savings 
account  over  the  last  five  years.  It 
explains  a  lot  about  investor 
disillusionment." 

Editors  like  Flaherty  have  been 
through  the  Annual  Report  workout 
many  times.  For  others,  like  Cynthia 
Saltzman,  a  Stanford  M  B. A.  who 


joined  Forbes  in  September,  it  was 
brand  new.  Since  she  knew  some- 
thing about  the  food  and  drink  indus- 
try from  graduate  study  on  Olympia 
beer,  she  volunteered  for  that  job — 
her  first  story  for  Forbes. 

Staff  Writer  Harold  Seneker  s  60- 
company  Industrial  Equipment 
group  indicates  the  difficulties  in- 
volved. Seneker,  in  effect,  studied  60 
companies  in  detail.  "But  that  was 
only  the  first  problem,"  he  says.  "The 
second  was,  after  determining  that 
the  story  of  industrial  equipment  is 
largely  the  story  of  capital  spending, 
to  research  and  write  that  story  ." 

You'll  see  the  results  of  this  year's 
labors  beginning  on  page  33.  Among 
other  things,  they  reconfirm  that 
American  big  business  keeps  getting 
bigger;  average  sales  of  the  963  com- 
panies covered  last  y  ear  was  $1.5  bil- 
lion. This  year,  the  average  for  the 
1,005  covered  was  $1.6  billion.  Our 
list  grew  because  a  net  of  42  more 
companies  attained  the  S250-million 
revenues  that  qualified  them  for 
inclusion. 

Next  year?  Says  statistician  Steren- 
son: "We've  alreadv  started. "  ■ 
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High-tech  help 
in  Rhode  Island? 

Don't  listen  to  us. 
Listen 

to  Raytheon. 

Says  Raytheon  VP  and  J^mhbh     labor  training  Droerram.  convenient 

General  Manager  Martin:  "Rhode 
Island  has  all  the  high-tech  labor 
we  need  for  our  everyday  oper- 
ations. And  for  very  special  proj- 
ects? Brown,  Harvard,  MIT,  the 
University  of  Rhode  Island, 
Worcester  Tech  and  Yale  are  less 
than  two  hours  away. " 

High- technology  labor  and 
access  to  the  scientific  community 
are  crucial  to  Martin.  That's 
because  the  division  he  heads  — 
Raytheon's  Submarine  Signal  Divi- 
sion in  Portsmouth,  Rhode  Island 
—  is  an  advanced  R&D  leader  in 
underwater  acoustics  and  engi- 
neering, and  a  manufacturer  of 
sonar  components  and  highly 
classified  electronic  modules. 

Other  Rhode  Island  advan- 
tages? Again,  Ralph  Martin:  "High 

labor  productivity.  Low  labor  turn-     Island  based  divisions  of  General 
over  —  less  than  1% .  Low  taxes.        Dynamics  and  Metropolitan  Life.        aty  _ 
Good  schools,  good  housing,  good     They  talk  about  Rhode  Island's  Zip  Phone 

Rhode  Island.  We're  very  businessliked. 


living.  For  most  of  us,  the  plant 
is  only  a  short  drive  from  home. 
So  are  sailing,  ocean  beaches, 
concerts,  golf,  tennis,  antique 
hunting,  and  the  theater. " 

Martin  tells  you  more  about 
Rhode  Island  on  a  special  cassette 
tape  we'd  like  to  send  you.  The 
tape  also  includes  conversations 
with  top  executives  from  Rhode 


location  for  regional  or  home 
offices,  funding,  and  lots  of  other 
things  that  businessmen  like 
about  us.  For  your  tape,  write  or 
phone  Gordon  Byrd,  Director, 
Rhode  Island  Dept.  of  Economic 
Development,  One  Weybosset 
Hill,  Providence, 
RI 02903. 
Area  Code  401 

277-2601.      j£  Z&W  / 


I'd  like  to  hear 
why  RI  is  so 
businessliked.  Please  send  the 
taped  comments  by  those  top  execs,  plus 
other  helpful  information. 


Name_ 


Title . 


Company  - 


.  Industry  - 


e 3400  copier.  For  small  jobs. 


,  medium  and  large  jobs. 


Xerox  introduces 
something  for  everyone. 


Xerox  doesn't  think  you  should  have 
to  live  with  more  copier  than  you  want. 
Or  settle  for  less  copier  than  you  need. 

That's  why  we're  introducing  three 
new  copiers  and  duplicators. 

If  you  don't  do  a  lot  of  copying,  but 
you  do  a  lot  of  hand  collating,  you  can 
now  get  the  Xerox  3400. 

A  small  copier  with  a  document  handler 
and  a  built-in  sorter  that  can  save  you  a 
lot  of  time  and  effort. 

If  you  do  quite  a  bit  of  copying,  we 
recommend  the  Xerox  5400. 

A  copier/duplicator  that  comes  with 
automatic  two-sided  copying,  a  bi- 


directional sorter,  a  document  handler, 
even  a  built-in  microcomputer  that  tells 
you  how  to  correct  minor  problems  your- 
self. Saving  you  paper,  time  and  money. 

But  if  you  do  a  lot  of  copying,  we 
offer  the  Xerox  9400  duplicator. 

It  can  collate  a  virtually  limitless 
number  of  sets,  has  an  automatic  document 
handler  that  holds  up  to  200  originals, 
a  self-diagnostic  system,  and  best  of  all, 
automatic  two-sided  copying  at  the 
incredible  rate  of  two  pages  a  second. 

Who  says  you  can't  please  everyone? 


XEROX 


XEROX®.  3400,  5400  and  9400  are  trademarks  of  XEROX  CORPORATION 


Available  in  selected  cities  throughout  the 


Trends 


Edited  by  JOHN  A.  CONWAY 


Crowded  Screen:  Columbia's  Encounters  fights  to  oust  Star  Wars'  Vader  (below). 


The  War  Of  The  Worlds 

Close  Encounters  of  the  Tliirrf  Kirn!, 
the  $22-million  supermovie  that  Colum- 
bia Pictures  hopes  will  do  for  it — and  its 
stock — what  Star  Wars  did  for  Twenti- 
eth Century-Fox,  is  running  into  an  un- 
usual show-biz  problem.  Although  En- 
counters has  just  opened  to  record 
grosses  ($1.4  million  during  its  first  week 
in  259  theaters),  it  has  found  itself  un- 
welcome in  some  of  the  top  houses  it 
wanted,  because  Star  Wars  (which 
opened  last  summer)  is  still  playing.  In 
some  cases,  the  theaters  had  signed  up 
for  the  Columbia  sci-fi  epic  but,  with  the 
Fox  entry  still  packing  the  house,  were 
unwilling  to  force  out  a  good  thing.  Co- 
lumbia has  now  started  to  take  exhibitors 
to  court  to  force  open  the  projection 
booths  for  its  movie,  with  mixed  results. 
It  won  a  case  in  San  Francisco  but  lost  in 
two  other  efforts,  one  in  Arizona,  the 
other  in  Oregon.  Columbia  has  reason  to 
call  in  the  lawyers.  Star  Wars  is  expect- 
ed to  gross  at  least  $200  million. 

Back  To  Barter 

Barter,  perhaps  the  oldest  trading 
scheme  known  to  man,  is  getting  a  pitch 
in  Washington  as  a  new  way  to  do  busi- 
ness with  the  oil-and-money-heavy 
OPEC  countries.  The  idea  involves  sell- 
ing plants,  equipment  and  technology  to 
OPEC  customers  and  accepting  pay- 
ment in  crude  oil  rather  than  cash.  The 
U.S.  supplier  at  the  same  time  would 
sign  a  parallel  contract  committing  the 
federal  government  to  buy  the  oil  for  the 
Stragetic  Petroleum  Reserve.  (The  SPR 
now  has  about  5.7  million  barrels  of 
crude  in  storage  as  embargo  insurance 
and  a  goal  of  1  billion  barrels  before 
1985.)  The  advantage  to  the  U.S.  compa- 
nies that  might  get  involved  would  be,  of 
course,  export  sales.  The  plus  for  Uncle 
Sam  apparently  would  be  that  the  dollars 
involved  would  be  spent  in  the  U.S.  and 
have  no  effect  on  the  balance  of  pay- 
ments. Promoters  of  the  barter  scheme 


have  already  discussed  it  with  the  Com- 
merce Department  in  talks  with  Frank 
Weil,  assistant  secretary  for  industry  and 
trade,  and  reportedly  have  also  put  it  to 
the  Department  of  Energy,  which  runs 
the  Strategic  Petroleum  Reserve. 

Bucks  For  Bulls 

Despite  stock  market  skids  and  the 
disappearance  of  the  good  old  days  of  fat, 
fixed  commissions,  things  are  looking  up 
for  Wall  Street's  salesmen.  Merrill 
Lynch,  biggest  firm  on  The  Street,  has 
boosted  the  pay  of  its  registered  repre- 
sentatives by  25%.  The  reason  behind 
the  move  was  that  to  keep  all  those  bulls 
racing  across  the  TV  screens,  the  big 
brokerage  house  had  been  keeping  its 
paychecks  lean.  "We  were  losing  some 
good  people,"  a  Merrill  Lynch  official 
explained.  "We  feel  we  offer  our  guys  a 
little  more  backing  in  research  and  sales 
than  many  other  houses,  but  it's  the 
bucks  the  guys  are  looking  for."  Other 
big  brokerage  houses,  in  turn,  are  mov- 
ing to  match  Merrill  Lynch's  new,  fatter 
meal  tickets. 

Soldier's  Pay 

President  Carter's  blue-ribbon  Com- 
mission on  Military  Compensation  is  se- 
riously considering  some  ideas  that  could 
drastically  redraw  armed  forces  payrolls 
and  which  have  already  drawn  stiff  oppo- 
sition from  the  Pentagon.  The  proposals 
would  do  away  with  the  traditional 
allowances  for  housing  and  subsistence 


and  make  them  part  of  a  serviceman's 
salary.  The  military  objection  is  that  this 
would  drive  pay  scales  through  the  Pen- 
tagon roof  because,  to  maintain  present 
pay  levels,  salaries  would  have  to  go  up 
to  take  care  of  the  canceled  allowances 
and  then  up  still  higher  to  offset  the 
added  income  tax  servicemen  would 
have  to  pay.  In  addition,  the  brass  argue, 
stripping  the  services  of  their  allowances 
would  remove  their  elite  quality,  which 
the  Pentagon  considers  a  vital  part  of 
military  morale.  The  commission's  rec- 
ommendations, due  in  March,  must  first 
win  presidential  approval  and  then  face 
the  critical — and  sensitive — eye  of  an 
election-year  Congress. 

Dreaming  In  Dallas 

Texans  have  a  way  of  making  good 
their  boasts,  but  those  recent  claims  by 
some  Dallas  advertising  men  that  their 
city  was  the  coming  power  center  of  the 
business  may  prove  too  tall,  even  for  the 
Lone  Star  state.  By  all  signs,  New  York's 
Madison  Avenue  will  remain  the  center 
of  the  ad  universe.  Major  Big  Apple 
agencies  now  take  in  $1.6  billion  in  rev- 
enues annually.  Chicago,  ever  the  Sec- 
ond City,  earns  $117  million  a  year;  auto- 
mobile ads  make  Detroit  third.  After 
that,  it's  a  horse  race,  with  Dallas  sixth, 
after  Pittsburgh  and  Minneapolis.  The 
problem,  it  seems,  lies  in  the  ability  to 
attract  the  creative  types  who  staff  the 
advertising  business.  One  top  New  York 
agency  executive  grants  that  the  South 
and  Southwest  are  indeed  becoming  ma- 
jor advertising  centers,  but  thinks  they 
will  lose  out  in  the  competition  for  the 
top  creative  hands.  As  a  clue,  he  points 
out  that  Los  Angeles  and  San  Francisco 
once  felt  like  Dallas  but  never  made  it. 

When  Buyers  Become  Sellers 

U.S.  and  European  steelmakers  fight- 
ing to  stem  the  imports  that  are  flooding 
their  markets  have  seen  only  the  begin- 
ning. Developing  countries  in  the  Free 
World  are  rapidly  expanding  their  own 
steel  facilities  and  adding  to  global  over- 
capacity. In  1976  these  countries  pro- 
duced 44  million  tons  of  steel.  By  1980 
they  will  be  pouring  60  million  tons  and 
by  1985,  105  million  tons.  Their  share  of 
worldwide  capacity — excluding  the  Sovi- 
et bloc — will  rise  from  the  present  7%  to 
15%  in  1985.  That  year,  it  is  estimated, 
Brazil,  Venezuela,  Mexico,  South  Korea 
and  India  alone  will  be  exporting  10 
million  tons  of  steel  annually.  While  all 
the  established  steelmakers  will  feel  the 
impact,  the  hardest  hit  will  be  the  Japa- 
nese. Half  of  Japan's  steel  exports  now  go 
to  these  developing  nations. 
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What  is 
Gannett  doing  all 
over  the  map? 


Delivering  good  newspapers.  And  good  results. 
On  Elm  Street. 

Delivering  good  results  to  almost  three  million 
reader  families  of  73  hometown  newspapers.  Each  as 
different  as  the  community  it  serves  in  such  states  as 
New  York,  New  Jersey  and  Nevada,  in  Illinois,  Indiana 
and  Idaho,  in  Texas  and  Tennessee,  in  Washington 
and  West  Virginia. 
On  Main  Street. 

Delivering  good  results  for  advertisers  in  markets 
spread  over  28  states  and  across  the  Pacific  to  Guam. 
Reaching  consumers  from  California  to  Florida  to 
Hawaii,  from  Michigan  to  Minnesota  to  Missouri,  from 
Ohio  to  Oklahoma  to  Oregon. 
On  Wall  Street. 

Delivering  good  results  to  more  than  8,000  stock- 
holders representing  every  state  in  the 
Union.  Achieving  40  consecutive  quarters 
of  net  earnings  gains  in  its  10 
years  as  a  publicly-held  com- 
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pany.  Growing  since  1967  in' annual  revenues  from 
$160  million  to  more  than  $550  million,  in  earnings 
per  share  from  55  cents  to  $2.22,  in  dividends  from 
22  cents  per  share  to  $1.20,  in  newspapers  from  28 
dailies  to  73  in  such  states  as  Arizona,  Colorado, 
Iowa,  Louisiana,  Nebraska,  New  Mexico,  Pennsyl- 
vania, South  Dakota  and  Vermont. 

On  streets  all  over  the  map. 

Delivering  good  results  with  professional  local  edi- 
tors and  publishers,  strong  groupwide  resources  and 
total  commitment  to  hometown  newspapers  that  are 
independent,  indispensable  and  worthy  of  investment 
for  readers  on  Elm  Street,  advertisers  on  Main  Street, 
shareholders  on  Wall  Street. 

All  over  the  map,  Gannett  is  getting  bigger  and  still 
better  at  delivering  the  good  results  of  a  free  press 
and  free  enterprise. 

To  learn  more  about  the  exciting  responsibilities 
and  rewards  of  America's  Newspapers,  write  for  a  free 
copy  of  "Newspapers:  Your  Freedom  Wrapper,"  care 
of  Director  of  Information,  Gannett  Co.,  Inc.,  Roches- 
ter, New  York  14604. 
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The  energy  industry  knows  us 

and  our  corrosion  resistant  products. 

The  automotive  industry  knows  us 

and  our  pollution  and  energy  reduction  produ-ts. 

The  marine  industry  knows  us 
and  our  high  performance  products. 

We'd  like  you  to  know  us, 


Revenues,  earnings,  and  earnings  per  s 
have  increased  in  each  of  the  past  five 
years  from  $74,072,000.,  $851,000.,  a 
$.39  in  1973  to  $177,584,000., 
$3,805,000.,  and  $1.50  in  1977. 

On  December  8th  we  declared  our 
55th  consecutive  quarterly  cash 
dividend,  and  a  5%  stock 
dividend  payable  January  31,1978 

This  brings  our  stock 
dividend  distribution  to 
70%  since  1965. 

To  know  us  better,  please 
write  for  our  annual  report 
and  company  profile. 
Grow  Chemical  Corp. , 
345  Rark  Ave.,  New  York, 
N.Y.  10022. 


hare 
nd 


Grow 
Chemical 

Leaders  in  the  New  Technology 


i  YOUR  COMPANY'S 

1  PERMA  PLAQUE 

...FREE! 

2  Send  us  any  award  or  certificate  used 
i  by  your  organization.  We'll  Perma 
J  Plaque  it  for  you  'ree  ...  and  even 
I  hand-engross  a  name  and  date! 
i  We  want  you  to  see  how  effectively  a 
J  Perma  Plaque  can  motivate  your  peo- 
i  pie.  It  is  handsome.  It  preserves  your 
J  prized  document  forever.  It  does  your 
i  company  proud! 

I  (If  you  do  not  yet  have  an  award  pro- 

■  gram,  our  complete  Design  Service  can 
i  create  a  document  for  you.) 
i  Send  for  your  FREE  Demonstration 

■  Perma  Plaque  today.  Write  us  on  your 
i  company  letterhead.  Enclose  this  ad, 

■  your  document,  and  give  the  name  and 
a  date  to  be  inscribed.  No  personal  doc- 

■  uments,  please. 

PERMA  PLAQUE 

J  7251  Varna  Ave.,  N.  Hollywood,  CA  91 605 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent  i 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

|  To  order  Forbes,  enter  your  address 

|  on  this  form  and  check  the  sub- 

j  scription  you  prefer.  □  1  year  $18.00  I 

j  □  3  years  $36.00  (the  equivalent  of 

|  one  year  free). 

|  Pan-American   and   Caribbean  or-  I 

|  ders,  add  $5  a  year;  other  foreign, 

|  add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


j    State  Zip  I 

F-4826  | 

I  1 


See  Tom  Run 

Thomas  Hoving  may  be  ending  his 
stormy  ten-year  tenure  as  director  of 
New  York's  prestigious  Metropolitan 
Museum,  but  the  art  world  will  still  be 
hearing  plenty  from  him.  (A  clue  to  the 
pace  Hoving  set  at  the  Met:  The  muse- 
um's trustees  have  decided  it  will  take 
two  men  to  replace  him,  a  full-time 
president  as  administrator  and  fund-rais- 
er, and  a  director  to  run  the  purely  art 
functions.)  Hoving  is  now  setting  up  two 
new  companies,  one  to  manufacture  re- 
productions of  antique  jewelry  and  other 
art  objects,  the  second  to  advise  muse- 
ums on  everything  from  hiring  personnel 
to  acquiring  and  exhibiting  art.  (Nothing 
has  been  signed,  but  the  Met  itself  could 
turn  out  to  be  a  Hoving  client.)  In  his 
spare  time,  he  is  also  writing  two  books. 
He  will  give  no  details  because  his  agent 
is  still  dickering  with  publishers  but,  not 
surprisingly,  he  says  both  will  be  about 
the  art  world. 

Hands  Across  The  Yellow  Sea 

A  planned  $10-billion  trading  deal  be- 
tween China  and  Japan  has  hit  a  snag 
over,  of  all  things,  interest  rates.  The 
Japanese  want  a  minimum  of  7%  on  the 
financing;  the  super-Marxists  are  holding 
out  for  6%  to  6Vfe%.  Under  the  plan, 
Japan  would  provide  industrial  plants  for 
Peking,  including  a  $3-billion,  6-million- 
ton-a-year  ste*el  mill,  plus  factories  to 
produce  color  TV  sets,  integrated  cir- 
cuits, copper,  synthetic  leather  and  fer- 
tilizer. In  exchange,  the  Chinese  will 
suppy  coal  and  oil.  Japan  now  imports 
about  49  million  barrels  of  oil  a  year  from 
China.  The  new  deal  would  raise  that  to 
105  million  barrels  by  1982  and  perhaps 
more  in  the  years  immediately  after. 

The  Shadow  Of  The  Shah 

A  cloud  has  appeared  on  the  horizon  for 
the  F-16  fighter  plane.  Two  years  ago, 
General  Dynamics  and  four  NATO  mem- 
bers—Belgium, Denmark,  Norway  and 
the  Netherlands — teamed  up  to  copro- 
duce  almost  1,000  of  the  planes,  348  for 
the  European  partners,  650  for  the  U.S. 
Air  Force  (which  later  announced  plans  to 
buy  an  additional  678).  Israel,  Spain, 
Turkey  and  Iran  also  wanted  them,  and 
the  Pentagon  has  forecast  a  global  market 
of  $15  billion  for  the  F-16.  It  is  the  Shall  of 
Iran's  interest — he  wants  300 — that  could 
cause  trouble.  Norway,  one  of  the  four 
NATO  partners  committed  to  the  F-16,  is 
reported  as  having  second  thoughts.  The 
Norwegians  are  no  admirers  of  the  Shah 
and  are  not  happy  about  being  part  of  an 
operation  that  will  supply  jet  fighters  for 
his  air  force.  ■ 
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Grandchild  Life  Insurance 


Introducing  the  first  life  insurance  policy  that 
can  grow  along  with  your  grandchild,  through 
investments  primarily  in  the  stock  market. 

The  name  of  this  new  kind  of  protection 
is  Variable  Life  Insurance.  But  since  it's 
designed  for  the  future,  and  your  grandchild 
can  benefit  from  it,  you  might  call  it  "grand- 
child life  insurance!'  It's  available  only  through 
Equitable  Variable  Life  Insurance  Company  — 
EVLICO  — a  wholly  owned  subsidiary  of 
The  Equitable  Life  Assurance  Society  of  the 
United  States. 

Here's  how  it  works:  the  funds  supporting 
the  policy  are  invested  in  a  Separate  Account 
managed  by  the  professional  investment 
staff  of  The  Equitable.  The  insurance  cover- 
age on  your  grandchild  increases  or  decreases , 
depending  on  the  performance  of  the 
Account.  But  the  policy  always  guarantees 
at  least  the  amount  of  insurance  protection 
you  bought. 

Also,  if  you  include  an  Option  to  Purchase 
Additional  Insurance,  when  your  grandchild 
is  between  the  ages  of  25  and  40,  up  to 
$300,000  more  coverage  can  be  purchased  — 
regardless  of  his  or  her  health  at  that  time. 

The  cash  value  of  the  policy  also  increases 
or  decreases,  depending  on  the  Account's 
performance,  but  there  is  no  guaranteed 
minimum. 

Remember,  too,  that  the  low  premium 
you  pay  now,  because  of  your  grandchild's 
youth,  never  changes  — even  if  he  or  she 


decides  to  take  over  the  payments  later  on. 

For  more  information  about  the  Separate 
Account  and  our  "grandchild life  insurance" 
policy,  including  charges  and  expenses, 
obtain  a  prospectus  by  mailing  the  coupon, 
or  calling  toll-free:  tn  New  York  City,  Southern 
Westchester  and  Western  Nassau  County: 
212-541-6730  •  New  York  State:  800-442-5880 
•  All  other  areas:  800-223-6646. 

Head  the  prospectus  carefully  before 
you  purchase  a  policy 

Available  only  through  EVLICO  — 

a  wholly  owned  subsidiary  of  The  Equitable. 

^flAILTO:  F3 

I  Equitable  Variable  Life  Insurance  Co. 

■  Marketing  Division  — T/L-43 

I  1285  Avenue  of  the  Americas,  New  York,  New  York  10019 

_  Please  send  me  more  information,  including  a  prospectus,  ■ 

|  on  Equitable  Variable  Life  Insurance. 

I  Name   I 

'  Phone   1 

_  Address   _ 

■  City  State  Zip   ■ 

I    Equitable  j 

VARIABLE  LIFE  INSURANCE  COMPANY 

|^  <|  EVLICO  J 

©  1977  Equitable  Variable  Life  Ins.  Co.,  N  Y,  N.Y.  10019  VM-087 


These  policies  are  available  only  in  those  jurisdictions  which  permit  the  sale  of  Vanable  Life  Insurance. 


LOOK  TO 

FLORIDA 

as  the  site  for  your 
regional,  corporate 
or  administrative 
headquarters 


Many  others  have,  and 
for  very  good  reasons! 

•  Highly  skilled  labor 
pool 

•  Sophisticated 
multi-faceted 
transportation  and 
communications 
systems 

•  Excellent  educational 
facilities 

•  Ready  air  access  to 
Europe  and  Latin 
America 

•  Positive  pro-business 
attitude 

•  The  Sunshine  State's 
climate  and  living 
conditions 

•  Availability  of  suitable 
executive  housing 
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A  completed  fact-finding 
study  is  available  outlining 
the  major  considerations 
for  bringing  your  company 
to  Florida. 

To  get  your  copy,  write  or  call: 
Joe  Hennessy,  Director 
Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W  Gaines  Street.  Room  773H 
Tallahassee,  Florida  32304 
(904)  488-5507 


Follow-through 


Treasure  Seeker:  The  underwater  ore-hunting  ship  Deepsea  Miner  II  at  sea. 


l?MM»Slia 

THE  PLACE  TO  BE 


Down  To  The  Sea  In  Money 

How  close  to  fulfillment  is  the  dream 
of  mining  the  mineral  treasures  of  the 
ocean?  The  Jan.  1,  1977  Forbes  report- 
ed that  Deepsea  Miner  II,  a  converted 
German  ore  carrier,  was  in  "the  final 
stages"  of  preparation  and  that  the  three 
companies  backing  it — Tenneco,  U.S. 
Steel  and  Belgium's  Union  Miniere — 
hoped  to  go  commercial  "by  1980.'' 

Deepsea  Ventures,  Inc.  of  Gloucester 
Point,  Va.,  operators  of  the  Deepsea 
Miner  II,  has  put  the  ship  to  sea — but  it 
is  a  long  way  from  port.  Test  dredging  is 
under  way  at  depths  of  16,000  feet  in  the 
company's  Pacific  Ocean  "claim,"  1,200 
miles  southwest  of  San  Diego,  and  the 
ship  is  headed  into  its  next  phase,  dredg- 
ing for  seafloor  manganese  nodules  at 
20%  of  its  planned  capacity.  The  date  of 
full-scale  commercial  mining,  however, 
has  slipped.  Instead  of  "by  1980,"  ac- 
cording to  James  Victory,  director  of  ma- 
terials for  Deepsea  Ventures,  the  goal  is 
now  "the  early  1980s." 

Deepsea  Miner  li  s  real  problem  may 
prove  to  be  not  the  sea,  nor  the  world- 
wide wrangling  over  who  owns  the  ocean 
floor,  but  just  plain  money.  Tenneco 
spent  $20  million  on  the  original  re- 
search and  then  teamed  up  with  Big 
Steel  and  Union  Miniere  to  finish  the 
job.  Three  years  and  $40  million  later, 
Tenneco  dropped  out  and  a  new  triumvi- 
rate— U.S.  Steel,  Union  Miniere  and 
Sun  Co. — took  over.  Will  there  be  more 
dropouts?  The  final  cost  could  run  as 
much  as  $500  million  to  $700  million. 

Half  Right 

When  Forbes  (Nov.  1,  1976)  reported 
on  the  fortunes  of  Frederic  and  Bronson 
Ingram  and  their  billion-dollar,  privately 
owned  Ingram  Corp.  (barge  lines,  oil 
brokerage,  etc.),  only  one  cloud  was  on 


the  brothers  horizon.  A  federal  grand 
jury  had  indicted  them  on  bribery 
charges  in  connection  with  a  $48-million 
Chicago  sludge-hauling  contract.  Unper- 
turbed, Fritz  Ingram  shrugged  off  the 
matter,  expressing  confidence  that  he 
and  his  brother  would  be  cleared. 

Fritz  Ingram,  it  turns  out,  was  half 
right.  His  brother,  Bronson,  was  acquit- 
ted, but  Fritz  was  convicted  and  sen- 
tenced to  four  years  in  prison.  He  will 
appeal  the  verdict. 

Rocky  Mountain  High 

Harold  J.  Haynes,  chairman  of  Stan- 
dard Oil  of  California,  a  year  ago  termed 
the  Bocky  Mountain  oil  exploration  by 
SoCal's  Chevron  subsidiary,  "one  of  our 
most  promising"  (Forbes  Dec.  15, 
1976).  Another  major,  Amoco,  the  Stan- 
dard Oil  of  Indiana  subsidiary,  had  an 
option  on  7.4  million  acres  of  Union 
Pacific  right-of-way,  including  this  same 
"overthrust"  formation  that  straddles  the 
boundaries  of  Idaho,  Montana,  Wyo- 
ming and  Utah.  Along  with  these  two 
majors  (and  others),  scores  of  indepen- 
dent wildcatters  were  swarming  over  the 
rugged  country. 

This  Bocky  Mountain  oil  fever  had  set 
in  soon  after  the  1973  oil  embargo. 
OPEC's  crude  prices  of  $12  a  barrel 
provided  an  imperative  to  move  into 
areas  that  were  ignored  when  oil  could 
be  had  at  $3.  The  drillers  are  still  pound- 
ing away  at  the  overthrust,  and  while  the 
full  dimensions  of  their  finds  are  still  not 
finally  mapped,  they  are  convinced  their 
efforts  will  pay  off  handsomely. 

Union  Pacific's  top  brass,  Chairman 
James  Evans  and  President  William 
Cook,  summed  up  what  the  overthrust 
had  meant  to  their  company.  During  its 
eight-year  pact  with  Amoco — probably 
the  biggest  such  deal  in  history — UP 
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Free.  How  to  get  a  grip  on  your 
business  travel  problems 
before  they  get  out  of  hand. 


Getting  key  people  where 
they're  needed,  when  they're 
needed,  at  a  reasonable  cost, 
is  a  problem  your  company 
faces  every  day. 

And  it's  getting  worse. 
But  there  is  something 
you  can  do. 

You  can  get  your  hands  on  one  of  the  most  interesting,  informa- 
tive, and  downright  provocative  kits  ever  put  together  on  the  subject 
of  business  travel. 

It's  the  Beechcraft  Business  Flying  Kit  and  it's  free.  All  you 
have  to  do  is  ask  for  it. 

But  don't  expect  just  another  pretty  piece  of  sales  literature. 

Instead,  it's  a  hard-hitting,  concise,  and  easy-to-read  business- 
man's kit  designed  for  one  purpose.  To  help  you  make  an  initial  eval- 
uation of  whether  or  not  a  company  airplane  can  solve  your  business 
travel  problems.  In  terms  of  time  savings,  expanded  market  coverage, 
and  overall  cost  efficiency. 

And  it  promises  you  straightforward  answers  to  your  most  im- 
portant questions  about  owning  and  operating  a  company  airplane. 
How  do  you  determine  the  need  for  one?  What  size  should  it  be?  Who 
will  fly  it? 

The  kit  even  helps  you  determine  the  actual  net  capital  cost  to 
your  company  of  owning  a  business  airplane,  like  the  Beechcraft 
Baron  58TC  shown  here. 

The  comprehensive  Beechcraft  Business  Flying  Kit.  Having  it 
in  your  hand  can  be  the  best  way  to  keep  business  travel  problems 
from  getting  out  of  hand. 

Send  for  it. 


Get  the  kit  that  has  already  shown  hundreds  of  com- 
panies how  to  control  their  travel  costs.  Write  on  your 
company  letterhead  to:  Beech  Aircraft  Corporation, 
Dept.  K,  Wichita,  Kansas  67201.  Ask  for  our  free  Beech- 
craft Business  Flying  Kit,  and  please  mention  if  you're 
a  pilot.  If  you'd  rather  call,  make  it  collect  and  ask  for 
Art  Cross.  316-681-7080. 


Member  of  General  Aviation  Manufacturers  Association 


The  Bee  chcraft  Baron  58TC.  A  big. 
comfortable  6-seat  aircraft  that  travel* 

over  280  mph,  and  can  carry  1,000 
pounds  of  people  or  cargo  nonstop  to 
destinations  1,000  miles  a\ay. 


Ifs 

never 

out  of 
place 


The  Norelco  UltraSlim  Executive  Notetaker.  It  fits  the  way 
you  work  today  just  the  way  it  fits  your  pocket,  It  feels 
like  you  re  holding  a  piece  of  the  future  in  the  palm  of 
your  hand.  It's  always  ready  to  work  whenever  you  work 
...wherever you  Work.  Norelco.  We  keep  bringing  you 
tomorrow's  business  equipment  today. 


Philips  Business  Systems,  Inc. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 


ftlorelco  175  Froehlich  Farm  Boulevard .  Woodbury.  New  York  11797 
Send  me  complete  information  on  the  Norelco  UltraSlim 


Name. 


.Phone- 


Organization- 
Address  


City/State- 
F-178-NT 


_Zip_ 


1977.  Philips  Business  Systems,  Inc  H 


Follow-through 


had  collected  $80  million  in  rights  and 
royalties.  When  the  pact  expired  last 
Novemher,  UP  got  hack  the  mineral 
rights  to  almost  5  million  of  its  acres, 
plus  bales  of  drilling  data.  UP  had  also 
kept  a  100%  working  interest  in  a  quar- 
ter of  each  640-acre  section  the  drillers 
worked,  plus  a  15%  royalty  stake  in  the 
rest.  The  result:  Its  oil  and  gas  subsid- 
iary, Champlin,  is  getting  4,200  barrels 
a  day  through  production  and  royalties, 
and  Evans  and  Cook  expect  this  to  rise 
"substantially." 

Amoco  and  the  small  army  of  indepen- 
dents working  with  it  spent  over  $255 
million  hunting  Rocky  Mountain  oil  dur- 
ing the  eight  years  of  the  UP  agreement, 
$80  million  in  the  overthrust.  During 
that  time,  they  drilled  1,674  wildcats, 
342  of  which  proved  to  be  discovery 
wells.  Seventy-nine  were  in  the  over- 
thrust  and  produced  seven  discoveries. 
Both  the  overall  score  (20%)  and  the 
record  in  the  overthrust  (9%)  rate  as 
"darn  good"  to  James  West,  news  editor 
of  the  Oil  and  Gas  Journal.  The  end  of 
the  pact  with  UP  leaves  Amoco  and  its 
allies  with  leases  on  about  2.5  million  UP 
acres,  415,000  in  the  overthrust  belt. 
And  as  an  indication  of  the  still-booming 
interest  in  the  area,  UP  says  it  got  52 
requests  for  new  drilling  on  the  day  be- 
fore the  eight-year  agreement  expired. 

Chevron,  the  SoCal  subsidiary,  shares 
the  wealth  with  Amoco.  It  owns  50%  of 
the  latter's  discovery  at  Ryckman  Creek 
in  Wyoming,  plus  a  spread  of  its  own  at 
Painter  Reservoir,  eight  miles  to  the 
south.  With  three  wells  proved  out, 
Chevron  is  convinced  that  Chairman 
Haynes'  optimism  of  1976  has  been 
borne  out,  and  an  official  calls  the  whole 
overthrust  operation  "very  attractive." 

The  U.S.  Geological  Survey  is  also 
taking  a  rosier  view.  A  year  ago,  the 
federal  experts'  latest  published  opinion 
was  that  the  overthrust  area — a  100-mil- 
lion-year-old  nightmare  of  wildly  tum- 
bled layers  of  mountain — held  no  oil  at 
all.  The  latest  USGS  figures  rate  Ryck- 
man Creek's  recoverable  reserves  at  60 
million  barrels  of  oil  and  condensate, 
plus  200  billion  cubic  feet  of  gas.  Pine- 
view  Field,  across  the  border  in  Utah,  is 
rated  at  100  million  barrels  of  oil  and  100 
billion  cubic  feet  of  gas. 

Forbes'  headline  in  1976  asked  wheth- 
er the  rush  to  the  Rockies  was  "Bonanza 
or  Ballyhoo?"  Enthusiastic  oil  analyst 
Geoffrey  Hertel  of  Houston's  Rotan 
Mosle  brokerage  house  says  it  could  take 
another  four  years  to  really  know  "what  is 
out  there,"  but  he  still  thinks  the  poten- 
tial is  high.  The  overthrust  obviously  is 
more  than  ballyhoo;  the  question  remain- 
ing is  how  big  is  the  bonanza.  ■ 
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The  preservation  of  capital 
is  doubly  important  when  the  capital 
belongs  to  someone  else. 


Business  managers,  attor- 
neys, and  trust  advisors 
charged  with  preserving 
client  capital  should  find  in 
Fidelity  Limited  Term  Munic- 
ipals a  welcome  relief  from 
the  anxieties  attendant  to 
their  task. 


CONSIDER  OUR 
PORTFOLIO 


The  Trust  offers  a  pro- 
fessionally managed  port- 
folio of  tax-exempt*  munici- 
pal bonds  restricted  to  A  (or 
better)  quality,  with  a  limited 
average  maturity  of  just 
twelve  years  (or  less). 

The  Trust  thus  seeks  to 
limit  potential  price  fluctua- 
tions and  deliver  daily  tax- 
free  income. 


CONSIDER  OUR 

LIQUIDITY 

==^^^^=^==^== 

Liquidity  is  provided 
through  telephone  with- 
j'drawal  and  exchange  privi- 
;  leges,  and  through  a  free 
I  check-writing  feature.  Your 

money  continues  to  earn 
|  tax-free  income  right  up  to 
the  time  a  check  is  pre- 
sented for  payment. 


OUR  BENEFITS 

1.  No  sales  charge  or 
redemption  fee. 

2.  Free  check-writing 
feature. 

3.  Telephone  withdrawal 
and  exchange  privileges. 

4.  Daily  tax-free  income. 

5.  Tax-free  compound- 
ing of  income. 

6.  Continuous  man- 
agement. 

7.  Full  record  keeping 
assistance. 

8.  Sub-accounting  for 
professional  investors  at  no 
extra  charge. 

9.  Daily  price  quotations. 
10.  Diversified  high 

quality  portfolio. 


NO  CHARGE 
FOR  INVESTMENT  OR 
WITHDRAWAL 

There  is,  of  course,  no 
charge  for  investment  or 
withdrawal.  In  addition,  The 
Trust  offers  complete  sub- 
accounting  services  at  no 
extra  cost. 

The  minimum  initial 
investment  is  $10,000. 
If  you're  in  charge  of  that 
much  money  (or  more), 
you'd  do  weli  to  learn  about 
Fidelity  Limited  Term  Munic- 
ipals in  greater  detail. 

Call  or  write  today. 

CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

"I 


FIDELITY  LIMITED  TERM  MUNICIPALS 

Box  832,  Dept.  FF71226 
82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  informa- 


tion, including  management  fees,  name 

other  charges  and  expenses, 


please  write  or  call  for  a        /Jt^.  \ 
prospectus.  Read  it  care- 
fully before  you  invest 
or  send  money. 


HI 

*m3 


CITY 


FIDELITY 

LIMITED  TERM  MUNICIPALS 


*  A  portion  of  the  income  may  be  subject  to  some  Federal,  state  or  local  tax. 


FIDELITY  GROUP  Over  $3  billion  of  assets  under  management. 


o  □  o 


ARE  SOIDE 
UJE'UE  RESERUED 
FOR  inDUSTRV! 

They  re  well  planned  and 
strategically  located  near  major 
manufacturing  and  distribution 
centers.  Most  have  all  utilities.  They 
offer  room  for  your  plant  to  grow  .  .  . 
and  Frisco's  dependable  freight 
service.  Parks  are  located  in  St. 
Louis,  Kansas  City,  Joplin  and 
Springfield  (Missouri),  Wichita, 
Tulsa,  Oklahoma  City,  Dallas,  Ft. 
Smith,  Birmingham,  Mobile  and 
Memphis. 

FOR  INFORMATION  please  write 
us  on  your  letterhead  in  complete 
confidence  and  without  obligation 
including  as  much  as  possible  your 
specific  needs.  N.A.  KIRCHOFF, 
Vice  President— Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  Bldg.,  St.  Louis,  Mo.  63101 
or  call  (314)  241-7800. 


FRISCO 


St.  Louis-San  Francisco  Railway  Co 

Frisco  Territory  includes 
Alabama.  Arkansas.  Florida, 
Kansas.  Mississippi.  Missouri. 
Oklahoma.  Tennessee, 
and  Texas 


Readers  Say 


Some  Clarification 

SiR:  Re  "Miami:  Saved  Again"  (Nov. 
I).  You  quote  me  as  saying,  "She  eomes 
up  here  about  once  a  month  and  shops 
like  she's  got  six  arms,"  about  Mrs.  Pind- 
ling,  wife  of  the  Bahamian  prime  minis- 
ter. The  context  of  that  remark  was  to 
illustrate  how  well  our  stores  are  being 
accepted  and  how  widely  the  range  of 
merchandise  that  we  have  incorporated 
into  the  Omni  retail  section  is  being 
bought  by  even  the  most  discerning  and 
fashion-conscious  type  of  customers, 
such  as  Mrs.  Lynden  O.  Pindling  has  a 
reputation  of  being. 

The  second  quotation  that  is  attribut- 
ed to  me:  "It's  interesting  to  ponder  how 
an  elected  official  has  all  that  money  to 
throw  around,"  was  made  entirely  in  the 
spirit  of  jest.  There  was  never  any  inten- 
tion of  casting  aspersions  on  the  personal 
wealth  of  Mr.  Pindling's  family. 

— Ted  deSwari 
Vice  President/General  Manager, 
Omni  International  Miami 
Miami,  Fla. 

Unnecessary  Tactics 

SiR:  In  the  recent  article  "Getting 
Tough  At  Hertz"  (Nov.  1),  the  Hertz 
division  of  RCA  was  depicted  as  having 
made  a  miraculous  recovery  over  the  last 
several  years.  The  article  stated  that  of 
the  25  top  management  people  in  Hertz, 
24  were  eliminated.  The  inference  was 
that  an  admirably  tough-minded  new 
management  straightened  things  out 
through  necessary  head-chopping  tac- 
tics. I  resent  the  use  of  such  manage- 
ment tactics  and  contend  that  such 
methods  are  generally  neither  necessary 
nor  effective.  I  can  cite  at  least  a  couple 
ot  examples  of  a  different  response. 

My  own  company  suffered  severe  re- 
verses in  1970.  Our  recovery  was  engi- 
neered through  the  efforts  of  the  existing 
management  team.  In  1974  Ryder  Sys- 
tem suffered  heavy  losses.  A  new  chief 
executive  officer  was  brought  in.  No 
Black  Friday  ensued,  no  heads  rolled 
and  there  was  no  complete  reorganiza- 
tion. Instead,  the  new  CEO  worked  with 
substantially  the  same  management 
team  to  bring  about  what  has  been 
termed  to  be  a  remarkable  recovery. 

It  is  difficult  to  believe  that  24  out  of 
the  25  top  management  people  in  Hertz 
were  so  untalented  and  incapable  that  a 
growing,  major  business  such  as  Hertz 
would  have  no  use  for  them.  If  this  were 
the  case,  it  is  hard  to  see  how  Hertz 
could  have  survived. 

In  this  time  of  renewed  awareness  of 
business  morality  and  ethics  and  this 
time  of  some  of  our  brighter  young  peo- 


ple questioning  the  advisability  of  a  ca- 
reer in  corporate  management,  it  might 
be  well  to  encourage  our  business  lead- 
ers in  a  different  direction. 

— Harris  Saunders  Jr. 

President, 

Saunders  Leasing  System  Inc. 

Birmingham,  Ala. 

The  Last  Straw 

SiR:  The  suggestion  that  Fuji  was  a 
critical  factor  in  GAF's  decision  to  sue 
Kodak  (Forbes,  Dec.  7)  or  to  go  out  of 
the  [amateur  color  film)  business  ignores 
public  statistics  showing  that  Kodak  has 
always  had  an  extremely  high  share  of 
the  amateur  conventional  color  film  mar- 
ket and  that  Fuji  has  always  had  a  very 
small  share  of  that  market. 

— Frederick  W.  McNabl)  Jr. 
Vice  President,  General  Counsel. 

GAF  Corp. 
New  York,  N  Y. 

Our  point  was  that  Fuji's  entry  into 
the  market  was  the  last  straw,  the  coup 
de  grace,  and  ice  still  believe  this  to  he 
true — Ed. 

Politicians  No  Answer 

SiR:  Re  "Give  The  Post  Office  Back  To 
The  Politicians"  (Fact  and  Comment, 
Dec.  1).  The  service  has  gotten  worse 
but  giving  it  back  to  the  politicians  is  not 
the  answer.  Nowhere  in  the  world  have 
the  politicians  run  anything  well. 

— Dr.  Robert  Brupbacher 
Boynton  Beach,  Fla. 

SiR:  There  are  thousands  of  us  dedi- 
cated to  improving  service,  and  we  are 
succeeding.  Certainly  we  are  not  accom- 
plishing this  massive  changeover  without 
making  mistakes,  but  you  must  remember 
that  prior  decades  of  bureaucratic  inertia 
must  be  overcome.  If  you  believe  politics 
is  a  panacea  for  its  shortcomings,  you 
haven't  been  reading  your  own  magazine. 

— Mason  Jeter 
Officer-in-Charge, 
Post  Office  Department 
Newport  Beach,  Calif. 

Sir:  In  response  to  Reader  Peirce's 
query  as  to  where  Forbes  would  be 
without  the  bureaucrats  of  the  U.S.  Post- 
al Service  (Readers  Say,  Dec.  1) — prol> 
ably  in  my  mailbox  a  week  sooner. 

— Michael  A.  Shipc 
East  Lansing,  Mich. 

He  Would  Be  Proud 

SiR:  Re  "Cloud  Over  The  Superdome" 
(Dec.  1 ).  How  sweet  it  would  be  if  only 
New  Orleans  was  responsible  to  pay  for 
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The  small  business  copier 
big  business  couldn't  aff  ord  to  ignore. 


tig  business  didn't  get  big  by 
Dring  opportunities.  So  when  we 
oduced  a  better  plain  paper 
>ier  for  small  business,  big 
■iness  was  watching.  And  they 
ched  even  closer  as  our  Saxon 
egan  working  for  thousands  of 
momy-minded  little  offices 
oss  America. 

iow  some  of  America's  largest 
porations  are  choosing  our 
)ier.  Because  big  business 
)6s  big  savings.  And  that's  what 
Saxon  3  offers  over  copiers  in 
Xerox  660  to  3100  range, 
i  fact,  with  a  list  price  of  $2,995,* 


the  Saxon  3  costs  less  to  buy,  rent, 
or  lease  than  just  about  any  other 
plain  paper  copier. 

And  big  business  couldn't  ignore 
advantages  like  our  highly  reliable 
space-age  solid-state  electronics. 
Our  space-saving  size.  Our  simple 
pushbutton  controls.  Our  con- 
sistently crisp  clear  copies.  And  our 
fast-responding  nationwide  service 
system. 

The  fact  is,  no  company  is  too  big 
(or  too  small)  to  ignore  a  workable 
solution  to  today's  copying  problems. 
That's  why  our  made-  in-America 
copier  is  making  it  big  in  America. 


An  American  success  story. 


ifacturer  s  suggested  list  price. 

n  is  a  registered  trademark  of  Saxon  Industries  Inc 


Xerox  is  a  registered  trademark  of  Xerox  Corporation. 


FREE  Norman  Rockwell  prints  with  Saxon  3 
demonstration.  Call  toll-free  (800)  824-7866. 

Ask  for  Operator  4C.  In  Cal.  (800)  852-7757  Ask  for  operator  4C 


SAXON  BUSINESS  PRODUCTS,  INC.  F-1 
13900  N.W.  57th  Court 
Miami  Lakes,  FL  33014 

□  Let's  set  up  a  demonstration  of  your  copier. 

I  understand  that  I'll  receive  a  free  portfolio  of  four 
Norman  Rockwell  prints  just  for  looking  at  your  machine. 

□  Just  send  me  more  information. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Phone 


saxon  3 

*2,995 


plain  paper  copier 


These  men  get  things 
moving  in  Phoenix. 


The  two  experts  in  question  are  Bob  Brunton  and  his  assistant,  George  Flores. 
Together  they  head  up  the  new  Phoenix  City  Office  of  Development  Assistance. 

This  unique  department  was  created  by  the  Mayor  and  City  Council  espe- 
cially to  help  you  avoid  delays  and  problems  involved  in  choosing  a  site 
location  for  your  plant  or  business.  They'll  help  you  understand  the  government 
regulations,  zoning,  city  ordinances,  utility  services  and  environmental 
guidelines  which  might  impact  your  plans.  And  assist  you  in  meeting  and 
working  with  all  City  departments  involved  to  make  your  move  a  smooth  one. 

If  you've  been  attracted  to  the  greater  metropolitan  Phoenix  area  because  of 
the  growing  list  of  advantages  like  year  round  sunshine,  an  abundant  labor 
force,  easy  access  to  major  mar- 
kets and  a  moderate  tax  structure, 
here  are  two  more  advantages: 

George  Flores  and  Bob  Brunton. 

A  letter  or  phone  call  will  get 
you  moving  with  the  experts. 


AS? 


A  good  place 
to  plant  yourself. 

Phoenix 

Metropolitan 
Chamber  of  Commerce 

Economic  Development  Manager 
P.  C.  Box  10-F ,  Phoenix,  Arizona  85Q01 
Telephone  (602)  254-5521. 


Readers  Say 


this  political  nightmare.  At  least  New 
Orleans  benefits  in  some  way.  Unfortu- 
nately the  entire  state  of  Louisiana  must 
foot  the  bill.  Typical  Louisiana  shenani- 
gans from  start  to  finish.  Huey  Long 
would  be  awfully  proud. 

— Randolph  O.  Terrell 
Shreveport,  La. 

Canal  With  Rhetoric 

Sir:  "The  Canal  Without  Rhetoric" 
(Nov.  15)  asserts  that  "from  a  practical 
economic  point  of  view"  the  U.S.  "al- 
most certainly"  does  not  need  the  Pana- 
ma Canal.  Yet  the  article  comments  that 
one-fifth  of  all  U.S.  farm  exports  travel 
through  the  canal  to  the  Far  East.  If  the 
canal  were  closed,  it  adds,  these  grain 
producers  "could  pay  the  highest  price" 
as  a  result  of  "increased  competition 
from  foreign  producers."  I  assume  you 
regard  the  economic  chaos  this  would 
produce  in  our  farm  states  as  a  point 
significant  enough  to  mention  but  not 
important  enough  to  worry  about. 
Forbes  admits  that  "the  canal  ...  is  the 
only  avenue  for  shipping  Alaskan  North 
Slope  oil  to  the  U.S.  East  Coast,"  and 
that  "without  the  Panama  Canal  the  East 
Coast  ports  are  sure  to  suffer."  It  is  clear 
that  a  canal  closure,  or  even  a  substantial 
increase  in  tolls,  would  involve  far  more 
than  what  Forbes  surprisingly  describes 
as  "shifts  in  trade." 

—Bob  Dole 
United  States  Senator, 
Washington,  D.C. 

The  Canal  handles  only  10%  of  the 
U.S.  ocean-going  trade.  The  way  to 
avoid  the  disruptions  Reader  Dole  fears 
is  ratification  of  the  treaties  (see  p. 
29)— Ed. 

They  Know  How 

Sir:  The  misspelling  in  our  open  letter 
to  the  Financial  Accounting  Standards 
Board  (Trends,  Nov.  15)  was  the  newspa- 
per's error,  not  ours.  We  can  spell  ac- 
counting principles;  we  wish  that  you 
would  help  us  improve  them. 

— William  R.  Mette  Jr. 

Executive  Partner, 
Alexander  Grant  ir  Co. 

Chicago,  Ill- 
He  Came  To  Us 

SiR:  Your  writeup  on  our  client  Jim 
Taylor  of  Canadair  (Dec.  1 )  and  the  revo- 
lutionary corporate  jet  Challenger  was  a 
good  piece  of  work  except  for  a  little  too 
much  credit  given  to  Mary  Wells  and 
Wells,  Rich,  Greene,  Canadair's  adver- 
tising agency.  WRG  had,  and  has,  noth- 
ing to  do  with  Canadair's  direct-mail 
campaign.  Taylor  came  to  us  in  the  1960s 
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Millions  of  people  trust  their  cars 
toTexaco  gasoline. 

Millions  of  people  also  trust  their  clothes 
o  products  containing  Texaco  petrochemicals. 

Petrochemicals  are  a  natural  extension  of  Texaco's  petroleum  business. 
For  example,  Texaco  makes  ethylene  oxide,  a  petroleum  derivative,  used  in  the  manufacture 
of  a  wide  variety  of  industrial  and  household  detergents.  Texaco  also  produces  morpholine, 

a  highly  versatile  petrochemical  used  as  an  intermediate 
in  the  manufacture  of  fabric  dyes. 

Last  year  Texaco  made  525  other  chemical 
products  and  sold  them  to  4,000  companies  in 
73  countries  who  used  these  chemicals  in 
their  consumer  products. 

The  success  of  these  products  and 
others  has  encouraged  us  to  expand  our 
petrochemical  efforts  with  $500  million 
in  construction  projects. 

The  need  for  products  using  petro- 
chemicals is  expected  to  increase 
importantly  in  the  future.  And  Texaco 
expects  to  be  an  important  part  of 
that  market. 

At  Texaco,  we're  working  to 
keep  your  trust  in  petrochemicals, 
as  well  as  oil  and  natural  gas. 


Growth  ideas  from  Textron 


Onto  the  beach  at  50  knots. 

Riding  on  a  cushion  of  air,  Bell  Aerospace  Textron's  LACV-30  provides  high  speed  trans- 
portation from  ship  to  shore  and  to  depots  inland  It's  being  tested  by  the  U  S  Army  And 
it's  a  great  way  to  develop  a  country  without  having  to  develop  harbors  first 


Neither  dust,  dirt,  silt,  sand,  sludge 
or  slime  will  stay  these  bearings 
from  their  appointed  rounds. 

Very  few  machines  take  more  of  a  beating  than 
farm  equipment.  But  Fafnir/  Textron's  tn-ply  seal 
bearings  were  developed  to  stand  up  to  the 
toughest  abrasive  and  corrosive  conditions 
They're  finding  a  ready  market  with  farm 
implement  manufacturers  worldwide 


New  entry  in  a 
$780  million  market. 

Selling  high  quality  watchbands  gives  you 
an  edge  when  you  introduce  high  quality 
digital  watches.  The  Time  Modulator®  line 
from  Speidel /Textron  is  already  marketed 
through  6,000  fine  jewelry  and  depart- 
ment stores.  2,000  more  have  been  added 
in  1977,  and  sales  have  almost  doubled. 


With  26  Divisions,  each  a  leader  in  its  field.  Textron  has 
the  resources  and  the  technology  to  take  advantage  of 
many  new  ideas  and  opportunities. 

Our  product  mix  ranges  from  consumer  goods  to 
industrial  components,  from  capital  goods  to  aero- 
space systems,  a  balance  that  softens  the  impact  of 
single-industry  cycles.  This  is  one  reason  we  could 
maintain  record  R&D  and  capital  expenditure  levels 
right  through  the  last  recession. 


The  value  of  Textron  s  approach  is  proved  by  the 
results.  Our  ten-year  (1972-1982)  goals  are  10%  com- 
pounded annual  growth  in  net  income  and  8%  in  sales. 
To  date  we're  on  target  in  income  growth .  and  ahead 
of  schedule  in  sales 

Putting  resources  to  work  where  they  will  do  the 
most  good— that's  what  private  enterprise  is  all  about. 
And  that's  what  we  do  at  every  Division  of  Textron.  For 
details,  write  Textron.  Providence.  R.I.  02903 


Ideas  well  managed. 


TEXTRON 


Readers  Say 


to  help  launch  the  Fan  Jet  Falcon,  and 
again  in  July  1976  when  faced  with  Cana- 
dair's  challenge. 

— William  S.  Payson 
Chairman, 
The  Commonwealth  Group  Inc. 

Stamford,  Conn. 

Last  Chance 

SlR:  Came  across  this  old  ad  among 
some  of  dad's  old  papers.  I  know  that  he 
turned  very  bearish  in  late  1928.  Very 
probably  he  kept  it  to  remind  himself 
that  it's  often  smart  to  pass  up  these  "last 
chance"  deals. 

This  was  one  of  the  great  frauds  of  all 
time.  It  broke  Lee,  Higginson  &  Co.,  a 
fine  old  house,  as  well  as  thousands  of 
other  people. 

— Dudley  J.  Russell 
Minneapolis,  Minn. 


April  13th  .  .  . 

final  day  to  Subscribe  to 

Kreuger  &  Toll  Co. 


AMERICAN  CERTIFICATES 


>  (or  to: 


group  id  the 

principal  sub 
Consolidated 


(SneduW  Much  Coaipmj  aod  iu 
lotcroiuooii  Match  Corporation ). 
tungs  cf  Kreuger  Ac  Toll  Compioj 
ire  1  tribute  to  energetic  >nd  foresifhied  management. 
For  19,6.  thty  were  i',9o  1.325;  for  1927.  Sl2.409.606; 
■ad  for  1928.  had  increased  to  S2 1.0:5.988. 
If  192B  earning)  ire  ...--!  to  include  estimated  mini- 

ditioos.  there  would  be  available  S25.525.9SS.  equinlent 
10  S3.48  per  American  Certificate  (annual  payment 
$134). 

Wt  strong!?  idmse  the  use  of  your  subscription  rights 
to  purchase  oew  Atoencaa  Cemncatcs,  representing 
Kreuger  &  Toll  Compan*  Parucipat.og  Debentures.  The 
subscription  price  of  $32.16  11  substantially  below  the 

OrnSeauet,  and  affords  an  opportunity  to  invest  in  10 
orgioitiog.  managing,  ind  omncing  comp.ny  ha>iog 
interests  in  some  of  tbe  w  orld  s  largest  aad  most  tmpor- 


Lee,  Higginson  &  Co. 

BOSTON  CHICAGO  HIW  YORK 

Higginj-on  &  Co.,  London 

Joho  S-  Baurcin.  /  e  at  Re(  rt:*nntnt 
420  McKmcht  Buildmg.  Minneapolis 


Forbes  For  The  Pigeons 

SlR:  Re  your  negative  comments  on 
technical  market  forecasts  (Fact  and 
Comment,  Nov.  15).  To  deny  the  impor- 
tance of  technical  analysis  is  to  deny  that 
mass  psychology  has  anything  to  do  with 
the  market. 

— Graham  A.  Rowe 
Santa  Monica,  Calif. 

SlR:  Your  unsubstantiated,  vacuous 
statement  concerns  a  subject  about 
which  you  are  obviously  ignorant. 

— William  R.  Lilliott  III 
La  Jolla,  Calif. 

Sir:  If  charts  are  for  the  birds,  Forres 
is  for  the  pigeons. 

— Herbert  Gilbert 
New  York,  N  Y. 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


|r*|^ya  $300  million  in  capital  investment  committed 
MC%\*%  •  to  industrial  projects  in  West  Virginia  in  1976. 


Governor  s  Office  of  Economic 
and  Community  Development 
State  Capitol 
Charleston,  WV  25305 
(304) 348-2234 


<ead  all  the  facts.  Read 
'the  "who's  who"'  of 
'American  business  who  ve 
invested  in  West  Virginia. 
Send  for  a  free  copy  of  our 
<^977  West  Virginia  Economic 
Profile. 


THE  STATE  OF 


West  Virginia 

Please  send  me  a  copy  of  the  latest  West  Virginia  Economic  Profile. 


Name_ 


Title 


Company_ 

Address  

City  


-State 


—Zip. 
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"Smoking, 
^ere's  what  I'm 


doing  about  it." 


"I  like  the  taste  of  a 
good  cigarette  and  I 
don't  intend  to  settle 
for  less.  But  like  a  lot 
of  people  I'm  also 
aware  of  what's  being 
said.  And  like  a  lot  of 
people  I  began  search- 
ing for  a  cigarette  that 
could  give  me  the  taste 
I  like  with  less  tar. 

"I  thought  there 
would  be  a  lot  of  brands 
to  choose  from.  There  were 
Until  I  tasted  them.  Then  I 
knew  there  was  no  choice  at 
all.  I  either  had  to  stay  with  my 
high-tar  cigarettes.  Or  suck  air. 

"Then  I  found  Vantage.  It's 
everything  the  ads  say  it  is.  A 
cigarette  that  doesn't  give  you  just  a 
lot  of  promises.  What  it  really  gives  is 


a  lot  of  taste.  And 
with  much  less  tar 
than  what  I'd 
smoked  before. 

"What  am  I 
doing  about  smok- 
ing? I'm  smoking 
Vantage." 

G.S.  Cooper  r 
Edmonds,  Washington 


V^NTAGE 


Regular,  Menthol, 

and  Vantage  100 


\antage.  Alot  of  taste  without  a  lot  of  tar. 


Warning:  The  Surgeon  Genera!  Has  Determined 
That  Cigarette  Smoking  Is  Da;  our  Health. 


FILT'  ':  11  mg.  "tar",  0.7  mg.  nicotine, 

ME'  0L:  11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
Fl L  ■     100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


I  THINK  1978  COULD — WILL — BE 

With  the  stock  market  on  its  duff;  our  trade  deficit  $30  billion 
and  soaring;  the  Arab  world  split,  Carter  Administration  uncer- 
tainties as  disconcertingly  uncertain  as  ever;  our  in-house 
energy  efforts  evermore  less  productive  and  OPEC  prices 
bound  to  bound  .  .  . 

How  could  a  sensible  (no  comments  from  the  audience 
called  for)  observer  predict  this  will  be  a  good  year? 

In  major  measure,  for  some  of  the  very  reasons  mentioned 
above — examined  from  a  different  perspective. 

Take  the  stock  market.  In  most  instances,  shares  are  asinine- 
ly  low.  Corporate  profits  continue  to  be  sizable.  For  those 
corporations  which  don't  put  their  cash  back  into  the  business, 
there  are  only  two  other  things  to  do  with  the  stuff,  and  both 
will  push  their  stock  prices  up:  Either  tough  tenders  financed 
with  the  victim's  own  cash  will  be  made  or — for  many,  the 
most  rewarding  investment — they  will  buy  up  quantities  of 
their  own  stock. 

Our  soaring  trade  imbalance?  It's  almost  100%  attributable 
to  oil  imports.  That  fact  should  soon  put  enough  heat  on  the 
Administration  to  permit  a  price  jump  for  oil  and  natural  gas 


A  GOOD  YEAR 


sufficient  both  to  curb  consumption  and  to  spur  the  finding  of 
alternatives  and  further  oil  extraction  from  present  pools.  It's 
hard  to  understand  why  the  Administration  doesn't  see  this. 
Why  not  let  the  oil  companies  be  the  price  culprits?  The  dough 
that  "profiteering''  U.S.  oils  don't  spend  getting  more  energy 
from  U.S.  sources  can  and  will  be  taxed  away  by  the  Feds 
anyway.  So,  who  is  the  Administration  kidding,  and  what  are 
they  accomplishing  by  mandating  unrealistically  low  oil  prices? 
The  trade  imbalance  is  such  a  threat  to  inflation,  and  the  dollar 
floods  generated  abroad  by  it  are  so  discombobulating  that  the 
Administration  will  have  no  choice  but  to  wise  up  and  leave 
prices  to  the  marketplace. 


The  Arab  split?  It's  infinitely  preferable  to  the  alternative  of 
unity  based  only  on  actual  bloody  war  against  Israel.  Neither 
Syria  alone,  nor  Libyan -financed  fanatics,  nor  the  extremists  of 
the  PLO  can  wage  a  real  war.  Sadat  enjoys  the  backing  of  the 
Egyptian  people,  who  have  decided,  after  doing  most  of  the 
bleeding  in  four  wars,  that  enough  is  enough. 

Their  heroic  president  can  conclude  in  the  name  of  all  Arabs 
a  sort  of  separate  peace,  with  the  principle  of  territorial  return 
and  some  form  of  Palestinian  recognition  to  be  applied  eventu- 
ally when  Syria  and  the  PLO  sign  up.  The  fact  that  no  war  in 
the  Middle  East  is  likely  and  an  appreciable  piece  of  peace  is  at 
hand  will  give  a  real  shot  in  the  aim  to  every  economy. 

The  uncertainties  of  the  Carter  Administration's  course? 
Political  uncertainties  have  always  been  the  only  certainty.  So 
what  else  is  new?  That's  merely  a  weak  excuse  for  the  manage- 
rial weak-kneed. 

OPEC  oil  prices?  Sure,  they'll  go  up  if  the  dollar  continues 
to  slide.  Which  it  won't  if  U.S.  energy  prices  are  freed. 
So  much  for  the  positives  in  the  negatives. 
Other  harbingers  for  a  good  78? 
Stimulus  from  appreciable  tax  reduction. 
The  fact  that  ultimately  much  of  OPEC  $billions  has  to  be  in 
dollar-related  stuff — be  it  in  banks,  securities,  companies, 
products  or  wherever  else  people  put  money.  We  are,  our 
dollar  is,  the  only  viable,  sizable  bastion  for  those  $billions. 

More  people  are  working  in  this  country  than  ever  before, 
and  more  families  have  two  income  earners  than  ever  before. 
They  have  it  to  spend  and  are  spending  it. 

Corporate  profit  projections  are  up,  and  that's  up  from  what 
is  for  most  a  most  good  base. 

I  think  those  who  predict  that  1978  will  end  up  down  have 
their  analyses  down  side  up. 


ALONG  WITH  THE  ECONOMY, 

Predicting  fashion  isn't  our  business, 
but  because  fashions  are  Big  Business, 
we  like  to  keep  posted.  Recently,  we 
lunched  with  The  Source,  Fairchild's 
(Women's  Wear  Daily,  W,  etc.)  percep- 
tive Chairman  John  Fairchild,  who  told 
us  the  happy  news  that  for  sure  hem- 
lines are  headed  up  and  up.  While  it 


SKIRTS  WILL  BE  UP,  TOO 

took  a  while  for  his  midi  forecast  to  come 
true  (Forbes,  Dec.  15,  1977,  p.  14), 
Fairchild  says  that  skirts,  now  way 
down,  will  rise  far  faster  than  they  took 
to  drop.  That  in  itself — at  least  for  gals 
with  Legs  and  the  other  half  of  the 
population  who  like  looking  at  them — 
should  make  1978  a  good  year. 


STOCK  MARKET  BEARS 

will  soon  be  as  bare  as  the  ladies'  legs. 
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THE  HUGE  COST  OF 

is  surely  one  sizable  expense  of  being  in  business,  or  just  being 
alive,  that  could  be  swiftly  curbed — and  sure  as  (expletive 
deleted)  should  be. 

It  ought  to  be  mandated  by  whoever  mandates  courts  that 
both  the  lawyer  and  the  client  who  file  a  suit  that  is  without 
merit  should  pay  the  costs  of  the  defendant  including,  of 
course,  the  defendant's  legal  fees. 


MERITLESS  LAWSUITS 

I  know  of  a  case  where  the  defendant's  costs  exceeded 
$150,000,  and  when  the  court  assessed  the  complainant  with 
"costs,"  it  was  for  $2,500. 

Assessing  total  costs  in  relation  to  reality  would  swiftly  curb 
some  of  the  mess  of  suits  filed  simply  for  "shakedown  settle- 
ment" puqioses. 

What's  required  to  get  the  ball  rolling  in  this  direction? 


0 


AN  ARTIST'S  REVENGE 

This  grisly  painting  by  artist  Jean-Le'on  (Jerome,  who's  just  regaining  the 
fame  he  had  during  the  last  half  of  the  19th  century,  was  added  to  the 
FORBES  Magazine  Collection  not  f  rom  any  appeal  of  the  macabre  scene.  It 
was  acquired  so  it  could  be  hung  by  the  news  ^fK.  ticker  where  FORBES  edi- 
tors  \i  often  pause.  It  packs  .i  humbling  ^EJP  wallop  lor  those  ol  ns  who 

make  oui  living  appraising    oil  cm  critically  the  performance  ol  corpo 

rate  heads  and  others  that  our  pens  choose  to  pin  and  pain.  While  ours  is  the  joy  of 
momentary  omniscience,  the  true  achiever  in  any  field  has  the  final  word.  In  this 
picture,  depicting  a  tri-  p  umphant  sultan  gloating  over  beheaded  oppo- 
nents, Ge'rdme  gave  each  \jL  head  the  features  of  contemporary  art  commen- 
tators who  disparaged  his  V"*^  works.  In  drawing  this  striking  blow  on  be- 
half of  lacerated  creative  talent,  painter  Ge'rdme  achieved  inspired,  last- 
ing revenge  on  that  oft  unfair  but  usually  unassailable  coterie,  The  Crit- 
ics. In  this  artist's  hands,  the  sword  proves  mightier  than  the  pen. 


CALLAGHAN  CAN  MAKE  A  REAL  GO  OF  IT 


London — Eternal  hope  hasn't  existed  in  Britain  for  an  eter- 
nity; it's  stirring  now  and  springs  from  more  than  just  spouting 
North  Sea  oil  or  a  momentary  favorable  trade  balance. 

Would  you  believe  the  reviving  hope,  that  Britain  has  a 
future,  is  tied  to  the  possibility  (by  no  means  yet  a  probability) 
that  Prime  Minister  James  Callaghan  could  become  a  hero?! 

By  standing  adamant  against  exorbitant  wage  increases  de- 
manded by  striking  or  strike-threatening  trade  unions,  he  can 
insure  that  Britain's  present  economic  recovery  is  more  than  a 
pause  in  the  years-long  downward  plunge. 

I  think  he  will. 

Successfully. 

The  time  is  right;  public  opinion's  ripe  and  there's  an 
election  coining  up  that  can  be  won  if  the  Prime  Minister 
doesn't  eave  in. 

A  recent,  reliable  poll  reveals  that  74%  of  the  British  people 
believe  the  government  should  take  a  firm  line  on  pay  jumps, 
even  if  the  result  is  "a  miserable  winter  with  power  cuts,  cold 
homes,  industrial  disputes  and  perhaps  a  three-day  week." 


From  a  hopeless  position  20%  behind  Conservatives  in  the 
polls,  today  Labor  has  drawn  even — largely  because,  along 
with  an  improving  economy,  Callaghan  has  shown  signs  of 
successfully  resisting  strikes  aimed  at  blowing  up  moderate 
wage  increases. 

Having  climbed  to  power  blindly  backing  trade  union  de- 
mands, who  now  can  better  resist  em? 

As  they've  proved  time  and  again  and  most  recently  during 
the  hopeless  days  of  World  War  II,  the  British  don't  a  bit  mind 
challenge,  hardship,  sacrifice.  In  fact,  they  seem  to  enjoy  it  if 
the  cause  is  worth  it.  And  that's  the  way  more  and  more 
Britons  now  feel  about  such  things  as  miners'  demands  for  a 
90%  wage  jump. 

Prime  Minister  Callaghan  is  not  above  wanting  to  be  a  hero. 
Imagine  a  politician  being  able  to  do  the  right  thing  and  win 
votes  at  the  same  time. 

I  think  the  temptation's  irresistible.  That's  why  among  the 
British  there  are  rays  of  hope  diat  their  country  has  a  future 
that  isn't  as  hopeless  as  it  has  so  long  seemed. 


PROGRESS  IN  MEETING  OUR  ENERGY  CRISIS 


Item:  Standard  Oil  of  Ohio's  $560-million  plan  to  pipe 
Alaskan  oil  from  Long  Beach,  Calif,  to  Texas  has  permission 
from  the  Federal  Energy  Begulatory  Commission  to  use  an 
xisting  El  Paso  Natural  Gas  Co.  pipeline.  Now  all  Sohio 
needs  is  a  total  of  707 — literally  707! — state,  federal  and  lo- 
cal agi  ncy  approvals.  The  company  has  so  far  spent  a  mere 


$20  million  plus  in  applications  and  environmental  studies. 

Item:  Alabama  Power  Co.  has  canceled  plans  to  build  two 
nuclear  power  units,  having  been  unable  to  get  past  the 
planning  stages  after  a  five-year  effort  expending  $35  million. 
Estimated  costs,  assuming  the  project  cleared  all  regulatory 
hurdles,  have  gone  from  under  $2  billion  to  over  $3  billion. 
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THE  ULTIMATE  TRIBUTE  TO  GOOD  MANAGEMENT 

these  days  seems  to  be  a  takeover  offer  at  a  far  higher 
price  than  the  sad-sack  stock  market  puts  on  its  shares. 

THAT  BREAKFAST  CEREALS 
ARE  DESTROYING  OUR  YOUTH 

is  the  impression  most  of  us  have  been  given  by  well- 
publicized  attacks  from  a  melange  of  Anpinted  Voices  for 
consumers,  healthites,  dieters  and  dieticians,  Alarmed 
parentes,  etc. 

How  sweet  it  is  to  learn  from  tliis  level-toned  recita- 
tion of  the  facts  that  the  charges  are  a  lot  of  bull.  This 
Kellogg  advertisement*  is  first-rate. 

When  the  facts  justify,  more  attacked  companies 
should  whack  back. 

*Yoa  can  get  a  copy  of  the  advertisement  by  writing  to  Kellogg 
Co.,  Battle  Creek,  Mich.  49106. 

EMPLOYERS  REQUIRING  LIE  DETECTOR  TESTS 

to  screen  job  applicants  have  a  nerve  that  should  be  pinched. 

CHILDREN  MAY  BE  THE  HOPE  OF  THE  WORLD 

but  let's  not  get  em  too  high  (our  hopes,  that  is). 

Just  remember,  our  parents  used  to  say  the  same  thing  about  us. 

Now  look. 


A  STATEMENT  FROM 
KELLOGG  COMHVNY 
ON  THE  NUTRITIONAL 
VALUE  OF 
READVLSWEETENED  CEREALS. 


Ready-sweetened  cereals  are  nighty 
nutritious  foods. 

One  ounce  of  iHyptaJKcMogg  reacfc 

eiCAl  provides  25  percent^ 
Fact 


In  the  past  few  months,  there  has  been 
tonsiderablecriticism  of  ready- sweetened 
cereals 

The  implication  is  that  ready- sweetened 
cereals  are  not  nutritious,  and  perhaps  even 
harmful  for  youngchildren  This  is  simply  not  so 

We,  at  Kellogg  s.  have  always  believed  that 
we  would  not  remain  in  business  long  if  we  did 
not  provide  Americans  of  all  ages  wit  h  a 
worthwhile,  nutntious  product. 

Because  the  allegations  you  have  heard 
are  false  -  or,  at  best,  misleading  -  we  present 
the  following  facts  for  your  consideration  We 
inviteyou  tocheck  the  references  yourself.and 
wnte  us  for  additional  information. 


There  Is  no  more  sugar  In  a  one-ounce 
serving  of  a  ready -sweetened  cereal  than 
In  an  apple  or  banana  or  In  a  serving  < 
orange  juke. 

Fact 

Fact: 

On  the  average  when  children  eat 
ready-sweetened  cereals  as  part  of 
breakfast,  consumption  of  fat  and 
cholesterol  Is  less  than  when  they  eat 
i  non-ready-to-eat  cereal  breakfast. 


THOSE  WHO  KNOW  LITTLE 

are  wise  to  know  those  who  know  much. 


GIVING  ADVICE 

is  less  expensive  than  following  it. 


is  a  good  $50-bi!lion  or  $60-billion 
income  tax  cut,  an  across-the-board 
reduction  for  both  individuals  and 
businesses  in  1978-79. 

That  would  do  more  to  stimulate 
the  economy  and  to  fight  inflation  and 
unemployment  than  all  the  other  nos- 
trums the  Administration  has  tried  or 
is  considering. 

The  essence  of  our  economic  sys- 
tem is  incentive,  and  this  basic  moti- 
vation is  dampened  as  taxation  (not  to 
mention  regulation)  becomes  more 
burdensome. 

Thanks  to  inflation,  the  real  corpo- 
rate income  tax  rate  is  50%  higher 
than  it  was  ten  years  ago,  and  real 
profits  have  remained  essentially  flat 
during  that  same  period,  which  goes  a 
long  way  to  explain  our  sluggish  eco- 
nomic performance  in  the  1970s. 

Individuals,  too,  have  seen  their 
real  incomes  damaged  as  inflation  has 
kicked  them  into  higher  tax  brackets. 

In  addition,  we  are  all  going  to  he 
socked  with  new  Social  Security  and 
energy  levies. 


WHAT  THIS  COUNTRY  NEEDS 

By  M.S.  FORBES  Jr. 

An  announcement  by  President 
Carter  of  a  sizable  income  tax  reduc- 
tion for  all  would  send  the  Dow  Jones 
industrial  average  up  100  points  with- 
in a  week.  Passage  by  Congress 
would  add  another  300  points  within 
a  year. 

One  can  only  hope  that  the  Presi- 
dent will  be  bold  enough  to  ignore  his 
economic  "experts  and  make  this  de- 
cisive, wholly  beneficial  move. 

THE  CANAL  TREATIES 


That  the  U.S.  has  little  to  gain  and 
much  to  lose  by  not  ratifying  the  Pa- 
nama Canal  treaties  was  reinforced  by 
a  trip  this  writer  made  recently  to 
Panama  with  a  distinguished  group  of 
journalists,  businessmen  and  political 
experts. 

We  talked  with  all  interested  par- 
ties, including  Panama's  mercurial 
strong  man,  General  Torrijos.  De- 
spite the  nature  of  the  regime,  most 
of  the  political  opponents  we  talked 
with — except  those  of  the  far  Left — 
Support  the  treaties. 


The  treaties  preserve  access  to  the 
canal  for  all,  the  use  of  our  military 
bases  until  the  end  of  the  centnry  and 
the  right  to  intervene  with  force  to 
preserve  the  security  of  the  canal 
after  that.  Our  defense  capability 
would  actually  be  enhanced;  we 
wouldn't  have  to  cope  with  a  hostile 
local  population. 

If  the  treaties  are  not  ratified?  We 
can  physically  hold  the  canal  indefi- 
nitely, but  the  absolute  safety  of 
commercial  traffic  cannot  be  guaran- 
teed. Few  shippers  would  risk  using 
the  canal  under  these  circum- 
stances. All  the  U.S.  would  end  up 
with  would  be  a  largely  useless  belt 
of  water. 

And  for  what?  Our  being  "tough" 
with  tiny  Panama  will  not  impress  the 
Russians.  A  more  realistic  attitude 
with,  say,  the  SALT  negotiations 
would  be  a  far  more  effective,  impor- 
tant display  of  American  "willpouv 

The  treaties  give  us  a  unique  op- 
portunity to  be  fair  and  to  enhance 
our  own  best  interests. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Going  Fishing 

There's  too  much  litigation  today 
where  there  are  no  issues.  The  Federal 
Rules  of  Civil  Procedure  provide  that  if  a 
lawyer  signs  a  pleading,  he's  certifying 
that  there's  probable  cause  for  what's  in 
the  pleading.  We  seem  to  ignore  that 
altogether  now.  We  just  sue  people  and 
then  find  out  later  what  we've  got  on 
them. 

— Attorney  General  Griffin  B.  Bell, 
in  Business  Week 

Oil  at  $4  Million  an  Hour 

My  prediction  is  that  the  political 
pressures  will  prevent  the  present  Ad- 
ministration from  developing  an  energy 
policy  that  actually  restricts  the  use  of 
energy  and  that  the  dollar  will  continue 
to  decline  against  stronger  currencies, 
siieli  as  the  Japanese  yen,  the  German 
mark  and  the  Swiss  franc,  to  the  point 
that  the  oil-producing  countries  will  no 
longer  accept  American  dollars  at  pres- 
ent value  for  payment  of  oil  purchases. 
At  this  juncture  they  will  raise  the  price 
of  oil  in  dollars  so  substantially  that  it  will 
force  the  government  of  the  U.S.  to  re- 
duce oil  purchases  to  avert  drastic  de- 
valuation of  the  dollar.  Prior  to  this  time 
we  may  see  a  limiting  of  imports  other 
than  oil,  which  will  ol  course  help,  hut 
the  real  culprit  is  the  purchase  of  oil, 
which  is  currently  running  at  about  $4 
million  an  hour. 

— Charles  T.  Jones,  president, 
Amherst  Industries,  Inc. 

Marriage  and  Death 

Nobody  knows  how  to  he  married  any- 
more. We  have  this  antiquated  notion  of 
what  marriage  was.  It  used  to  be  when 
we  said  "  'Til  death  do  us  part,"  death 
parted  us  pretty  soon.  That's  why  mar- 
riages used  to  last  forever.  Everybody 
was  dead.  — Margaret  Mead 

Wawa — You  Lose! 

LOMGE,  Togo — To  white  people  liv- 
ing in  West  Africa,  the  most  dreaded 
word  is  "wawa,"  the  anguished  cry- of  one 
who  has  lost  another  battle  in  life's  daily 
encounters.  Wawa  is  an  acronym  for 
West  Africa  Wins  Again. 

Not  long  ago  an  Air  Nigeria  flight  took 
off  from  Lagos,  circled  for  30  minutes, 
then  returned  to  the  airport  for  technical 
reasons.  The  technicality  was  that  some- 
one had  forgotten  to  load  the  baggage. 
And  shortly  after  takeoff,  the  pilot  of  an 
Air  Mali  flight  informed  his  passengers 


that  he  had  solved  the  jet's  overweight 
problem  by  leaving  the  luggage  behind. 
It  would  catch  up  with  them,  he  said, 
sometime  in  the  future. 

The  regional  manager  of  a  Western 
pharmaceutical  firm  had  waited  for  five 
hours  in  the  Accra,  Ghana,  airport  re- 
cently for  his  flight  to  Kinshasa.  Finally 
the  airport  made  its  first  announcement 
about  the  delayed  flight:  It  was  overfly- 
ing Accra  because  the  airport  had  no 
fuel.  The  next  flight  was  in  three  days. 
The  man  shrugged  and  uttered  only  a 
single  word — Wawa. 

— Los  Angeles  Times  Service 

British  Wit 

.  .  .  When  the  bookmakers  were  com- 
plaining a  few  years  ago  about  the  impo- 


sition of  a  new  betting  tax,  [  Labor  Mem- 
ber of  Parliament  Harold]  Lever  rose  in 
the  House  and  said,  "I  am  confident  that 
the  bookmakers  will  continue  to  be 
among  the  less  spectacular  examples  of 
malnutrition  in  our  country."  Of  narrow- 
minded  economists,  both  domestic  and 
international  [he  said]:  "Those  whom  the 
Gods  would  destroy  they  first  overen- 
dow  with  academic  monetarists."  And: 
"Creditors  are  notoriously  less  inclined 
to  be  avant-garde  in  monetary  theory 
than  debtors."  — New  York  Times 

Victoriana 

At  the  Victorian  Society  in  America's 
high  tea  in  New  York,  famed  model  Na- 
omi Sims  admitted,  "The  only  thing  au- 
thentically Victorian  I  have  is  a 
grandmother." 

— Women's  Wear  Dailu 

Terrific  To  fit 

We're  watching  for  the  poet  who  will 
surely  rise,  one  of  these  days,  to  cele- 
brate tofii,  the  cheapest,  healthiest  and, 
unfortunately,  the  least-known  protein 
source  in  America.  [In  the  U.S.,]  which 
produces  most  of  the  world's  supply  of 
the  stuff  it's  made  of,  most  of  us  have 
never  heard  of  it.  Soybeans,  our  most 
important  crop,  are  something  we 
squeeze  for  cooking  oil  or  feed  to  live- 
stock. There  s  reason  to  believe,  howev- 


er, that  tofu  (soybean  curd,  a  kind  of 
vegetable  cheese),  equitably  distributed, 
could  solve  the  world  food  crisis  all  by 
itself.  Consider:  Eight  ounces  of  tofu  has 
the  protein  content  of  5%  ounces  of  ham- 
burger— but  with  a  fourth  the  calories, 
and  no  cholesterol  at  all.  Its  amino  acid 
content  is  complete  in  itself,  but  has  the 
peculiarity  of  combining  with  that  of 
grain  protein  (another  f<x)d  source  we 
waste)  to  produce  a  protein  "bonus 
Tofu  and  rice,  for  instance,  when  served 
together  produce  more  usable  protein 
than  they  produce  separately.  .  .  . 

In  an  age  of  food  shortages,  spiraling 
prices  and  calories-and-cholesterol  con- 
sciousness then,  perhaps  the  day  for  tofu 
has  come;  it  can  be  produced  at  home 
from  soybeans  for  around  H  cents  a 
pound.  .  .  .  Mashed  tofu  can  be  used  to 


"cut"  the  bread  or  rice  in  a  stuffing,  or  to 
extend  a  casserole  dish  (similarly  cutting 
the  calories)  with  a  layer  of  tofu  flavored 
with  garlic  and  onions.  A  splendid  tofu 
"cottage  cheese"  can  be  made  by  adding 
lemon  juice,  salt  and  pepper.  .  .  . 

— George  and  Jackie  Warren, 
Quest/77 

Polygraphia  Nonsense 

A  study  prepared  at  Cornell  Universi- 
ty observed  that  a  polygraph  records  not 
lies  but  physiological  changes  caused  by 
stress.  The  report  said  that  stress  may  be 
caused  by  many  factors  besides  lying, 
that  lying  is  not  stressful  for  some  peo- 
ple, and  that  innocent  persons  may 
therefore  be  falsely  accused,  wh  le  liars 
may  "beat"  the  machine. 

Senator  Sam  J.  Ervin  Jr.  once  called 
the  polygraph  "an  instrument  of  20th- 
century  witchcraft,  and  the  House  Gov- 
ernment Operations  Committee  has 
twice  concluded  that  "there  is  no  'lie 
detector,'  feither  machine  or  human." 

— New  York  Times 

Gerome's  Fellow  Traveler 

Critics  are  a  dissembling,  dishonest, 
contemptible  race  of  men.  Asking  a 
working  writer  what  he  thinks  about  crit- 
ics is  like  asking  a  lamppost  what  it  feels 
about  dogs. 

— playwright  John  Osborne 


The  heart  of  the  matter  is  that  the  American  people  will 
tolerate  what  must  be  done  to  protect  the  nation  as  long 
as  it  does  not  seem  to  destroy  what  it  is  protecting. 

— Lyman  B.  Kirkpatrick  Jr.,  "The  U.S.  Intelligence  Community" 
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CAL  34'IH:  An  innovative  cruiser  built 
to  tough,  traditional  standards 


iITie  acid  test  of  a  cruising  boat  hasn't  changed  over  the 
/ears.  It's  still  how  she  performs  at  sea. 


That's  why  a  Cal— unlike  some 
competitive  boats— is  still  built 
irst  for  sailing.  And  why  Bill  Lapworth, 
)ur  designer,  doesn't  sacrifice  perform- 
ance for  his  cruisers'  roomy  cabins. 
The  Cal  34-111  is  an  offshore  boat 


Cal  34-111  will  sail  close  to  the  wind. 
She  has  the  speed  that  all  of  Lap- 
worth's  boats  are  known  for.  And  she 
doesn't  need  her  engine  every  time 
the  wind  goes  light. 

At  Cal  we  haven't  forgotten  what 


Cal  34-111  belowdecks:  The  traditional  teak-paneled  cabin  of  a 
classic  offshore  cruiser. 


—  designed  to  handle  offshore 
weather.  A  cruiser  built  to  keep  you 
:omfortable  even  on  a  punishing  day- 
long beat  to  windward. 

Unlike  many  cruising  boats,  the 


a  sailing  yacht  should  look  like. 

Which  is  why  the  Cal  34-III  has  a 
rich,  traditional,  teak  cabin.  And  an 
offshore  cruiser's  graceful  sheer. 

We  also  know  a  real  cruiser  has  to 


be  a  self-sufficient  boat.  A  boat  a 
family  can  live  on. 

That's  why  we  fitted  her  with  the 
storage  space  that's  needed  on  a  34- 
footer.  Why  we  opted  for  a  two  cabin 
layout  that  is  high  on  privacy.  And 
put  the  Cal's  big  galley  aft,  where  the 
motion  of  the  boat  is  easiest  when 
she's  under  way. 

The  Cal  34-111  is  built  for  more 
than  weekend  cruising.  If  this 
kind  of  cruising  boat  appeals  to  you, 
send  in  the  coupon  below. 


— I 


Cal  Information  Center 

200-A  Kalmus  Drive 

Dept.  F- 1 78-34 

Costa  Mesa.CA  92626 

Please  send  me  complete  information  on 

the  Cal  M-I1I. 

Name  


Address . 


City. 


A  Bangor  Punla  Company 


Coming  or  going  nobody 
gets  you  out  of  the  airport 

faster  than  Hertz." 


Hertz  knows  what  business  trips 
are  like. 

The  rushing. 

The  waiting. 

Planes  delayed  by  bad 
weather. 

Meetings  that  run  late. 

And  Hertz  knows  to  keep  your 
business,  we've  got  to  give  you  the 
fastest  possible  service. 

Hertz  not  only  has  more  cars 
and  more  locations  all  across  the 
country,  but  more  good  people,  too. 

The  kind  of  people  who  can 
put  out  that  extra  effort  to  rush  you 
away  from  the  counter  into 
a  clean,  reliable  car  fast 

Nobody  can  do  it 
faster. 

It  takes  a  com-  JM 
pany  like  Hertz,  m 
dedicated  to  ^ 
giving  you  the 
fastest  possible  service, 
to  invent  almost  every  good  idea  to 
get  you  away  fast. 

Like  the  Hertz  "1  Club, 
prewritten  rental  agreements, 
preassigned  cars,  as  well  as 
Express  Check-in  so  you 
spend  no  time  dropping  off 
your  car  when  you  have  a 
plane  to  catch. 

You  don't  get  to  be 
The  Superstar  in  rent-a-car  by  just 
waiting  around  for  some  other 
company  to  come  up  with  good 
ideas  to  speed  up  service. 

You  do  it  first. 

And  you  keep  on  doing  it. 

Next  business  trip,  ask  your 
travel  consultant  to  book  a  car  for 
you  with  Hertz.  Or  call  Hertz  direct 
at  800-654-3131. 


The  Superstai 
in  rent  a  car. 

HERTZ  FEATURES  THE  EXCITING  NEW  FORD  FAIRMON 


"Four  hundred  cubic  inches!  Three  hundred  and  twenty  horses!  Dual  four-barrel  carbs!  Listen, 
man!  Live  it  up  while  you  can.  We'll  all  be  driving  little  electric  kiddy  cars  soon  enough." 

Drawing  by  J.  Mirachi;  ©  1970 
The  New  Yorker  Magazine,  Inc. 


You're  Damned  If  You  Do... 


If  General  Motors  is  too  successful  in  meeting  the  federal 
government's  economy  and  pollution  standards,  it  could  squeeze  Chrysler 
and  Ford  and  put  the  trustbusters  in  a  break-up-GM  mood. 


The  year  1977  ended  on  a  jarring  note 
for  General  Motors,  as  its  sales  of  new 
cars  dropped  as  much  as  14%  during  two 
critical  ten-day  sales  periods  at  the  start 
of  the  1978  model  year,  a  decline  that 
slightly  outstripped  the  sales  losses  af- 
flicting the  industry  as  a  whole.  Bad 
news?  Yes,  but  paradoxically  it  is  good 
news,  too.  For  one  of  the  last  things 
General  Motors  executives  want  to  see  is 
a  really  dramatic  increase  in  their  al- 
ready high  market  share.  The  fact  is  that 
General  Motors  has  been  doing  such  a 
good  job  of  meeting  the  size  and  weight 
requirements  of  the  government's  new 
fuel  economy  standards  that  it  could  be 


heading  into  antitrust  trouble  with  an- 
other octopus-arm  of  the  federal  govern- 
ment— the  Federal  Trade  Commission. 
How's  that  for  a  twist  of  fate? 

Last  year  General  Motors  produced 
56%  of  all  the  American-made  cars  sold 
in  the  U.S.  It  has  gained  10  percentage 
points  since  1970  (when  a  strike  de- 
pressed sales),  and  GM's  share  may  easi- 
ly creep  even  higher  over  the  next  few 
years.  General  Motors  has  already  intro- 
duced a  half  dozen  smaller  new  cars  and 
reduced  the  size  and  weight  of  all  its 
large  and  medium  models  in  a  massive 
program  to  meet  government-ordered 
fuel  economy  standards.   By  contrast, 


Ford  Motor  Co.  and  Chrysler  have  just 
begun  the  job,  and  General  Motors  has 
got  a  couple  of  years'  head  start  in  the 
race  to  create — and  sell — a  fleet  of  cars 
that  will  meet  the  government  standard 
of  27.5  mpg  by  1985. 

The  chances  are  that  General  Motors' 
slow  start  in  the  early  days  of  the  1978 
model  year  is  only  temporary.  Thanks  to 
government  regulations,  the  public  is 
going  to  have  to  switch  to  small  cars. 
Moreover,  the  chances  are  good  that  the 
Germans  and  Japanese  will  lose  at  least  a 
piece  of  their  U.S.  market  in  the  face  of  a 
rising  yen  and  deutsche  mark  and  with 
the  strong  possibility  of  import  restric- 
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Not  One  GM  But  Two? 

With  so  much  power  concentrated  among  so  few  manufac- 
turers, it  was  inevitable  that,  over  the  years,  the  automobile 
industry  would  be  the  subject  of  one  sort  of  antitrust  inquiry 
or  another.  And  that  General  Motors,  the  industry  leader 
for  four  decades,  would  come  under  the  closest  scrutiny. 
Back  in  the  1950s,  there  was  speculation  that  GM  had 
prepared  itself  for  the  possibility  of  government  action  by 
keeping  the  Chevrolet  division  relatively  self-sufficient — just 
in  case  it  was  lopped  off  by  the  antitrust  knife.  Then  in  1968 
there  was  speculation  that  a  General  Motors  reorganization 
was  designed  to  more  thoroughly  integrate  the  company's 
different  divisions — making  surgery  a  little  tougher  in  the 
wake  of  the  threatened  Antitrust  Division  case  against  GM 
of  the  previous  year. 

Nonetheless,  if  the  government  now  won  an  antitrust  case 
against  GM,  the  obvious  solution  would  be  splitting  off  the 
Chevrolet  division  into  a  separate  corporate  entity.  That 
could  give  Robert  D.  Lund,  the  general  manager  of  Chevro- 
let, the  awesome  job  of  turning  it  into  one  of  the  "big  four" 
motorcar  companies.  Lund,  a  57-year-old  General  Motors 
veteran  who  briefly  headed  the  Cadillac  division  a  few  years 
ago,  could  be  expected  to  take  the  gloves  off  and  plunge 
Chevrolet  into  the  wildly  competitive  market  that  would 
result  from  the  trust-busting. 

One  possible  outcome  of  that  situation  is  suggestd  in  the 
1967  Antitrust  Division  case,  which  included  the  thought 
that  a  cautious  General  Motors  so  avoided  aggressive  busi- 
ness practices  that  AMC,  Chrysler  and  even  Ford  could  be 
said  to  exist  to  some  degree  at  GM's  sufferance.  With  two 
GMs  to  compete  against,  AMC  and  Chrysler  might  well 
disappear,  leaving  the  country  with,  not  four,  but  three 
automakers. 


tions  against  the  Japanese. 

Ford  and — especially — Chrysler  are 
going  to  be  hard  pressed  to  match  GM's 
spending  in  bringing  out  newer,  smaller 
cars.  Just  look  at  the  numbers:  Even 
after  paying  extremely  liberal  dividends, 
in  1976  General  Motors  generated  $3.5 
billion  in  cash  from  retained  earnings, 


latest  antitrust  look  at  the  U.S.  auto  in- 
dustry. The  Federal  Trade  Commission 
is  a  year  and  a  half  into  an  investigation 
of  the  automakers  that  sources  say  will 
produce  subpoenas  for  company  records 
within  a  few  months.  FTC  officials  have 
estimated  that  the  inquiry  may  take 
about  three  years — a  period  in  which 


". . .  'I  want  [General  Motors]  to  earn  all  the  sales 
that  are  being  made,  and  we're  going  to  do  everything 
we  can  to  improve  our  share  of  the  market' .  .  ." 


depreciation  and  amortization;  its  capital 
spending  (including  retooling)  was  $2.3 
billion.  Last  year  it  generated  an  esti- 
mated $5.1  billion  after  paying  dividends 
and  spent  $3.5  billion.  There  are  few 
companies  in  the  world  that  can  spend 
on  this  scale  without  going  into  debt; 
GM  is  one  of  them.  Its  long-term  debt 
currently  is  just  over  $1  billion — only  6% 
of  total  capital.  Ford,  by  contrast,  gener- 
ates only  about  one-half  the  amount  of 
cash  that  GM  does.  Chrysler  is  not  even 
in  the  ball  game. 

All  of  which  could  put  General  Motors 
smack  in  the  path  of  the  government's 


GM's  lead  in  producing  and  selling  a 
fleet  of  new,  more  fuel-efficient  cars 
could  increase  its  dominance  of  the  U.S. 
industry. 

General  Motors  didn't  stumble  into 
this  predicament.  It  got  there  through  a 
combination  of  enormous  capital  re- 
sources and  excellent  planning.  GM  ex- 
ecutives had  reached  the  decision  that 
the  country  was  ready  for  smaller,  more 
fuel-efficient  cars  even  before  the  Arab 
oil  embargo  of  1973  engendered  official 
action  by  the  federal  government.  "We 
decided  to  do  two  things,"  recalls  GM 
Chairman  Thomas  A.  Murphy.  "One  was 


to  bring  out  the  Chevette  and  Seville, 
and  then  we  said  we're  going  to  have  to 
reduce  the  size  and  weight  of  all  our 
cars.  So  we  had  made  those  determina- 
tions, and  when  the  embargo  hit  it  just 
made  the  handwriting  that  much  more 
evident." 

While  the  country  slogged  through 
the  postembargo  recession,  Chrysler  and 
Ford  hesitated  as  General  Motors  com- 
mitted billions  of  dollars  in  new  capital  to 
developing  smaller,  lighter  cars.  Months 
before  the  1978  model  year  began  last 
fall,  GM  had  a  fleet  of  cars  that  met  the 
new  fuel  economy  standard,  while  the 
others  lagged  a  few  miles  per  gallon 
back.  And  as  Chairman  Murphy  made 
clear  in  a  recent  interview,  GM  will 
continue  to  press  its  advantage,  antitrust 
or  no  antitrust:  "I'm  not  going  to  say  to 
anyone  at  General  Motors  that  they 
should  inhibit  themselves.  I  want  to  earn 
all  the  sales  that  are  being  made,  and 
we're  going  to  do  everything  we  can  to 
improve  our  share  of  the  market.  If  we 
didn't  go  out  there  and  try  to  improve, 
there  would  be  people  in  this  country — 
maybe  it  wouldn  t  be  the  government 
but  it  certainly  would  be  our  stock- 
holders— who  would  say  to  us,  You  are 
not  doing  your  job.'  " 
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Estimates  of  how  much  the  auto  in- 
dustry as  a  whole  will  have  to  spend  to 
meet  progressively  stiffer  fuel  economy 
standards  range  up  to  $50  billion,  close 
to  the  cost  of  the  U.S.  space  program  and 
more  than  any  other  capital  investment 
program  in  the  industry's  history.  The 
job  itself  entails  not  only  research  and 
design  of  new  models  but  also  develop- 
ment of  complete  new  lines  of  parts  and 
components,  which  must  be  lighter  than 
in  the  past.  General  Motors,  with  twice 
as  much  income  as  the  other  three  com- 
bined and  a  stunning  return  on  equity  of 
nearly  23%,  will  have  a  strong  advan- 
tage. General  Motors  officials  estimate 
they  will  put  $3.5  billion  a  year  through 
1985  into  capital  expenditures  (including 
retooling).  Ford  will  spend  $2  billion  a 
year  through  1981,  and  Chrysler  consid- 
erably less  than  that. 

As  long  as  GM  continues  to  earn  the 
kind  of  money  it  made  in  1976  and  1977, 
it  will  be  able  to  pay  the  cost  of  research, 
development  and  retooling  entirely  out 
of  current  income — without  dipping  into 
cash,  without  going  into  debt. 

As  its  market  share  mounts  dangerous- 
ly close  to  60%,  General  Motors  can 
argue  that  its  share  of  the  total  market 
(all  U.S.  sales,  including  imports)  hasn't 
grown  that  much  over  the  past  few  years. 
Rather,  it  is  the  huge  growth  of  im- 
ports— from  around  5%  in  the  early 
1960s  to  what  may  soon  be  20%— that 
has  hurt  Ford,  Chrysler  and  American 
Motors  Corp.  If  one  includes  imports  in 
computing  share  of  market,  General  Mo- 
tors' portion  is  now  around  46%,  a  level 
that  has  been  surpassed  by  GM  in  the 
past.  But  in  recent  years,  Ford  has  been 
whittled  down  from  around  26%  to  a 
little  more  than  22%,  Chrysler  has  plum- 
meted from  16%  to  about  11%,  and 
AMC  is  down  to  about  2%.  That  has 
pushed  GM's  share  of  the  domestically 
produced  market  (a  simple  measure  of 
how  the  four  U.S.  automakers  diwy  up 
sales)  to  its  present  56%. 

Murphy  made  clear  during  a  recent 
interview  that,  if  pushed  to  defend  itself, 
GM  would  argue  that,  including  im- 
ports, "the  competition  today  is  probably 
broader  and  tougher  than  ever.  And  if 
you  don't  include  imports,  you're  just 
not  talking  about  what  is  going  on." 
However,  government  sources  indicate 
that  there  may  be  legal  precedent  for 
either  interpretation  (just  domestic,  or 
total  market)  of  what  represents  a  signifi- 
cant share, and  one  authority  has  sug- 
gested that  a  figure  somewhere  between 
the  high  and  the  low  would  ultimately  be 
accepted  by  a  court. 

One  of  the  most  important  rulings  in 
the  body  of  antitrust  law  is  the  1945 
verdict  in  the  case  of  the  United  States  v. 
Aluminum  Company  of  America  (Alcoa). 
Second  Circuit  Court  of  Appeals  Judge 
Learned  Hand,  writing  the  opinion  of 
the  Court  in  its  decision  against  Alcoa, 


Break  Up  GM? 

General  Motors'  continuing  dominance  of  the  U.S.  auto  market,  an 
old  worry  of  Washington  trustbusters,  may  get  more  worrisome 
still— and  more  complex.  Despite  competition  from  imports  and 
new  demands  for  fuel  efficiency,  GM  in  the  1970s  has  managed  to 
hold,  and  even  increase,  its  share  of  the  total  market... 


...But  Ford,  Chrysler  and  American  Motors  (the  last  accounting 
for  almost  all  "other"  U.S.  production)  have  given  up  shares  to  the 
imports.  As  a  result,  GM's  share  of  U.S.  production  alone  has  ex- 
ceeded the  historic  high  of  55%  achieved  by  Ford  in  1921 ... 


...This  would  leave  trustbusters  with  a  dilemma.  As  the  cost  of 
remaining  competitive  in  the  car  business  mounts,  GM's  enormous 
size  advantage  over  its  U.S.  competitors  is  bound  to  become  more 
critical.  But  should  antitrust  policy  be  based  upon  the  size  of  U.S. 
competitors  alone,  as  if  foreign  competition  doesn't  exist?  Such  is 
the  stuff  of  long,  costly  lawsuits. 

*  Estimate 
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held  that  90%  of  a  market  is  enough  to 
constitute  a  monopoly,  33%  is  not,  and 
60%  is  a  gray  area  that  is  questionable.  If 
American  Motors'  and  Chrysler's  sales 
continue  to  dip  to  the  point  that  the 
survival  of  the  two  is  threatened  and 
GM's  share  of  the  domestically  produced 
market  climbs  over  60%,  the  FTC  could 
argue  that  Learned  Hand's  "gray  area" 
was  no  longer  questionable. 

Another  possibility  is  that  FTC  law- 
yers could  decide  to  make  a  case,  devel- 
oped by  the  Antitrust  Division  of  the 
Justice  Department  in  the  1960s,  that 
the  major  automakers  grip  on  the  mar- 
ket constitutes  a  "shared  monopoly"  that 
justifies  breaking  General  Motors  and 
Ford  into  competing  companies. 

That  position  evolved  from  an  investi- 
gation of  the  automobile  industry  in  the 
early  Sixties  that  eventually  led  to  the 
preparation  of  a  case  for  the  dissolution 
of  General  Motors.  Though  the  case  was 
leaked  to  the  press,  it  was  never  brought 
to  court.  A  memo,  written  by  Donald  F. 
Turner  (who  headed  the  Antitrust 
sion  in  those  years  and  now  teaches  at 


Harvard  Law  School)  and  later  entered 
into  the  record  of  hearings  before  the 
Subcommittee  on  Antitrust  &  Monopoly 
of  the  U.S.  Senate  Committee  on  the 
Judiciary,  sheds  some  light  on  what  sort 
of  antitrust  case  might  be  made  against 
GM  and  the  industry. 

Turner  suggests  that  a  joint  case  could 
be  developed  and  brought  to  court  that 
would  include:  "An  individual  monopoli- 
zation case  against  GM  [and]  monopoli- 
zation counts  against  GM,  Ford  and 
Chrysler  on  a  shared-monopoly  theory  . 
.  .  .  GM  in  recent  years  has  had  a  market 
share  ranging  from  45%  to  55%  of  unit 
sales.  Its  market  share  in  dollar  terms 
would  undoubtedly  be  higher,  as  GM  is 
particularly  strong  in  the  medium-  and 
higher-priced  automotive  lines.  .  .  . 
Moreover,  GM's  profit  rates  have  been 
extraordinarily  high,  higher  than  those  of 
any  large  manufacturing  company  in  the 
country.  ...  It  can  fairly  be  said  to  have 
the  degree  of  'monopoly  power'  that 
brings  it  within  the  scope  of  a  Section  2 
monopolization  charge."  Turner  went  on 
to  write  that  ".  .  .  the  application  of  indi- 


Split  Decision?  GM  Chairman  Thomas 
A.  Murphy  (above)  and  his  planners  de- 
cided back  in  1973  to  bring  out  the 
smaller  Cadillac  Seville  (top  left),  an  in- 
stant smash  hit,  and  the  mini  Chevrolet 
Chevette  (bottom  left),  on  which  the 
market's  verdict  is  yet  to  come. 


vidual  monopolization  principles  to  the 
members  of  the  tight  oligopoly  [GM, 
Ford  and  Chrysler]  requires  only  a  rela- 
tively modest  extension  of  the  existing 
law. " 

Why  didn't  the  case  come  to  court? 
Professor  Turner  offers  a  possible  expla- 
nation: "The  ultimate  question  that  any 
responsible  public  authority  ought  to  ask 
itself  is,  "Will  the  relief  you  get  really 
improve  matters;  can  you  significantly 
improve  the  economic  performance  of 
the  industry?'  If  you  can't,  it's  a  waste  of 
everybody's  time  and  resources."  Even 
in  the  tough  antitrust  atmosphere  of 
Washington  today  (Forbes,  Aug.  15, 
1977),  the  FTC  may  end  up  saying  "no" 
to  that  question.  After  all,  as  auto  execu- 
tives ceaselessly  remind  us,  they  have 
never  before  been  so  thoroughly  regulat- 
ed by  laws  that  dictate  safety,  pollution 
and  fuel  economy  standards.  It  would 
seem  an  odd  time,  as  the  automakers 
wrestle  with  those  new  public  princi- 
ples, to  threaten  them  with  dissolution 
under  the  nation's  monopoly  laws.  But, 
of  course,  you  never  know.  ■ 
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Farrell  Lines, 
didn't  get  ahead  just  by  going  back  and  forth. 


We  began  over  fifty  years  ago  by 
sending  a  few  freighters  back  and 
forth  to  several  seaports  in  Africa. 

Pretty  soon,  Farrell  Lines'  ships 
covered  every  major  port  in  Africa 
south  of  the  Sahara.  After  which,  we 
paved  the  waves  to  Australia,  New 
Zealand  and  the  South  Pacific  Islands. 


And  instead  of  just  departing 
from  the  East  and  Gulf  coasts,  we 
added  the  Great  Lakes  and  the  Pacific 
coast  to  our  operations.  To  serve  you 
from  all  four  coasts  of  America. 

But  that's  not  the  only  way  we've 
grown.  Look  at  our  ships.  The  sixteen 
vessel  Farrell  Lines  fleet  represents 
some  of  the  most  sophisticated  ship- 
ping machinery  afloat. 


»■■■■■■*        *  * 


We  have  LASH  vessels,  fully 
containerized  vessels,  plus  ships  that 
provide  container,  breakbulk,  reefer, 
heavy  lift  and  deep  tank  service. 

And  then,  to  meet  the  sudden, 
overwhelming  demand  for  our  serv- 
ices, we're  currently  in  the  process  of 
"jumbo -izing"  two  of  our  new 
^■HH^^  containerships. 

■        So,  as  you  can  see, 
K^jJll  l  Farrell  Lines  keeps  right 
B  ■■■  on  growing.  We  believe 
mk       when  you  want  some- 

thing  to  happen  you  make 
it  happen.  Isn't  that  just  what  you'd 
expect  from  an  American  Flag  Line? 

Farrell  Lines.  One  Whitehall  St., 
NY,  NY  10004.  West  coast:  One  Mar- 
ket Plaza,  San  Francisco,  CA  94105. 


Rebuilding  America's  merchant  fleet 


The  Forbes  Yardsticks:  1977 


How  To  tse  Them 


The  heart  of  the  Forbes  30th  Annual 
Report  is  the  statistics  that  measure  man- 
agement performance — performance  in 
1977  of  the  1,005  biggest  public  compa- 
nies, those  with  sales  of  over  $250  million. 

The  Forbes  Yardsticks,  as  we  call 
them,  size  up  the  companies  in  several 
essential  ways.  We  measure  their  profit- 
ability in  terms  of  return  on  stock- 
holders' equity  and  on  total  capital.  We 
measure  their  growth  in  both  sales  and 
earnings  per  share.  For  current  trends, 
we  plot  these  figures  for  the  latest  12 


months.  For  a  longer  view,  we  look  at 
them  over  five  years.  We  also  measure 
stock  market  performance,  debt/equity 
ratios  and  net  profit  margins. 

Using  all  these  measures,  we  compare 
each  company  against  competitors  in  its 
own  industry  and  against  all  1,004  other 
companies.  Finally,  we  compare  the  ma- 
jor industry  groups  themselves  against 
one  another.  (We  explain  below  how  the 
principal  Yardsticks  are  calculated.)  Tak- 
en together,  the  Forbes  Yardsticks  com- 
prise the  most  complete  rundown  on  the 


performance  of  corporate  America  you'll 
find  anywhere. 

To  locate  a  particular  company,  refer 
to  the  table  that  begins  on  the  opposite 
page:  "Where  To  Find  The  Company." 
It  lists  the  1,005  companies  alphabetical- 
ly and  gives  the  page  number  on  which 
you  will  find  the  story  about  its  industry 
and  the  appropriate  Yardsticks.  You  will 
also  find  in  the  alphabetical  listing  how 
that  particular  company  stacks  up  against 
the  1,004  others  in  Profitability,  Growth 
and  Stock  Market  performance. 


How  They  Are  Calculated 


Return  On  Stockholders'  Equity 

Companies  obtain  their  capital  from  two  sources:  stock- 
holders and  creditors.  Return  on  Stockholders'  Equity  is 
the  percentage  return  on  the  stockholders'  portion  of  the 
capital.  We  express  earnings  per  common  share  (primary 
basis*)  as  a  percentage  of  the  stockholders'  equity  per  share 
(assuming  conversion  of  all  convertible  preferreds)  at  the 
start  of  the  year.  The  five-year  return  in  our  Yardsticks 
tables  is  the  average  of  the  returns  calculated  for  the  years 
1973  through  1976  and  the  12-month  period  ending  with 
the  most  recent  quarterly  report.  (For  companies  whose 
fiscal  years  end  in  January,  February  or  March,  the  years 
1974-77  are  used  in  place  of  1973-76.) 
Return  On  Total  Capital 

This  figure  is  the  percentage  return  on  a  combination  of 
stockholders'  equity  (both  common  and  preferred)  plus 
capital  from  long-term  debt  (including  current  maturities), 
minority  stockholders'  equity  in  consolidated  subsidiaries 
and  accumulated  deferred  taxes  and  investment  tax  credits. 
The  profit  figure  used  in  this  computation  is  the  sum  of  net 
income,  minority  interests  in  net  income  and  estimated 
aftertax  interest  paid  on  long-term  debt — in  other  words, 
income  before  charges  (primarily,  interest  payments  on 
long-term  debt)  relating  to  the  nonequity  portion  of  the 
capital. 

The  Return  on  Total  Capital  is  a  "basic"  measure  of  an 
enterprise's  profitability.  It  does  not  reflect — as  the  Return 
on  Stockholders'  Equity  does — the  effects  of  financing  deci- 
sions upon  profitability.  For  companies  that  derive  all  of 
their  capital  from  common  equity,  the  two  profitability 
measures  would,  of  course,  be  identical.  But  a  company 
that  employs  debt  wiselj  can  thereby  boost  its  Return  on 
Stockholders'  Equity         hove  its  Return  on  Total  Capital. 


*This  assumes  that  all  "common  ?tock  equivalents" — convertible 
bonds,  convertible  preferred  stocks,  v:arrants  and  stock  options — 
have  been  converted  into  common  shares. 


The  time  periods  employed  for  this  calculation  are  the  same 
as  for  Return  on  Stockholders'  Equity. 
Debt-To-Equity  Ratio 

The  Debt/Equity  Ratio  tells  us  to  what  extent  manage- 
ment is  using  borrowed  funds  (leverage)  in  an  attempt  to 
upgrade  profitability.  It  is  calculated  as  of  the  end  of  the  last 
reported  fiscal  year  by  dividing  long-term  debt  (including 
current  maturities)  by  the  sum  of  stockholders'  equity, 
minority  stockholders  interests  and  accumulated  deferred 
taxes  and  investment  tax  credits.  A  high  debt/equity  ratio 
makes  earnings  more  volatile  and  is  usually  considered 
prudent  only  in  relatively  stable  industries. 
Net  Profit  Margin 

The  Net  Profit  Margin  gives  a  view  of  profits  different 
from  either  the  Return  on  Stockholders'  Equity  or  the 
Return  on  Total  Capital.  Calculated  by  dividing  net  profits 
for  the  latest  12  months  by  net  sales,  it  reveals  what 
percentage  of  each  dollar  of  revenue  is  available  for  pay- 
ment of  dividends  and  reinvestment  in  the  business.  Net 
profit  margins  vary  widely  from  industry  to  industry. 
Sales  Growth 

This  is  a  bit  tricky.  To  even  out  short-run  distortions  caused 
by  very  poor  or  very  good  years,  we  reach  back  over  ten 
years  to  measure  five-year  Sales  Growth.  We  take  the 
average  sales  for  the  most  recent  five  years  (1973  through 
the  latest  12  months)  and  compute  the  percentage  change 
from  average  sales  for  the  preceding  five  years  (1968 
through  1972).  We  then  express  that  change  in  terms  of  a 
five-year  compounded  annual  rate  of  growth,  since  the 
midpoints  of  the  two  periods  are  five  years  apart. 
Earnings-Per-Share  Growth 

As  with  Sales  Growth,  we  go  back  ten  years  to  calculate  the 
five-year  rate  of  Earnings-Per-Share  Growth.  Using  prima- 
ry earnings  per  share,  we  compare  those  for  the  most  recent 
five  years  against  those  for  the  preceding  five  years  and 
express  the  change  in  terms  of  a  five-year  compounded 
annual  growth  rate.  ■ 
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Where  To  Find 
The  Yardsticks 

Industry  Median  Rankings  Page  170 

Profitability  Rankings  Page  177 

Growth  Rankings  Page  191 

Stock  Market  Rankings  Page  201 


Where  to  Find  the  Company 


Rank  Rank 


Industry 

InHnctru 

inuusiry 

Company 

Stock 

Survey 

Company 

Stock 

Survey 

Profitability 

Growth 

Market 

Page 

Profitability 

Growth 

Market 

Page 

Abbott  Laboratories 

182 

276 

145 

126 

American  Greetings 

524 

615 

974 

77 

ACF  Industries 

540 

543 

339 

68 

Amer  Hoist  &  Derrick 

362 

118 

172 

68 

Addressograph  Multi 

962 

933 

873 

110 

American  Home  Products 

14 

412 

682 

126 

Aetna  Life  &  Cas 

543 

335 

372 

119 

Amer  Hospital  Supply 

531 

365 

807 

126,  146 

H  F  Ahmanson 

586 

532 

708 

119 

American  Intl  Group 

49 

143 

719 

119 

Air  Prods  &  Chems 

183 

120 

106 

74 

Amer  Medical  Intl 

778 

580 

832 

126 

Airco 

500 

200 

73 

74 

American  Medicorp 

863 

494 

196 

126 

Akzona 

899 

899 

892 

74 

American  Motors 

954 

** 

848 

54 

Albertson's 

99 

196 

112 

146 

American  Natl  Finl 

795 

319 

480 

119 

Alcan  Aluminium 

827 

735 

389 

113 

Am  Natural  Resources 

413 

590 

378 

129 

Alco  Standard 

253 

286 

57 

94 

American  Petrofina 

267 

337 

458 

152 

Alexander  &  Baldwin 

293 

100 

204 

136 

Amer  Re-Insurance 

868 

897 

874 

119 

Alexander's 

909 

908 

665 

143 

American  Standard 

417 

** 

23 

88,  94 

Allegheny  Airlines 

949 

** 

979 

136 

American  Stores 

705 

275 

90 

146 

Allegheny  Ludlum  Inds 

754 

321 

485 

104 

American  Tel  &  Tel 

685 

621 

301 

98,  129 

Allegheny  Power 

600 

756 

525 

129 

AMF 

498 

762 

953 

77,  94 

Allen  Group 

761 

447 

316 

54 

Amfac 

695 

636 

852 

94 

Allied  Chemical 

532 

190 

158 

74 

AMP 

97 

326 

732 

98 

Allied  Products 

919 

873 

686 

94 

Ampex 

787 

** 

152 

98 

Allied  Stores 

568 

225 

263 

143 

Amstar 

269 

285 

181 

156 

Allied  Supermarkets 

982 

969 

849 

146 

Amsted 

301 

153 

25 

68 

Allied  Van  Lines 

764 

807 

777 

136 

Amtel 

407 

99 

14 

94 

Allis-Chalmers 

825 

** 

55 

94 

Anchor  Hocking 

629 

748 

474 

81 

Alterman  Foods 

822 

833 

118 

146 

Anderson-Clayton 

657 

195 

143 

146 

Alcoa 

808 

647 

250 

113 

Anheuser-Busch 

513 

749 

923 

156 

AMAX 

477 

507 

321 

113 

ARA  Services 

499 

582 

929 

143 

Amerace 

410 

566 

375 

68 

Areata  National 

790 

224 

273 

77 

Amerada  Hess 

87 

292 

513 

152 

Archer  Daniels  Midland 

167 

68 

15 

146 

American  Airlines 

939 

715 

911 

136 

Arden-Mayfair 

993 

934 

819 

146 

American  Bakeries 

900 

** 

144 

156 

Arizona  Public  Serv 

521 

584 

549 

129 

Amer  Beef  Packers 

990 

934 

997 

146 

Ark  Louisiana  Gas 

216 

462 

138 

129 

American  Brands 

502 

688 

369 

94,  126 

Arlen  Realty  &  Dvpt 

999 

969 

975 

143 

Amer  Broadcasting 

273 

184 

304 

77 

Armco  Steel 

700 

412 

325 

104 

American  Can 

616 

267 

256 

81 

Armstrong  Cork 

750 

630 

809 

88 

American  Cyanamid 

444 

611 

562 

74,  126 

Armstrong  Rubber 

862 

741 

633 

54 

American  Elec  Power 

580 

793 

580 

129 

Arvin  Industries 

317 

280 

624 

54 

American  Export  Inds 

1003 

969 

995 

136 

ASARCO 

821 

836 

561 

113 

American  Express 

276 

258 

770 

119 

Ashland  Oil 

130 

206 

454 

iS2 

American  Financial 

354 

442 

601 

119 

Associated  Dry  Goods 

749 

747 

838 

143 

Amer  Genl  Insurance 

584 

433 

286 

119 

Athlone  Industries 

58 

34 

13 

104 

PROFITABILITY  5- Year  Return  on  Equity.    GROWTH:  5- Year  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET:  5- Year  Price  Change.    "Not  ranked.  
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Where  to  Find  the  Company 

Rank 

Rank 

Industry 

Industry 

Stock 

Survey 

Company 

Stock 

Survey 

Company 

Profitability 

Growth 

Market 

Page 

Profitability 

Growth 

Market 

Page 

Atlanta  Gas  Light 

588 

520 

381 

129 

Cameron  Iron  Works 

69 

22 

41 

68 

Atlantic  Richfield 

511 

274 

216 

152 

Campbell  Soup 

397 

533 

337 

156 

A-T-0 

652 

187 

414 

94 

Campbell  Taggart 

293 

356 

153 

156 

Automation  Inds 

823 

76 

151 

68 

Cannon  Mills 

902 

848 

671 

162 

Avco 

860 

774 

308 

94,  119 

Capital  Holding  Corp 

575 

380 

602 

119 

Avery  International 

532 

390 

917 

68 

Carborundum 

571 

379 

109 

68 

Avnet 

109 

262 

200 

98 

Carnation 

254 

358 

690 

156 

Avon  Products 

15 

584 

935 

126,  143 

Carolina  Pwr  &  Lt 

686 

729 

611 

129 

Avondale  Mills 

835 

691 

771 

162 

Carpenter  Technology 

342 

242 

103 

104 

Babcock  &  Wilcox 

650 

202 

62 

68 

Carrier 

815 

764 

813 

88 

Bache  Group 

933 

886 

655 

119 

Carson  Pirie  Scott 

630 

237 

111 

143 

Baker  International 

74 

104 

187 

68 

Carter  Hawley  Hale 

592 

689 

856 

143 

Ball  Corp 

583 

486 

466 

81 

Castle  &  Cooke 

484 

235 

137 

156 

Baltimore  Gas  &  Elec 

688 

787 

481 

129 

Caterpillar  Tractor 

105 

255 

239 

54,  68 

BanCal  Tri-State 

925 

915 

557 

119 

CBS 

77 

340 

358 

77 

BancOhio  Corp 

717 

696 

631 

119 

Ceco 

827 

849 

884 

88 

Bangor  Punta 

943 

** 

267 

94 

Celanese 

714 

19 

362 

74 

Bank  of  New  York 

471 

662 

576 

119 

Centex 

376 

497 

840 

88 

BankAmerica  Corp 

297 

411 

366 

119 

Central  &  South  West 

441 

698 

753 

129 

Bankers  Trust  NY 

747 

788 

827 

119 

Central  III  Pub  Svc 

619 

846 

569 

129 

Bausch  &  Lomb 

362 

147 

150 

126 

Central  Soya 

472 

482 

457 

146 

Baxter  Travenol 

324 

176 

691 

126 

Central  Steel  &  Wire 

374 

123 

132 

104 

Beatrice  Foods 

258 

465 

493 

156 

Central  Tel  &  Utils 

304 

526 

353 

129 

Beckman  Instruments 

712 

293 

169 

98 

Certain-teed 

609 

491 

259 

88 

Becton,  Dickinson 

386 

374 

654 

126 

Cessna  Aircraft 

214 

308 

465 

61 

Beech  Aircraft 

81 

26 

105 

61 

CFS  Continental 

434 

416 

949 

146 

Belco  Petroleum 

114 

101 

43 

152 

Champion  Home 

978 

934 

989 

77 

Bell  &  Howell 

923 

909 

958 

77,  126 

Champion  Intl 

448 

394 

461 

81,  88 

Bemis 

738 

305 

610 

81 

Champion  Spark  Plug 

213 

597 

659 

54 

Bendix 

526 

404 

333 

54,  94 

Charter  Company 

142 

201 

598 

152 

Beneficial  Corp 

535 

756 

900 

119,  143 

Charter  New  York 

643 

599 

551 

119 

Bergen  Brunswig 

942 

902 

741 

146 

Chase  Manhattan  Corp 

721 

740 

824 

119 

Best  Products 

212 

27 

513 

143 

Chemetron 

789 

287 

48 

74 

Bethlehem  Steel 

914 

877 

640 

104 

Chemical  New  York 

653 

665 

565 

119 

Big  Three  Industries 

197 

119 

66 

68 

Chesebrough-Pond's 

157 

479 

844 

126 

Black  &  Decker 

399 

418 

877 

162 

Chessie  System 

847 

111 

182 

136 

Blount 

262 

231 

673 

88 

Chic  &  North  Western 

2 

893 

38 

136 

ft  f-i    1 1 

Blue  Bell 

82 

121 

224 

162 

Chicago  Bridge  &  Iron 

120 

247 

680 

68 

Bluebird 

451 

309 

211 

146 

Chicago  Milwaukee 

965 

969 

693 

136 

Boeing 

792 

154 

47 

61 

Chic  Pneumatic  Tool 

837 

865 

811 

68 

Boise  Cascade 

612 

** 

32 

81,  88 

Chicago  Rock  Island 

980 

969 

991 

136 

Borden 

638 

409 

390 

156 

Chromalloy  American 

335 

683 

555 

94 

Borg-Warner 

761 

614 

635 

54,  94 

Chrysler 

929 

898 

946 

54 

Borman's 

911 

795 

698 

146 

Chubb 

716 

761 

755 

119 

Boston  Edison 

846 

878 

707 

129 

Cincinnati  G  &  E 

557 

819 

469 

129 

Braniff  Intl 

231 

122 

780 

136 

Cincinnati  Milacron 

851 

610 

522 

68 

C  F  Braun 

76 

14 

** 

88 

Circle  K 

265 

322 

885 

146 

Briggs  &  Stratton 

78 

455 

501 

68 

CIT  Financial 

619 

714 

689 

119 

Bristol-Myers 

91 

383 

392 

126 

Citicorp 

308 

304 

753 

119 

Brockway  Glass 

611 

641 

348 

81 

Cities  Service 

670 

438 

319 

152 

Brooklyn  Union  Gas 

722 

823 

559 

129 

 r— 

Citizens  &  Southern 

876 

916 

983 

119 

Brown  Group 

740 

835 

704 

162 

City  Investing 

849 

744 

481 

94 

Browning-Ferris  Inds 

719 

569 

951 

68 

City  Stores 

988 

934 

901 

143 

Bruno's 

189 

165 

101 

146 

Clark  Equipment 

358 

548 

725 

54,68 

Brunswick 

587 

475 

919 

77,  94 

Clark  Oil  &  Refining 

692 

825 

880 

152 

Bucyrus-Erie 

260 

245 

50 

68 

{*' louo  1  anH  Flew-  Ilium 

v^ieveidiiu  citrv-  mum 

AAl 

Budd 

670 

28 

176 

54 

CleveTrust  Corp 

648 

573 

321 

119 

Bunker-Ramo 

950 

927 

896 

98 

Clorox 

128 

665 

957 

162 

Burlington  Inds 

780 

707 

781 

162 

Cluett,  Peabody 

908 

906 

788 

162 

Burlington  Northern 

930 

78 

530 

136 

CNA  Financial 

968 

934 

908 

119 

Burroughs 

429 

260 

718 

110 

Coastal  States  Gas 

550 

539 

772 

129 

Business  Men's  Assur 

919 

821 

119 

Coca-Cola 

70 

481 

843 

156 

Butler  Manufacturing 

107 

113 

88 

Coca-Cola  Bottling  NY 

787 

844 

912 

146 

Cabot 

8j  0 

653 

249 

74 

Colgate-Palmolive 

236 

370 

622 

126,  162 

Cal-Maine  Foods 

5 

11 

503 

146 

Collins  &  Aikman 

676 

856 

678 

162 

Caldor 

143 

313 

226 

143 

Colonial  Penn  Group 

11 

98 

828 

119 

PROFITABILITY:  5- Year  Return  on  Equity.   GROWTH.  5- Year  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET:  5- Year  Price  Change.    "Not  ranked. 
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Where  to  Find  the  Company 


Rank  Rank 


Industry  Industry 
Stock  Survey  Stock  Survey 

Profitability    Growth     Market  Page  Company       Profitability    Growth     Market  Page 


Colonial  Stores  536  600  519  146  Detroit  Edison  826  863  590  129 

Colt  Industries  193  52  49  104  Diamond  Inti  444  655  320  81 

Columbia  Gas  System  601  705  427  129  Diamond  Shamrock  54  66  21  74 

Columbia  Pictures  567  969  74  77  A  B  Dick  756  754  977  110 

Columbus  &  So  Ohio  528  680  423  129  Di  Giorgio  921  912  715  146,156 


Combined  Insurance  103  395  545  119  Digital  Equipment  284  61  130  110 

Combustion  Engineering  429  504  364  68  Dillingham  834  179  571  94 

Commercial  Metals  129  159  439  113  Dillon  Companies  52  137  146  146 

Commonwealth  Edison  708  822  548  129  Walt  Disney  693  256  925  77 

Commonwealth  Oil  Rfg  979  934  955  152  R  R  Donnelley  &  Sons  536  496  318  77 


ConAgra  515  789  229  146  Dover  Corp  80  227  161  88 

Cone  Mills  432  46  33  162  Dow  Chemical  36  92  310  74 

Congoleum  813  843  820  88  Dow  Jones  29  606  599  77 

Connecticut  General  360  262  430  119  DPF  **  **  114  156 

Consolidated  Edison  718  581  393  129  Dravo  559  377  59  88 


Consolidated  Foods  635  804  817  156  Dresser  Industries  145  197  82  68 

Consol  Freightways  222  488  289  136  Duke  Power  751  779  445  129 

Consol  Natural  Gas  621  558  205  129  Dun  &  Bradstreet  Cos  91  565  627  77 

Consolidated  Papers  453  75  30  81  El  du  Pont  542  723  703  74 

Consumers  Power  758  829  563  129  Duquesne  Light  589  824  535  129 


Continental  Airlines  938  871  826  136  E-Systems  137  32  4  61 

Continental  Corp  779  557  251  119  Eagle-Picher  Inds  239  361  129  68 

Continental  Group  437  339  341  81  Earth  Resources  8  9  5  152 

Continental  Illinois  383  399  463  119  Eastern  Air  Lines  967  934  962  136 

Continental  Oil  261  213  168  152  Eastern  Gas  &  Fuel  171  130  76  152 


Continental  Tel  571  752  784           129  Eastman  Kodak  165  588  937  77,  126 

Control  Data  920  829  898  110,119  Eaton  378  564  413  54 

Cook  Industries  63  33  487           146  Jack  Eckerd  116  169  740  143 

Cook  United  969  934  959           143  Economics  Laboratory  195  310  804  162 

Cooper  Industries  96  164  35            68  Edison  Bros  Stores  106  208  155  143 


AdolphCoors  320  426  **  156  EG&G  367  89  432  98 

Copeland  153  333  639  98  El  Paso  Company  775  847  550  129 

Copperweld  187  158  220  104  Eltra  465  447  282  94,98 

Corning  Glass  Works  598  612  837  98  Emerson  Electric  161  466  614  98 

Cornwall  Equities  711  436  405  143  Emery  Air  Freight  3  212  692  136 


CPC  International  244  421  190  156  Emhart  360  376  157  68 

Crane  64  29  20  104  Engelhard  Min  &  Chem  37  141  416  113 

Crocker  Natl  Corp  701  805  617  119  ENSERCH  272  442  603  129 

Crown  Central  Petrol  365  41  163  152  Entex  75  83  77  129 

Crown  Cork  &  Seal  310  327  443  81  Envirotech  626  192  762  68 


Crown  Zellerbach  423  266  248  81  Equifax  166  852  440  77 

Crum&Forster  604  538  391  119  ERC  570  686  872  119 

Culbro  845  800  379  126  Esmark  519  56  435  94,  146 

Cullum  Companies  741  647  215  146  Ethyl  138  245  237  74 

Cummins  Engine  414  419  710  54  Evans  Products  897  900  652  88 


Curtiss-Wright  850  140  778  94  Ex-Cell-0  662  544  221  68 

Cutler-Hammer  460  282  298  98  Exxon  228  360  334  152 

Cyclops  884  719  422  104  Fairchild  Camera  461  **  878  98 

Cyprus  Mines  774  851  743  113  Fairchild  Industries  893  90  139  61 

Dan  River  918  42  433  162  Fairmont  Foods  819  814  596  156 


Dana  176  281  199  54  Fed-Mart  338  331  748  143 

Dart  Industries  457  353  543  94  Fedders  977  934  992  162 

Data  General  61            8  188  110  Federal  Co  365  95  79  146 

Dayco  332  604  387  94  Federal-Mogul  656  681  616  54 

Daylin  996  934  996  143  Fedl  Natl  Mortgage  239  183  588  119 


Dayton-Hudson  547  306  125  143  Federal  Paper  Board  398  244  283  81 

Dayton  Power  &  Light  682  855  592  129  Federated  Dept  Stores  419  544  645  143 

Dean  Foods  335  170  12  146  Ferro  341  372  701  88 

Deere  181  125  304  54  Fidelcor  666  870  904  119 

DEKALB  AgResearch  151  155  914  146  Fieldcrest  Mills  729  731  338  162 


Del  Monte  382  363  296  156  Firestone  798  766  745  54 

Delmarva  Power  &  Lt  722  837  568  129  First  Bank  System  446  607  774 

Delta  Air  Lines  226  362  794  136  First  Charter  Finl  521  400  674  119 

DennisonMfg  469  346  409  68  First  Chicago  Corp  496  458  751 

Denny's  94  168  141  77  First  City  Bancorp  417  456  595  119 

DeSoto  782  817  302  88  First  Intl  Bshs  282  342  449  119 


PROFITABILITY:  5- Year  Return  on  Equity.    GROWTH:  5- Year  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET:  5- Year  Price  Change.    **Ndt  ranked. 
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Where  to  Find  the  Company 


Rank  Rank 


Industry 

Industry 

Stock 

Survey 
Page  ' 

Company 

Stock 

Survey 

Company 

Profitability 

Growth 

Market 

Profitability 

Growth 

Mgrket 

Page 

First  Natl  Boston 

746 

775 

805 

119 

W  W  Grainger 

136 

234 

581 

98 

First  Natl  Stores 

981 

934 

879 

146 

Graniteville 

401 

127 

202 

162 

First  Penna  Corp 

702 

884 

944 

119 

Gray  Drug  Stores 

696 

820 

531 

143 

First  Wisconsin  Corp 

856 

892 

790 

119 

Great  Atl  &  Pac  Tea 

973 

934 

851 

146 

Fischbach  &  Moore 

314 

556 

909 

88 

Gt  Northern  Nekoosa 

388 

221 

242 

81 

Fijher  Foods 

231 

451 

875 

146 

Gt  Western  Financial 

636 

199 

650 

119 

Fleetwood  Enterprises 

464 

591 

857 

77 

Great  Western  United 

40 

432 

11 

146 

Fleming  Companies 

227 

408 

207 

146 

Green  Giant 

840 

750 

662 

156 

Flickinger 

446 

396 

164 

146 

Greyhound 

616 

765 

668 

136,  146 

Flintkote 

894 

778 

591 

88 

Grolier 

1001 

934 

994 

77 

Florida  Power 

622 

753 

761 

129 

Grumman 

90 

** 

91 

61 

Florida  Power  &  Lt 

641 

634 

699 

129 

Gulf  &  Western  Inds 

140 

139 

451 

94 

Fluor 

131 

124 

107 

88 

Gulf  Oil 

452 

439 

380 

152 

FMC 

536 

488 

400 

94 

Gulf  Resources  &  Chem 

20 

** 

195 

113 

Food  Fair 

947 

923 

769 

146 

Gulf  States  Utils 

612 

758 

722 

129 

Foodarama  Supermkts 

594 

** 

97 

146 

Gulf  United 

682 

706 

600 

119 

Ford  Motor 

597 

643 

688 

54 

Halliburton 

71 

86 

212 

88 

Foremost-McKesson 

342 

635 

494 

146 

Hammermill  Paper 

680 

271 

336 

81 

Foster  Wheeler 

327 

211 

17 

68 

Handy  &  Harman 

67 

108 

84 

113 

Foxboro 

573 

106 

140 

68 

Hanes 

727 

425 

160 

162 

Franklin  Life  Ins 

348 

467 

512 

119 

Hanna  Mining 

504 

540 

714 

104 

Franklin  Mint 

12 

58 

933 

77 

Hannaford  Bros 

322 

322 

291 

146 

Frederick  &  Herrud 

484 

826 

954 

146 

Hanover  Insurance 

415 

554 

383 

119 

Free  port  Minerals 

328 

345 

695 

74 

Harcourt  Brace  Jovan 

349 

550 

388 

77 

Fruehauf 

646 

660 

546 

54 

Harnischfeger 

370 

59 

24 

68 

Fuqua  Industries 

910 

911 

880 

77,  94 

Harris  Bankcorp 

508 

440 

307 

119 

GAF 

922 

858 

835 

94 

Harris  Corp 

691 

687 

92 

68,98 

Gamble-  Skogmo 

713 

650 

694 

143 

Harsco 

250 

330 

131 

68 

Gannett 

234 

251 

407 

77 

Hart  Schaff  &  Marx 

857 

845 

894 

162 

Gardner-Denver 

557 

799 

726 

68 

Hartfield-Zodys 

997 

934 

787 

143 

Garfinckel  Brooks  Bros 

599 

603 

747 

143 

K  J  Heinz 

548 

487 

228 

156 

Gas  Service 

817 

801 

618 

129 

Walter  E  Heller  Intl 

424 

797 

887 

119 

GATX 

666 

695 

750 

68 

Hercules 

581 

652 

905 

74 

General  Cable 

674 

671 

531 

113 

Hershey  Foods 

311 

514 

588 

156 

General  Cinema 

209 

396 

528 

77 

Heublein 

215 

367 

876 

156 

General  Dynamics 

372 

36 

74 

61 

Hewlett-Packard 

179 

126 

541 

98,  110 

General  Electric 

201 

457 

681 

94,  98,  162 

Hilton  Hotels 

458 

311 

309 

77 

General  Foods 

380 

631 

277 

156 

Hobart 

364 

583 

839 

68 

General  Host 

914 

934 

764 

146 

Holiday  Inns 

754 

771 

936 

77 

General  Instrument 

863 

300 

510 

98 

Honeywell 

777 

684 

934 

98,  110 

General  Mills 

217 

300 

418 

156 

Hoover  Ball  &  Bearing 

109 

435 

317 

54 

General  Motors 

274 

675 

583 

54 

Hoover  Co 

842 

879 

938 

162 

General  Public  Utils 

731 

781 

410 

129 

George  A  Hormel 

560 

622 

241 

146 

General  Refractories 

926 

30 

345 

68 

Hospital  Corp  of  Am 

306 

136 

515 

126 

General  Reinsurance 

219 

259 

656 

119 

Houdaille  Industries 

180 

350 

329 

68 

General  Signal 

466 

459 

412 

68 

Household  Finance 

505 

786 

829 

119,  143 

General  Tel  &  Elec 

490 

661 

350 

98,  129 

Houston  Industries 

486 

662 

742 

129 

Genl  Tire  &  Rubber 

493 

405 

429 

54,  94 

Houston  Natural  Gas 

44 

82 

83 

129 

Genesco 

994 

934 

967 

143,  162 

Howard  Johnson 

524 

420 

947 

77 

Genuine  Parts 

135 

297 

586 

54 

Hughes  Tool 

426 

40 

124 

68 

Georgia-Pacific 

133 

198 

174 

81,  88 

Humana 

509 

162 

171 

126 

Gerber  Products 

475 

769 

295 

156 

E  F  Hutton  Group 

197 

248 

329 

119 

Getty  Oil 

470 

185 

122 

152 

Hyatt  Corp 

837 

861 

971 

77 

Giant  Food 

431 

500 

506 

146 

Hyster 

532 

523 

478 

54,  68 

Gifford-Hill 

706 

633 

779 

88 

IC  Industries 

852 

485 

446 

94,  136 

umieue 

mo 

1  <Lo 

921 

126 

Ideal  Basic  Inds 

432 

205 

311 

88 

Gino's 

286 

476 

77 
/  / 

Idle  WIIQ  rooos 

1  AC< 

mo 

DU 

£00 

1  A£> 

Girard 

767 

850 

621 

119 

Illinois  Power 

581 

840 

612 

129 

Globe-Union 

385 

128 

40 

54 

Illinois  Tool  Works 

267 

424 

749 

68 

Godfrey 

462 

477 

191 

146 

Imperial  Corp  of  Am 

474 

273 

539 

119 

Goldblatt  Brothers 

941 

907 

857 

143 

INA 

793 

651 

468 

119 

B  F  Goodrich 

891 

589 

620 

54 

Inco  Ltd 

299 

521 

854 

113 

Goodyear 

782 

808 

791 

54 

Ingersoll-Rand 

324 

622 

473 

68 

Gould 

379 

288 

180 

98 

Ingredient  Technology 

31 

924 

46 

146 

Govt  Employees  Ins 

986 

934 

985 

119 

Inland  Container 

251 

112 

120 

81 

W  R  Grace 

472 

204 

365 

74,  94 

Inland  Steel 

660 

463 

312 

104 

PROFITABILITY:  5-Year  Return  on  Equity.   GROWTH:  5- Year  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET:  5- Year  Price  Change.    "Not  ranked. 
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"Wow!  Thats  a 
big  coal 
train,  dad." 


"More  than  that,  son. 
Coal  and  the  railroads 
are  a  big  part  of 
your  future." 


When  you  ask:  "What  does  our  country  need  the 
most?"  The  answer  is  energy.  That's  why  coal  is 
important  for  it's  America's  most  abundant  source 
of  energy. 

Equally  important  is  the  ability  of  the  railroads  to 
move  huge  tonnages  of  coal  by  unit  trains.  Santa 
Fe  has  the  capacity  to  handle  many  more  trains. 

A  good  example  of  Santa  Fe's  additional  capacity 
was  demonstrated  during  the  flood  last  fall  in  the 
Kansas  City  area. 

Fortunately,  Santa  Fe  was  able  to  maintain  nor- 
mal operations  through  Kansas  City  while  many 
other  railroads  were  temporarily  out  of  service  due 
to  high  water.  During  a  two  and  one-half  day 
period,  we  handled  65  trains  of  four  other  railroads 
in  addition  to  60  daily  trains  of  our  regular  fleet 
between  Kansas  City  and  the  west.  This  was  an 
addition  of  5,493  cars  representing  an  extra 
339,709  tons  on  our  railway.  Altogether  Santa  Fe 
handled  a  50%  increase  over  normal  operations 
without  special  preparations.  There  was  no  undue 


delay  to  either  our  trains  or  those  we  handled  for 
other  railroads. 

The  more  the  energy  problem  persists  in  this 
country  the  more  important  the  railroads  become. 
Santa  Fe  has  the  ability  to  meet  problems  head-on 
and  respond  to  them  more  effectively  than  other 
forms  of  transportation  because  of  our  energy- 
efficient  operations  and  extra  capacity  to  get  the 
job  done. 

When  you  add  it  all  up,  what  Santa  Fe  is  doing 
today  will  be  even  more  important  to  you  and  your 
family  tomorrow. 


The  Atchison,  Tbpeka  and  Santa  Fe  Railway  Company 

Your  tomorrow  is  our  business  today! 

Facts  about  Santa  Fe's  transportation  services  can  be  secured  from  traffic  offices  across  the  nation 
listed  in  the  Yellow  Pages.  For  information  about  plant  sites,  real  estate  projects,  construction  and 
natural  resources  write  Santa  Fe,  Box  333,  224  South  Michigan  Ave.,  Chicago,  Illinois  60604, 
telephone:  (312)  427-4900. 

A  SANTA  FE  INDUSTRIES  COMPANY 


Where  to  Find  the  Company 


Rank 

Rank 

Industry 

Industry 

JiOCK 

Company 

Stock 

Pr/if  if  a  hi  1  it~w 
rTOt  HdUllllj 

Growth 

Market 

Page  ■ 

Profitability 

Growth 

Market 

Page 

inmont 

633 

57 

18 

74 

Longview  Fibre 

164 

222 

177 

81 

Insilco 

356 

631 

361 

162 

Louisiana  Land 

13 

474 

808 

152 

interco 

H  i  1 

Z}/ o 

528 

162 

1  ni  li^iana-Parif  ir 

95 

208 

294 

81 

Inter  lake 

3/o 

loo 

ID -J 

104 

959 

931 

845 

162 

IBM 

1  97 

JJO 

110 

60 

181 

810 

146 

Intl  Flavors  &  Frag 

86 

291 

831 

126 

LTV 

751 

** 

641 

94,  104 

Intl  Foodservice 

983 

934 

993 

146 

Lubrizol 

57 

238 

647 

74 

inn  Harvester 

oni 
OU 1 

619 

54 

Lurkv  Stores 

91 

512 

360 

146 

w*i  Minerals  &  unem 

OR 

1 

i 

•JO 

74 

Lurllnw  Cnrn 

935 

920 

890 

162 

intl  MuitiToods 

4yo 

D 

1  -JO 

1  lltfPnQ  ^tppl 

770 

312 

459 

104 

International  Paper 

308 

174 

347 

81 

Lykes 

945 

934 

607 

104 

Intl  Systems 

928 

303 

984 

88 

1 1 1 1  ■  ...I.  Ill  M  .I, 

Macmiltan 

880 

641 

434 

77 

|n»|  Tpi  ff.  Tpi 

inn  1  CI  01  r  CI 

669 

693 

812 

94 

R  H  Macy 

590 

533 

575 

143 

Inter  pace 

71d 

/ 

445 

117 

88 

Mapir  Chpf 

866 

802 

866 

162 

wiersiaiie  unneo 

OOl 

ow 

428 

143 

Mallinckrodt 

201 

157 

585 

74 

Investors  Div  Svcs 

768 

859 

729 

119 

P  R  Mallory 

800 

727 

219 

98 

Iowa  Beef  Processors 

51 

47 

179 

146 

Malone  &  Hyde 

147 

294 

584 

146 

ltd 

199 

18 

89 

110 

Manhattan  Industries 

937 

925 

841 

162 

III  Entprnatinnal 

IU  a II ICE  HdllUllCtl 

612 

530 

865 

94 

Mfrs  Hanover  Corp 

392 

428 

408 

119 

1  off  Arc/^n  -  Pi  Inf 

521 

369 

504 

119 

MAPCO 

9 

48 

69 

152 

Jewel  Companies 

654 

711 

814 

146 

Marathon  Mfg 

841 

329 

514 

68 

Jim  Walter 

242 

226 

393 

88 

Marathon  Oil 

270 

314 

225 

152 

Inline- Msnui  Hp 

780 

744 

349 

88 

Marpmnnt 

642 

146 

910 

54 

InhncAn  JL  Inhncnn 

JUIIIIMjU  at  JUMII3UII 

186 

299 

803 

126 

Marine  Midland  Bank^ 

iviaiiiic  iTiiuianu  uaiin 

888 

913 

903 

119 

JUIIIIOUII  VHJIIUUI3 

505 

673 

147 

68 

Marriott 

648 

320 

948 

77 

Jonathan  Logan 

878 

891 

976 

162 

Marsh  &  McLennan  Cos 

18 

388 

230 

119 

Joy  Manufacturing 

384 

282 

86 

68 

Marsh  Supermarkets 

536 

501 

253 

146 

K  mart 

220 

218 

768 

143 

Marshall  Field 

814 

810 

700 

143 

Kaicpr  Alum  SL  horn 

rXalMTI  MIUIII  Of.  VI  Id  II 

742 

390 

126 

113 

Martin  MariAtta 
■rial  till  ivlailCllo 

526 

548 

227 

94 

402 

39 

52 

104 

Man/land  fun 

iviaiTiaiiu  v Up 

609 

555 

556 

81 

Kane-Miller 

596 

240 

477 

156 

Masco 

66 

117 

651 

88 

Kaufman  &  Broad 

946 

926 

988 

88 

Masonite 

618 

678 

818 

88 

Kay 

796 

480 

882 

146 

428 

50 

636 

54 

Kellogg 

39 

340 

183 

156 

Mattel 

■  fluUvl 

37 

** 

696 

77 

Keltwood 

568 

733 

421 

162 

Maw  npnt  ^tnrpc 

622 

464 

579 

143 

Kemper  Corp 

356 

472 

573 

119 

Oscar  Mayer 

277 

393 

278 

146 

Kennecott  Copper 

906 

905 

502 

113,  152 

Maytag 

43 

645 

687 

162 

Kerr  Glass  Mfp 

455 

65 

** 

81 

MBPXL 

672 

527 

516 

146 

Kerr-McGee 

290 

177 

672 

152 

MCA 

79 

37 

53 

77 

Keystone  Consolidated 

896 

389 

800 

104 

MeCormick  &  Co 

l*l\>VUI  1 1  ■■  Vl\  Hi  \*V 

351 

302 

853 

156 

Walter  Kidde 

546 

180 

474 

94 

J  Ray  McDermott 

23 

15 

192 

88 

Kimberly-Clark 

349 

149 

402 

81,  126 

McDonald's 

47 

72 

697 

77 

Kings  Dept  Stores 

223 

513 

342 

143 

McDonnell  Douglas 

604 

784 

540 

61 

Knight-Ridder  News 

462 

357 

658 

77 

McFVinmicyh 

1*1  v  l^UI  IwUg  1 1 

270 

279 

258 

162 

Kr>p  hrinp 

871 

782 

373 

68 

Ms*f*  i*smh  -  FH  ienn 

693 

803 

744 

98 

Koppers 

296 

171 

22 

94 

McGraw-Hill 

358 

552 

292 

77 

Kraft 

441 

561 

453 

156 

McKee 

131 

21 

29 

88 

Kroger 

731 

676 

271 

146 

Mr  S  pan  Tmrlrino 
i»iv. Leal i  ii u\*mi ig 

108 

269 

417 

136 

Laclede  Gas 

647 

780 

358 

129 

McLouth  Steel 

879 

** 

628 

104 

Lane  Bryant 

612 

742 

895 

143 

Mead 

237 

73 

72 

81 

Lear  Siegler 

345 

505 

104 

94,  98 

Mellon  National  Corp 

704 

605 

382 

119 

Leaseway  Transport" 

53 

191 

597 

136 

Melville 

55 

327 

572 

143,  162 

Levi  Strauss 

45 

97 

235 

162 

Mpmnrpv 

IVICI 1 IUI CA 

1002 

934 

80 

110 

Levitz  Furniture 

852 

842 

973 

143 

369 

452 

847 

143 

Li  b  bey-Owe  n  s-  Ford 

540 

725 

705 

54 

Mprrk 

9R 

cO 

350 

721 

126 

Liberty  Natl  Life 

560 

518 

763 

119 

Merrill  Lynch  &  Co 

553 

720 

816 

119 

Liggett  Group 

866 

859 

679 

126,  156 

Mervyn's 

33 

31 

67 

143 

Eli  Lilly 

88 

354 

861 

126 

MGM 

125 

** 

19 

77 

Lincoln  Natl  Corp 

771 

647 

578 

119 

Metromedia 

367 

2% 

363 

77 

Liquid  Air  of  No  Amer 

302 

132 

** 

74 

Fred  Meyer 

339 

332 

265 

146 

Litton  Industries 

948 

922 

290 

94 

Michigan  National 

224 

423 

425 

119 

Lockheed 

1 

** 

100 

61 

Middle  South  Utils 

602 

709 

726 

129 

Loews 

158 

277 

643 

77.  126 

Midland-Ross 

544 

138 

54 

68 

Lone  Star  Industries 

748 

698 

623 

88 

Miles  Laboratories 

566 

659 

560 

126 

Long  island  Lighting 

552 

759 

608 

129 

Minn  Mining  &  Mfg 

167 

530 

793 

94 

Longs  Drug  "tores 

72 

252 

684 

143 

Missouri  Pacific  Corp 

17 

163 

31 

136 

PR0FITA3IUTY:  5-Year  Return  on  Equity.  GRC 

NTH:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET;  5- Year  Price  Change.    "Not  ranked. 
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Haven't  you  promised  yourself  a  Cadillac 

long  enough? 

Designed  and  engineered  for  the  changing  world 
you  live  in. 

There  are  many  reasons  to  make  your  Cadillac  decision 
soon.  Cadillac  craftsmanship.  The  Cadillac  name. 
Cadillac  resale  value.  The  confidence  in  knowing  that 
Cadillac  is  America's  most  sought-after  luxury  car,  by  a 
wide  margin  .  .  .  year-in  and  year-out. 

As  you  turn  to  steal  a  second  look,  you  know  t he  time 
has  come  .  .  .  time  to  keep  that  promise  to  yourself  and 
see  your  Cadillac  dealer. 


Maybe  you've  told  yourself  that  sooner  or  later 
you're  going  to  own  a  new  Cadillac. 

And  maybe  you've  wondered  why  so  many  people — 
including  many  long-time  Cadillac  owners — 
ve  chosen  to  own  one  of  this  new  breed  of  Cadillac.  A 
car  that  combines  Cadillac  luxury  and  comfort 
with  responsiveness  .  .  .  agility .  .  . 
maneuverability  in  city  traffic. 

Here  is  a  Cadillac  that's  right  for  the  times — 
leading  the  way  for  others  to  follow. 


"If  your  house  wiring 

isn't  copper, 
somebody  hasn't  seen 

the  light" 


The  electrician  in  the  picture  is  installing  copper  building  wire 
in  a  new  house.  The  owner,  architect  and  builder  chose  copper— not  a 
substitute— because  copper  is  unbeatable  as  a  conductor  of  electricity 
is  easy  to  work  with,  tough,  long-lasting,  and  above  all  safe. 

With  copper,  people  take  such  competitive  advantages  for 
granted. 

Yet,  if  you're  building  a  house,  factory,  school,  office  building, 
or  practically  anything  else  today,  you  should  keep  in  mind  a  few 
other  facts  about  copper— and  take  additional  comfort  from  them: 

•  America  can  supply  virtually  all  of  its  copper  needs— all  the 
copper  you  could  want.  We  are  not  at  the  mercy  of  foreign 
suppliers.  (Seven-eighths  of  the  aluminum  Americans  use  is 
produced  from  imported  raw  material.) 

•  With  energy  shortages  looming  and  costs  rising,  remember  that 
copper  takes  comparatively  little  energy  to  produce— pound  for 
pound  less  t  han  half  of  the  amount  required  for  aluminum,  for 
example. 

•  Over  40rc  of  America's  copper  needs  are  met  through  recycling 
copper  scrap.  And  copper's  salvage  value  has  more  than  doubled 
over  the  last  25  years. 

If  you're  faced  with  a  decision  between  copper  and  a  substitute 
write  or  call  us.  There's  nothing  we'd  like  better  than  to  shed  some 


light  on  the  subject. 


phejps 

Mm  300  Park  Avenue,  New 


Today,  more  than  ever,  there's  no  real 
substitute  for  copper. 


mm 


Where  to  Find  the  Company 


Rank 


Industry 

Company 

Stock 

Survey 

Profitability 

Growth 

Market 

Page 

Mobil 

404 

382 

527 

152 

Modem  Merchandising 

101 

17 

209 

143 

Mohasco 

892 

867 

897 

162 

Monfort  of  Colorado 

934 

921 

836 

146 

Monsanto 

200 

133 

272 

74 

Moore  Corp 

178 

434 

870 

110 

Moore  McCormack  Res 

119 

** 

2 

136 

J  P  Morgan  &  Co 

328 

406 

534 

119 

Morrison-Knudsen 

657 

88 

108 

88 

Morton-Norwich 

831 

874 

490 

126 

Motorola 

492 

316 

798 

98 

Munford 

766 

669 

860 

146 

G  C  Murphy 

831 

690 

630 

143 

Murphy  Oil 

185 

43 

371 

152 

Nabisco 

391 

718 

552 

156 

Nalco  Chemical 

56 

253 

491 

74 

Nash  Finch 

205 

203 

81 

146 

Nashua 

575 

730 

942 

110 

National  Airlines 

817 

739 

926 

136 

National  Can 

594 

667 

511 

81 

Natl  Detroit  Corp 

592 

608 

377 

119 

National  Distillers 

483 

186 

208 

94,  156 

National  Fuel  Gas 

756 

654 

438 

129 

National  Gypsum 

816 

679 

442 

88 

National  Industries 

573 

** 

63 

94 

National  Kinney 

998 

934 

990 

94 

Natl  Semiconductor 

16 

10 

99 

98 

National  Svc  Inds 

340 

710 

802 

94 

National-Standard 

505 

452 

833 

104 

Natl  Starch  &  Chem 

218 

337 

676 

74 

National  Steel 

827 

677 

582 

104 

National  Tea 

995 

969 

845 

146 

Nationwide  Corp 

812 

454 

757 

119 

Natomas 

84 

3 

376 

152 

NCNB 

675 

812 

956 

119 

NCR 

633 

16 

218 

110 

New  England  Electric 

708 

743 

499 

129 

New  England  G  &  E 

628 

694 

355 

129 

NY  State  Elec  &  Gas 

696 

776 

497 

129 

New  York  Times 

390 

620 

223 

77 

Newmont  Mining 

550 

738 

786 

113 

Niagara  Frontier  Svc 

46 

85 

51 

146 

Niagara  Mohawk  Power 

734 

773 

483 

129 

NICOR 

459 

698 

313 

129 

A  C  Nielsen 

193 

383 

711 

77 

N  L  Industries 

636 

619 

328 

94 

NLT 

677 

441 

567 

119 

NNCorp 

903 

894 

661 

119 

Norfolk  &  Western  Ry 

720 

182 

285 

136 

Norin 

951 

** 

399 

146 

Norris  Industries 

170 

503 

414 

88 

North  American  Coal 

324 

103 

78 

152 

North  Amer  Philips 

548 

347 

542 

98 

Northeast  Utilities 

687 

794 

720 

129 

No  Indiana  Pub  Svc 

517 

783 

670 

129 

Northern  Natural  Gas 

175 

193 

87 

129 

No  States  Power 

560 

746 

464 

129 

Northrop 

291 

257 

27 

61 

Northwest  Airlines 

758 

596 

729 

136 

Northwest  Bancorp 

450 

525 

593 

119 

Northwest  Energy 

203 

268 

26 

129 

Northwest  Industries 

187 

112 

95 

94 

Northwestern  Steel 

389 

609 

634 

104 

Norton 

768 

426 

269 

68 

Norton  Simon 

426 

516 

799 

156 

Nortrust  Corp 

563 

566 

424 

119 

Rank 

Industry 

Comnanv 

Stock 

Survey 

Profitability 

Growth 

Market 

Page 

NVF 

89 

77 

28 

104 

Occidental  Petroleum 

1 17 

cc 

DO 

Ogden 

122 

115 

98 

94 

Ohio  Casualty 

210 

574 

518 

119 

Ohio  Edison 

496 

789 

538 

129 

Oklahoma  Gas  &  Elec 

493 

736 

735 

129 

Oklahoma  Natural  Gas 

158 

343 

C\J  1 

1^7 

Olin  Corp 

662 

** 

45 

94 

Olinkraft 

211 

150 

102 

81 

Olympia  Brewing 

874 

890 

431 

156 

Outboard  Marine 

639 

708 

871 

77 

Owens-Corning  Fbrgls 

370 

236 

222 

88 

Owens-Illinois 

654 

472 

287 

81 

Oxford  Industries 

** 

785 

** 

162 

Pabst  Brewing 

726 

767 

889 

156 

PACCAR 

191 

317 

331 

54 

Pac  Gamble  Robinson 

480 

437 

306 

146 

Pacific  Gas  &  Elec 

696 

755 

664 

129 

Pacific  Lighting 

806 

776 

577 

129 

raCITlC  rWl  Ql  LI 

604 

698 

494 

129 

Pacific  Resources 

345 

318 

863 

152 

Paine  Webber 

791 

791 

564 

119 

Pamida 

626 

629 

972 

143 

Pan  Am  World  Airways 

975 

969 

756 

136 

rannanuie  tasiern 

229 

506 

368 

129 

Parker-Hannifin 

244 

460 

293 

68 

Parker  Pen 

151 

1 16 

34 

77 

Ralph  M  Parsons 

30 

114 

149 

88 

Pay  Less  Drug  (Gal) 

386 

537 

752 

143 

Pay'n  Save 

111 

129 

246 

143 

Peabody  Intl 

528 

156 

783 

68 

Peavey 

328 

54 

173 

146 

Penn-Dixie  Inds 

956 

** 

965 

88 

J  C  Penney 

530 

655 

913 

143 

Da  DnuMr  ft.  1  taht 

ra  rower  ot  Ltgni 

565 

692 

441 

129 

Pennwalt 

590 

373 

264 

74 

Pennzoil 

61 

80 

142 

152 

Peoples  Drug  Stores 

897 

832 

587 

143 

Peoples  Gas 

376 

569 

233 

129 

rcpSll^O 

163 

386 

437 

156 

Perini 

803 

2 

166 

88 

Perkin-Elmer 

518 

449 

797 

98 

Pet 

760 

625 

533 

156 

Petrie  Stores 

19 

105 

370 

143 

Petrolane 

83 

243 

448 

152 

Pfizer 

242 

483 

737 

126 

Phelps  Dodge 

854 

883 

864 

113 

Phila  Electric 

776 

841 

517 

129 

Philadelphia  Natl 

584 

723 

765 

119 

Philip  Morris 

99 

232 

346 

126 

Philips  Industries 

970 

934 

759 

77 

Phillips  Petroleum 

295 

152 

189 

152 

Phillips-Van  Heusen 

931 

903 

850 

162 

Pillsbury 

406 

398 

156 

156 

Pioneer  Corp 

22 

102 

126 

129 

Pioneer  Hi-Bred  Intl 

34 

43 

135 

146 

Pitney-Bowes 

680 

734 

384 

110 

Pittston 

7 

49 

60 

Pneumo  Corp 

352 

** 

6 

146 

Polaroid 

799 

796 

981 

77,  126 

H  K  Porter 

771 

6 

65 

68 

Potlatch 

262 

62 

44 

81 

Potomac  Elec  Power 

731 

704 

404 

129 

PPG  Industries 

502 

271 

476 

88  94 

Procter  &  Gamble 

189 

470 

626 

126,  162 

Provident  Life  &  Acc 

251 

264 

605 

119 

PROFITABILITY:  5- Year  Return  on  Equity.    GROWTH:  5- Year  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET:  5- Year  Price  Change.    "Not  ranked. 
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Where  to  Find  the  Company 


Rank 

Rank 

Industry 

Industry 

Stock 

Survey 

Company 

Stock 

Survey 

Company 

Profitability 

Growth 

Market 

Page  . 

Profitability 

Growth 

Market 

Page 

Public  Service  Colo 

696 

798 

615 

129 

SCM 

743 

79 

245 

94 

Public  Service  Ind 

381 

602 

401 

129 

SCOA  Industries 

302 

55 

68 

162 

Pub  Svc  Elec  &  Gas 

728 

838 

393 

129 

Scot  Lad  Foods 

730 

831 

767 

146 

992 

934 

713 

146 

Scott  &  Fetzer 

144 

577 

677 

94 

Pullman 

553 

215 

197 

68 

Scott  Paper 

736 

626 

456 

81,  162 

Purex 

408 

586 

471 

162 

Scovill  Mfg 

877 

910 

604 

162 

Purolator 

282 

664 

930 

54 

Seaboard  Allied  Milling 

773 

508 

260 

146 

Quaker  Oats 

501 

592 

857 

156 

Seaboard  Coast  Line 

855 

430 

717 

136 

ixudnci  oleic  \Ji I 

173 

400 

922 

152 

Seafirst 

394 

498 

352 

119 

Questor 

940 

917 

970 

54 

Seagram 

811 

643 

886 

156 

Ralston  Purina 

255 

333 

460 

156 

G  D  Searle 

123 

519 

940 

126 

Ramada  Inns 

889 

882 

980 

77 

Sears,  Roebuck 

579 

685 

830 

119,  143 

Rapid-American 

964 

934 

966 

143,  162 

Seatrain  Lines 

976 

934 

252 

136 

Rath  Packing 

991 

969 

685 

146 

Security  Pacific 

657 

672 

444 

119 

Raymond  Intl 

203 

20 

10 

88 

SEDCO 

169 

134 

733 

oo 
OO 

Raytheon 

262 

295 

64 

61,  94,  98 

Service  Merchandise 

4 

5 

9 

143 

RCA 

399 

402 

649 

77,  98,  162 

Servomation 

608 

670 

466 

143 

Reeves  Brothers 

666 

509 

194 

162 

Shell  Oil 

331 

298 

254 

152 

Reichhoid  Chemicals 

419 

175 

344 

74 

Sheller-Globe 

278 

569 

773 

54 

Reliance  Electric 

68 

250 

270 

98 

Sherwin-Williams 

860 

736 

774 

BO 

Reliance  Group 

989 

932 

234 

119 

Shop  Rite  Foods 

971 

934 

952 

146 

Republic  Natl  Life 

632 

853 

834 

119 

Shopwell 

966 

934 

920 

146 

Republic  of  Texas 

247 

217 

632 

119 

Sigmor 

10 

74 

193 

152 

Republic  Steel 

865 

415 

486 

104 

Signal  Companies 

603 

71 

128 

54,  94 

Reserve  Oil  &  Gas 

375 

63 

123 

152 

Signode 

396 

522 

646 

68 

Revco  D  S 

207 

260 

566 

143 

Simmons 

870 

834 

825 

162 

Revere  Copper 

960 

934 

133 

113 

Singer 

972 

934 

968 

94,  162 

Revlon 

126 

348 

244 

126 

Skaggs  Companies 

256 

249 

94 

143 

Rexnord 

311 

290 

280 

68 

Skyline 

490 

871 

855 

77 

R  J  Reynolds  Inds 

111 

524 

246 

126 

A  O  Smith 

917 

888 

706 

54 

Reynolds  Metals 

765 

144 

85 

113 

Smith  International 

104 

67 

159 

68 

Richardson-Merrell 

425 

542 

723 

126 

SmithKline  Corp 

85 

601 

121 

126 

Riegel  Textile 

448 

93 

170 

162 

So  Carolina  E  &  G 

639 

816 

638 

129 

Rite  Aid 

342 

228 

907 

143 

Southdown 

987 

934 

94 

Roadway  Express 

50 

161 

240 

136 

Southeast  Banking 

763 

875 

964 

119 

H  H  Robertson 

622 

536 

266 

88 

So  Calif  Edison 

662 

613 

426 

129 

A  H  Robins 

208 

553 

963 

126 

Southern  Company 

682 

809 

520 

129 

Rochester  Gas  &  Elec 

708 

751 

374 

129 

So  Natural  Resources 

196 

386 

420 

129 

Rockwell  Intl 

516 

594 

492 

61,  94 

So  New  England  Tel 

786 

732 

509 

129 

Rohm  &  Haas 

885 

864 

939 

74 

Southern  Pacific 

904 

762 

628 

136 

Rohr  Industries 

985 

934 

950 

61 

Southern  Railway 

706 

336 

324 

136 

Rollins  Inc 

42 

365 

823 

162 

Southern  Union 

488 

598 

343 

129 

Roper  Corp 

859 

862 

499 

162 

Southland  Corp 

456 

354 

419 

146 

Rose's  Stores 

883 

904 

969 

143 

Southwest  Forest  tnds 

858 

813 

574 

81,  88 

Royal  Crown  Cola 

160 

431 

899 

156 

Southwestern  Life 

475 

407 

669 

119 

Ruddick 

906 

838 

115 

146 

Southwestern  Pub  Svc 

162 

575 

335 

129 

Ryder  System 

743 

772 

916 

136 

Spencer  Foods 

437 

94 

791 

146 

Safeco 

545 

562 

653 

119 

Sperry  &  Hutchinson 

805 

896 

782 

94 

Safeway  Stores 

419 

587 

410 

146 

Sperry  Rand 

511 

390 

648 

94,  110 

Saga  Corp 

322 

490 

731 

143 

Springs  Mills 

912 

368 

452 

162 

Si  Joe  Minerals 

73 

277 

37 

113.  152 

Square  D 

113 

636 

712 

98 

St  Louis-San  Fran  Ry 

916 

716 

484 

136 

Squibb 

289 

491 

883 

126 

St  Paul  Companies 

284 

484 

739 

119 

A  E  Staley  Mfg 

155 

81 

16 

146 

St  Regis  Paper 

556 

219 

315 

81 

Standard  Brands 

3-17 

541 

403 

156 

Sambo's  Restaurants 

21 

35 

537 

77 

Standard  Oil  Calif 

411 

381 

396 

152 

San  Diego  Gas  &  Elec 

738 

827 

637 

129 

Standard  Oil  Ind 

279 

208 

340 

152 

Santa  Fe  Industries 

844 

241 

300 

136 

Standard  Oil  Ohio 

793 

528 

119 

152 

Santa  Fe  Intl 

123 

70 

70 

88 

Stanley  Works 

577 

469 

642 

162 

Sav-A-Stop 

958 

930 

928 

143 

Stauffer  Chemical 

120 

145 

136 

74 

Sav-On-Drugs 

604 

646 

728 

143 

Sterling  Drug 

230 

639 

918 

126 

Savannah  Foods 

292 

768 

449 

146 

J  P  Stevens 

837 

189 

489 

162 

JdAul  1  II IUUAII  ICS 

913 

889 

902 

81 

Stewart-Warner 

488 

617 

507 

68 

F  &  M  Schaefer 

984 

934 

785 

156 

Stokely-Van  Camp 

842 

546 

406 

156 

Schering-Plough 

26 

188 

869 

126 

Stone  Container 

183 

91 

217 

81 

Jos  Schlitz  Brewing 

436 

627 

982 

156 

Stop  &  Shop 

487 

403 

455 

146 

Schlumberger 

41 

69 

96 

98 

Strawbridge  &  Clothier 

782 

622 

609 

143 

PROFITABILITY:  5- Year  Return  W 

l  Equity.    GROWTH:  S-vear  Compounded  Annual  Earnings  Per  Share  Growth.    STOCK  MARKET:  5 

Year  Price  Change.    **Not  ranked. 
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Georgia  has  raised 
corporate  income  taxes  only  once 
in  12  years.There's  a  good 
reason  for  it. 


i .  it 


Georgia's  taxes  are  worth  noting 
for  two  reasons:  stability  and  equal- 
ity. The  last  time  we  raised  corpo- 
rate income  taxes  was  in  1969, 
from  5  to  6%.  Prior  to  that,  the  rate 
increased  1%  in  1964.  Personal  in- 
come taxes  haven't  risen  since  1971. 

Rather  than  increasing  the  tax 
burden,  Georgia  focuses  on  decreas- 
ing the  cost  of  operating  our  govern- 
ment. In  1972  we  consolidated  300 
agencies  and  departments  into  22 
workable  units  and  set  up  zero  base 


budgeting.  Governor  George 
Busbee  and  our  state  legislature 
continue  those  programs,  helping 
provide  an  environment  in  which 
business  runs  smoothly. 

That's  one  reason  more  than  a 
billion  dollars  were  invested  in  new 
and  expanded  Georgia  plants  last 
year.  Yet  low,  stable  taxes  and  fiscal 
responsibility  are  just  part  of  the 
story.  We  also  have  an  eager  and 
skilled  labor  force.  Available  and 
reliable  energy.  Transportation  and 
distribution  facilities  unequalled  in 
the  Southeast. 


For  more  information  about 
Georgia's  industrial  advantages— 
quickly  and  confidentially  —  contact 
Milt  Folds,  Commissioner,  Georgia 
Department  of  Industry  &  Trade, 
404/656-3556,  P.O.  Box  1776, 
Atlanta,  Georgia  30301, 
Dept.  FB-82. 

Georgia 


Where  to  Find  the  Company 


Rank 

Rank 

■  .  

r  - 

Industry 

Industry 

Stock 

Company 

Stock 

V>v*  1  IJ./CT1  1 J 

Profitability 

Growth 

Market 

Page 

Profitability 

Growth 

Market 

Page 

Studetaker-Worthington 

434 

494 

236 

94 

United  States  Steel 

751 

229 

162 

104 

Suburban  Propane  Gas 

392 

422 

605 

152 

United  Technologies 

299 

134 

116 

61,  94 

Sun  Chemical 

Doy 

DO/ 

i  fifi 

74 

United  Telecom 

316 

628 

J£D 

1  9Q 

1*13 

Sun  Company 

0^1 

OIQ 
coy 

9R7 
CO/ 

Univar 

333 

142 

71 

146 

Sunbeam 

Do  I 

/DU 

1  fi9 
ID*. 

Universal  Leaf 

4fii 

JDO 

RR 
oo 

14fi 

Sundstrand 

415 

214 

314 

68 

UOP 

875 

51 

708 

94 

Super  Food  Services 

353 

207 

39 

146 

Upjohn 

191 

371 

789 

126 

Super  Valu  Stores 

011 

-3D 

I4fi 

1HD 

USLIFE 

288 

359 

842 

1 19 

Superior  Oil 

D/O 

1 DU 

11 A 

1  ^9 

Utah  Power  &  Light 

651 

721 

9QQ 

t  jj 

1  9Q 

Supermarkets  General 

DDI 

/  DU 

DD*i 

UV  Industries 

1  1R 
1  io 

Qfi 

3D 

42 

30 

Sybron 

563 

593 

867 

94 

Varian  Associates 

886 

87 

354 

98 

Sysco 

266 

270 

806 

146 

VFCorp 

281 

416 

801 

162 

Talley  Industries 

All 

M  fi 
D  ID 

1M 
jj  i 

162 

Va  Electric  &  Power 

734 

818 

736 

129 

Tampa  Electric 

01  j 

fiRR 
DOO 

479 
*+/  £. 

1  9Q 

1  £-3 

Vornado 

957 

929 

906 

143 

Tandy 

7 

** 

77  143 

Vulcan  Materials 

141 

173 

134 

94 

Tappan 

963 

934 

932 

162 

Wachovia  Corp 

479 

572 

** 

119 

Tecumseh  Products 

298 

535 

488 

68 

Wal-Mart  Stores 

32 

43 

297 

143 

Tektronix 

9RQ 

£03 

1  GiA 

Qfi 

JO 

Waldbaum 

410 

HO  3 

91  ^ 

14fi 

1HD 

Teledyne 

DD 

1R 

JO 

7 

94  98 

Walgreen 

745 

7Q1 
/  31 

660 

141 

i*+o 

Tenneco 

01 A 

197 

94  129 

niram  wainer 

fi41 

DHO 

728 

861 

1  Rfi 

1JO 

Tesoro  Petroleum 

174 

148 

888 

152 

Wallace-Murray 

225 

566 

185 

68 

Texaco 

480 

673 

657 

152 

Ward  Foods 

1000 

969 

508 

156 

Texas  Commerce  Bshs 

OUD 

10^ 

9R4 

I  1Q 

I I  3 

Warnaco 

074 

37/ ™ 

JJH 

RQD 

lfi9 

1D*1 

Texas  Eastern 

110 
Of  c. 

JJ 1 

fifis 

129 

Warner  &  Swasey 

848 

702 

757 

68 

Texas  Gas  Transmn 

11p\ 

A  AO 
l-y-\tL 

970 
*.  /  3 

129 

Warner  Communications 

249 

575 

593 

77 

Texas  instruments 

233 

193 

570 

98 

Warner-Lambert 

311 

547 

795 

126 

Texas  Oil  &  Gas 

48 

53 

521 

152 

Washington  Gas  Light 

820 

811 

462 

129 

Texas  Utilities 

4R9 
HOC 

fififl 

DOO 

71R 

/  JO 

1  90 
X  3 

Washington  Natl  Corp 

RDQ 

71  ^ 
/  io 

^RS 

JOJ 

1  10. 

1  13 

Texasgulf 

238 

377 

332 

1 13 

Washington  Post 

177 

220 

1 10 

77 

Textron 

191 

OC  1 

filR 

fi94 

04 

wean  united 

001 

** 

1R4 

fiR 

DO 

Thiokol 

248 

160 

231 

74 

Del  E  Webb 

831 

717 

147 

77,  88 

Thriftimart 

944 

854 

243 

146 

J  Weingarten 

872 

868 

523 

146 

Thrifty  Corp 

RD4 

OUH 

O  J/ 

fifiR 

OOJ 

141 

Weis  Markets 

1  ro 

1  JU 

HVJ3 

914 

14fi 

1HD 

Tiger  International 

40R 

Oil 

30  X 

1 Ifi 

IjD 

Wells  Fargo 

jjj 

AfiR 

03/ 

1  1Q 
1 13 

Time  Inc 

355 

374 

275 

77 

west  roint-repperen 

737 

254 

268 

162 

Times  Mirror 

304 

412 

436 

77 

Western  Air  Lines 

440 

25 

796 

136 

Timken 

510 

501 

261 

68 

Western  Bancorp 

645 

711 

497 

119 

Tosco 

149 

64 

323 

152 

Western  Union 

924 

869 

Q.97 

3<1  / 

129 

Trane 

801 

ROfi 

R99 

RR 
oo 

Westinghouse  Elec 

R^ 

OO  J 

R9R 

OilO 

RQ^ 

030 

04  OR  lfi9 

3*+,  30,  10<L 

Trans  Union 

4f)Q 

R70 

o/  3 

GJ\7 
JH/ 

fiR 

DO 

Westmoreland  Coal 

c 

D 

1  9 

q 

O 

1  R9 

1J£ 

Trans  World  Airlines 

954 

901 

978 

136 

Westvaco 

333 

110 

175 

81 

Transamerica 

679 

511 

504 

94,  119 

Wetterau 

221 

428 

644 

146 

Transco  Companies 

404 

815 

210 

129 

Weyerhaeuser 

153 

9?n 

£Ov 

?Rfi 

O  JD 

81  88 

Transway  Intl 

206 

471 

326 

136 

Wheelabrator-Frye 

HDO 

4 

1QR 

1  JO 

fiR 

DO 

1  IdVtMCfS 

725 

510 

536 

1  10 

1  13 

wneeung-ritts  oteei 

RRR 

JjO 

RfiR 

ODO 

1 04 

Hj*+ 

TRW 

246 

515 

386 

94 

Whirlpool 

259 

595 

724 

162 

Turner  Construction 

241 

560 

398 

88 

White  Consolidated 

139 

167 

303 

94 

Twentieth  Century-Fox 

287 

** 

61 

77 

White  Motor 

953 

Q1A 

766 

Tyler 

59 

109 

93 

DO 

Whittaker 

JJO 

Ql  A 

OD/ 

?H 

■ 

UHL 

RR9 

R4 

77fi 

/  /o 

1  Ifi 
IOO 

wicKes 

QQ7 
00/ 

fiR"5 
DOO 

Union  Bancorp 

824 

887 

544 

119 

Willamette  Inds 

115 

216 

238 

81,  88 

Union  Camp 

101 

131 

178 

81 

Williams  Companies 

347 

306 

553 

74 

Union  Carbide 

280 

223 

JJH 

74  OA 

Winn-Dixie  Stores 

1  C\l 

HHD 

A7Q 
H/ 3 

1*+D 

Union  Electric 

/  DO 

R91 
Oc.  1 

1  oo 

Winnebago  Industries 

QIO 

o/D 

you 

77 
/  / 

1  In  inn  Oil  f*-ilifnrnia 
UIIIUII  V/ll  \*alll\.''  ilia 

110 

199 

<iUo 

Wisconsin  Elec  Power 

C7Q 

D/ 3 

DOO 

1  OO 
l£3 

Union  Pacific 

807 

284 

186 

136 

Wisconsin  Pub  Svc 

622 

696 

288 

129 

Uniroyal 

895 

866 

815 

54 

Witco  Chemical 

315 

352 

274 

74 

United  Brands 

961 

928 

702 

156 

F  W  Woolworth 

782 

703 

746 

143 

Utd  Energy  Resources 

35 

23 

\ 

129 

Wm  Wrigley  Jr 

97d 

Rfi^ 

jDj 

9^9 

1DD 

United  Merch  &  Mfrs 

952 

** 

987 

162 

Wyman  Gordon 

172 

24 

8 

61 

United  Refining 

467 

491 

716 

152 

Xerox 

156 

460 

945 

110 

U  S  Fidelity  &  Gty 

453 

477 

281 

119 

Yellow  Freight  System 

24 

172 

205 

136 

United  States  Filter 

797 

13 

675 

88 

Zale 

724 

682 

924 

143 

United  States  Gypsum 

830 

770 

524 

88 

Zapata 

520 

178 

470 

94 

U  S  Home 

869 

895 

943 

88 

Zayre 

890 

881 

941 

143 

U  S  Industries 

905 

918 

915 

94 

Zenith  Radio 

690 

880 

960 

162 

United  States  Shoe 

616 

357 

162 

PROFITABILITY:  5- Year  Return  Oh  | 

0VVTH:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth.   STOCK  MARKET:  5 

Year  Price  Change.  ** 

Not  ranked. 
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These  famous  symbols  all  have  something  in  common. 


They  stand  for  companies 
that  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


Combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as 
the  49th  largest  U.S.  industrial, 
with  1976  sales  of  over 
$3.7  billion. 

And  diversified. 
Greyhound's  activities  run  from 
transportation  to  food  to 
soap  to  computer 
leasing  to  restaurants  to 
display  contracting  to  jet  fueling 
systems  at  major  airports 
and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's 
the  front-runner  in  most  of  them. 

Greyhound  is  the 
number  one  transportation 
company  on  earth... 
or  in  the  sky.  In  1976,  we 
carried  25  million  more  people 
than  America's  number  two 
carrier,  United  Airlines. 

Greyhound's  Armour 
is  America's  leading 


producer  of  bacon  and 
the  second  leading  seller  of 
hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
country's  number  one  soap. 
And,  together  with 
our  Tone  brand,  our 
two  soaps  have  a  larger 
dollar  share  of  market  than 
any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Procter  and  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation 
equipment  in  the  U.S. — 
in  fact,  we  own  more  jets 
than  some  airlines.  And  we 
operate  the  premier  group 
of  display  companies 
in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't 
just  "the  bus  company" 
anymore,  it's  "the  omnibus 
company" — a  diversified 
corporation  that's  run  all 
the  way  up  to  Fortune's  top  50. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies. 


Automotive 


The  great  fuel  economy  race  has  everyone  running 
in  Detroit — carmakers  and  suppliers  alike. 


As  the  FOUR  giant  U.S.  automakers 
jockey  for  position  in  the  great  fuel  econ- 
omy race  (p.  33),  the  rest  of  the  U.S. 
auto  industry — truck,  component  and 
parts  makers  and  tire  producers— push 
and  shove  in  their  wake  for  a  share  of  the 
action.  The  job  of  at  least  maintaining 
auto  performance  while  reducing  weight 
to  meet  government  economy  standards 
puts  a  premium  on  innovative  design 
and  engineering.  But  the  drastic  changes 
needed  to  average  27.5  mpg  by  1985 
make  the  market  a  quirky  place. 

"I  think  this  is  going  to  intensify  the 
competition  measurably,"  says  Henry  P. 
Allessio,  vice  president  of  William  E. 
Hill  &  Co.,  harking  back  to  the  horse- 
and-wagons    replacement    by  Henry 


Ford's  Model  T.  "How  many  blacks- 
miths then  making  wagon  wheels  adjust- 
ed to  change  and  became  major  factors? 
You  are  seeing  auto  suppliers — the  bet- 
ter-managed ones — doing  that  very 
thing,  rather  than  being  content  with 
being  the  village  blacksmith." 

No  one  is  sure  how  U.S.  car  buyers 
will  respond  to  the  more  modest  product 
dictated  by  fuel  economy  standards. 
Thus  there  is  a  reluctance  to  trim  luxury 
and  performance  too  far.  "The  only  alter- 
native," says  Arthur  Davis  of  Prescott 
Ball  &  Turben,  "is  to  substitute  [parts 
and  components]  and  give  you  a  more 
efficient  running  engine  and  lighter 
cars.  "  That  is  what  everybody  in  Detroit 
these  days  is  working  feverishly  to  do. 


The  roughly  2,000  U.S.  companies 
that  engage  primarily  in  making  parts 
and  components  for  new  cars  will  bear  a 
major  part  of  the  burden  of  making  the 
transition.  And  producers  will  increas- 
ingly seek  diversity  to  protect  them- 
selves from  the  volatility  of  the  market. 
As  Allessio  puts  it,  "The  companies  that 
are  relying  only  on  one  area,  hell,  they 
are  going  to  be  left  out  in  the  cold.  " 

The  bigger  original-equipment  manu- 
facturers (OEMs)  like  Budd  and  Eaton 
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Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

VEHICLES 

Caterpillar  Tractor 

21.5% 

1 

19.8% 

0.5 

14.0% 

2 

16.3% 

7.2% 

16.6% 

4 

17.3% 

4 

Deere 

18.7 

2 

17.7 

0.4 

13.7 

4 

15.2 

7.4 

18.7 

2 

25.4 

3 

PACCAR 

18.5 

3 

24.6 

0.1 

22.3 

1 

16.8 

4.9 

14.8 

6 

15.0 

5 

General  Motors 

16.9 

4 

22.8 

0.1 

20.5 

3 

15.4 

6.0 

10.3 

12 

5.6 

11 

Clark  Equipment 

15.2 

5 

16.2 

0.4 

12.4 

5 

11.3 

5.7 

13.4 

7 

9.1 

8 

Massey-Ferguson 

14.3 

6 

7.8 

0.7 

6.4 

7 

10.5 

2.3 

17.3 

3 

35.7 

1 

Hyster 

12.9 

7 

19.6 

0.3 

16.0 

6 

10.6 

7.2 

11.4 

9 

9.7 

7 

Ford  Motor 

12.2 

8 

20.4 

0.2 

16.4 

8 

10.2 

4.2 

10.8 

11 

6.4 

9 

Signal  Companies 

12.1 

9 

11.6 

0.4 

8.7 

9 

8.9 

3.2 

8.2 

13 

31.8 

2 

Fruehauf 

11.6 

10 

15.1 

0.7 

9.1 

10 

8.4 

3.3 

.  21.0 

1 

6.0 

10 

Intl  Harvester 

9.2 

11 

11.1 

0.6 

8.2 

11 

7.4 

3.0 

12.3 

8 

14.0 

6 

Chrysler 

4.2 

12 

9.6 

0.4 

7.7 

12 

4.0 

1.6 

11.1 

10 

-8.1 

12 

White  Motor 

1.1 

13 

5.2 

0.7 

4.8 

13 

2.3 

0.8 

7.6 

14 

P-D 

13 

American  Motors 

1.1 

14 

1.0 

0.4 

1.6 

14 

2.2 

0.1 

15.1 

5 

D-P 

Medians 

12.6 

15.7 

0.4 

10.8 

10.4 

3.8 

12.9 

9.7 

TIRE  &  RUBBER 

Genl  Tire  &  Rubber 

13.4% 

1 

15.0% 

0.4 

11.0% 

1 

9.8% 

5.5% 

11.6% 

1 

12.7% 

1 

Goodyear 

9.7 

2 

11.5 

0.5 

8.5 

2 

7.4 

3.4 

10.2 

2 

1.1 

5 

Firestone 

9.3 

3 

6.4 

0.4 

5.3 

3 

7.3 

2.4 

9.4 

3 

2.5 

4 

Armstrong  Rubber 

7.6 

4 

14.5 

0.8 

9.1 

4 

5.8 

4.1 

9.2 

4 

3.4 

3 

B  F  Goodrich 

6.5 

5 

10.4 

0.5 

7.9 

5 

5.6 

3.5 

9.0 

5 

8.2 

2 

Uniroyal 

6.2 

6 

8.8 

0.7 

6.0 

6 

4.7 

2.1 

7.4 

6 

-2.9 

6 

Medians 

8,5 

11.0 

0.5 

8.2 

6.6 

3.5 

9.3 

3.0 
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During  the  last  hundred  years 
Austin  probably  built  something 

for  your  business. 

Chances  are 
it  was  built  on  time  and 
within  budget,  too. 

This  year,  The  Austin  Company  is 
celebrating  its  100th  anniversary.  In  our  first 
century  of  service,  we've  designed  and  built 
facilities  worldwide— for  almost  every  imagin- 
able type  of  business  and  institution. 

As  early  as  1925,  "A  Partial  List  of  Austin 
Clients"  included  banks,  schools  and  hospitals. 
Dozens  of  auto  manufacturers,  like  Packard, 
Peerless,  Ford  and  General  Motors.  More  than 
25  food  processors  and  15  railroads.  Forty  oil 
companies.  Almost  50  chemical  concerns.  And 
over  100  foundries  and  forge  shops. 

Austin  designed  and  constructed  many 
facilities  for  the  early  manufacture  of  electric 
lights.  We  pioneered  early  studios  for  motion 
pictures,  radio  and,  still  later,  TV.  And  in  the 
field  of  aviation,  our  projects  ranged  from  the 
world's  largest  factory  for  Curtis  Aircraft  in 
1918  to  the  world's  largest  structure  for  Boeing 
almost  fifty  years  later. 


And,  thanks  to  the  efficiencies  of  The 
Austin  Method— design,  engineering  and 
construction  services  with  undivided  responsi- 
bility—almost 90%  of  our  projects  have  been 
completed  on  time  and  within  budget. 

We  look  forward  to  building  for  your 
particular  business  in  our  second  hundred  years. 


Of\THE  AUSTIN 
COMPANY 


DESIGNERS  •  ENGINEERS  •  BUILDERS 

1878  A  CENTURY  OF  RESULTS  1978 


already  make  everything  from  disc- 
brakes  to  door  locks.  Hoover  Ball  & 
Bearings  became  the  most  profitable  of 
the  suppliers  by  making  castings,  springs 
and  metal  balls  for  the  auto  industry. 
Now,  aggressively  diversifying,  it  has 
landed  a  contract  to  produce  seat  cush- 
ions for  the  VW  Babbits,  soon  to  be 
assembled  in  the  U.S.  And  Libby- 
Owens-Ford,  supplier  of  more  than  two- 
thirds  of  the  glass  used  by  General  Mo- 
tors (whose  new,  smaller  cars  use  less 
glass),  recently  acquired  a  maker  of  plas- 
tic moldings. 

The  other  end  of  the  auto  parts  indus- 
try, the  makers  of  replacement  parts,  is 
less  vulnerable  because  the  U.S.  car 
population  continues  to  grow.  Nonethe- 
less, says  Allessio,  "There  was  a  time 
when  only  OEMs  were  all  things  to  all 
people.  Now,  few  of  the  replacement 
companies  can  afford  to  stay  as  one-prod- 
uct companies,  either." 

Earnings  for  the  major  tire  producers 
improved  dramatically  in  1977,  reflect- 
ing recovery  from  the  prolonged  strike  of 
the  year  before.  Goodyear,  the  leader  in 
both  the  original  and  replacement  tire 
markets,  nearly  doubled  its  1976  earn- 
ings, to  some  $2.75  a  share.  But  the  clear 
leader  in  profitability  among  the  rubber 
companies  is  General  Tire  &  Bubber, 


the  fifth  largest  of  the  group,  which  con- 
tinued its  healthy  earnings  gains  by 
climbing  to  about  $5.25  a  share. 

The  same  size  and  weight  problems 
that  are  concerning  the  automobile  mar- 
ket this  year  will  affect  the  truck  market 
in  1979,  when  the  fleet  average  for  light 
trucks  will  have  to  reach  17.2  mpg.  With 
the  prospect'  that  new  legislation  may 
require  the  same  mileage  from  medium- 
weight  trucks— 6,000  to  10,000  pounds 
gross  vehicle  weight — in  the  near  future, 
tmckmakers  (including  Ford  and  Gener- 
al Motors)  may  have  to  cut  size  and 
weight  drastically.  With  the  recent  in- 
crease in  demand  for  light  and  medium 
trucks — fed  by  the  use  of  vans  and  pick- 
ups as  recreational  vehicles — it  could 
well  be  worth  the  estimated  $500  million 
to  $1  billion  it  could  cost  a  major  manu- 
facturer to  develop  a  truck  line  that 
could  perform  adequately  and  still  meet 
prescribed  economy  levels. 

Though  large,  over-the-road  trucks 
are  not  yet  subject  to  fuel  economy  stan- 
dards, the  now-uniform  55-mile-per- 
hour  speed  limit  has  put  a  premium  on 
more-fuel-efficient  trucks  and  truck  en- 
gines. That  could  spell  trouble  for  Cum- 
mins Engine,  which  produces  50%  of 
U.S.  big-truck  diesel  engines  and  has 
always  emphasized  power  (Forbes,  July 


15,  1977).  But  with  sales  of  heavy-duty 
trucks  up  25%  last  year,  Cummins  easily 
managed  to  hold  its  own,  showing  record 
earnings  of  an  estimated  $^  per  share  for 
1977  on  sales  of  well  over  $1  billion. 

Market  growth  like  this  brought  sharp 
profitability  increases  to  heavy-truck 
producers  like  Signal  Cos.'  Mack  subsid- 
iary. Even  White  Motor  showed  some 
improvement  as  it  sought  to  shuck  off  its 
operations  other  than  trucks  and  farm 
equipment.  White  officials  estimated 
that  the  company  would  show  a  small 
profit  for  the  full  year,  despite  a  farm- 
equipment  market  suffering  from  de- 
pressed farm  prices. 

You  could  hardly  tell  there  was  trou- 
ble on  the  farm  from  the  figures  of  the 
two  biggest  farm-equipment  makers, 
Deere  &  Co.  and  International  Harvest- 
er, both  of  which  showed  healthy  earn- 
ings growth  last  year.  But  both  have 
other  strings  to  their  bows:  International 
Harvester  is  the  biggest  U.S.  maker  of 
heavy  trucks,  while  Deere  was  pressing 
its  invasion  into  earth-moving  equip- 
ment, generally  known  as  Caterpillar 
Country.  Deere  was  even  making  some 
inroads  in  the  smaller  equipment  sizes, 
but  not  enough  to  disturb  Caterpillar — 
which  remained,  as  usual,  at  the  top  of 
the  profitability  list.  ■ 
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Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year  Latest 

Equity 

Latest 

5-Year  5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank   12  Months 

Ratio 

12  Months 

Rank  Average 

Margin 

Average 

Rank 

Average 

Rank 

AUTO  SUPPLIES 

Hoover  Ball  &  Bearing 

21.1% 

1  26.3% 

0.3 

20.8% 

3  16.0% 

5.8% 

11.8% 

10 

11.9% 

9 

Genuine  Parts 

20.1 

2  19.6 

0.0 

19.0 

1  20.3 

4.4 

15.3 

3 

15.7 

6 

Dana 

18.8 

3  21.1 

0.4 

15.7 

4  14.1 

6.0 

14.2 

6 

16.5 

5 

Champion  Spark  Plug 

18.0 

4  14.6 

0.1 

13.5 

2  16.2 

8.3 

9.5 

14 

7.9 

13 

Sheller-Glcbe 

16.8 

5  15.8 

0.6 

9.8 

11  9.9 

3.1 

15.5 

2 

8.6 

12 

Purolator 

16.7 

6  11.6 

0.3 

9.4 

5  12.7 

3.2 

13.6 

8 

5.9 

15 

Arvin  Industries 

16.0 

7  28.1 

0.8 

1.4.9 

7  10.5 

6.5 

13.8 

7 

16.5 

4 

Eaton 

15.1 

8  16.1 

0.6 

10.5 

10  10.3 

5.1 

10.9 

12 

8.7 

11 

Globe-Union 

14.9 

9  28.0 

0.5 

18.0 

8  10.4 

5.9 

16.6 

1 

25.1 

2 

Cummins  Engine 

14.5 

10  24.0 

0.5 

16.4 

12  9.8 

5.9 

15.2 

4 

12.4 

8 

Bendix 

13.0 

11  15.4 

0.4 

11.9 

9  10.4 

3.6 

12.2 

9 

12.7 

7 

Libbey-Owens-Ford 

12.8 

12  12.7 

0.2 

12.2 

6  11.8 

6.1 

9.7 

13 

3.8 

17 

Maremont 

11.7 

13  11.5 

0.5 

7.2 

15  8.0 

3.4 

3.2 

19 

23.6 

3 

Federal-Mogul 

11.4 

14  18.5 

0.3 

13.8 

13  9.0 

5.7 

8.3 

17 

5.3 

16 

Budd 

11.2 

15  18.1 

0.7 

11.6 

16  7.6 

3.5 

11.3 

11 

42.0 

1 

Allen  Group 

10.0 

16  13.6 

0.7 

9.2 

17  7.5 

2.8 

15.0 

5 

11.7 

10 

Borg-Warner 

10.0 

16  12.0 

0.2 

11.1 

14  8.9 

4.8 

9.4 

15 

7.3 

14 

A  0  Smith 

5.0 

18  9.2 

0.3 

7.2 

18  4.5 

2.2 

7.3 

18 

-6.1 

18 

Questor 

3.2 

19  2.8 

0.6 

3.3 

19  3.5 

0.8 

8.8 

16 

-16.4 

19 

Medians 

14.5 

15.8 

0.4 

11.9 

10.3 

4.8 

11.8 

11.7 

Industry  Medians 

12.8 

15.0 

0.4 

11.0 

9.8 

4.1 

11.4 

8.9 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  or,  oa%e  38.      P-D  Profit  to  deficit.      D-P  Deficit  to  profit. 
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EXPANDING  TO  EUROPE  ? 

Then,  West  Germany  is  your  country  ! 
Some  of  the  largest  U.  S.  industrial  investments,  ever  made  in  this  country, 

have  been  made  in  the  State  of 

BADEN  -  WURTTEMBERG 


When  U.S.  companies  look  to  Europe, 
West  Germany  emerges  as  its  geographi- 
cal, industrial  and  financial  heart. 
And  within  Germany,  the  State  of 
Baden-Wiirttemberg,  renowned  for  its 
prosperity  and  economic  stability,  is  a 
focal  point  of  industrial  activity.  On  the 
crossroads  between  the  important  in- 
dustrial areas  of  Belgium,  Ruhr,  Switzer- 
land and  Italy,  of  France  and  Eastern 
Europe,  Baden-Wiirttemberg  offers  an 
ideal  location  for  your  foothold  in 
Europe,  at  the  very  center  of  the  Euro- 
pean Common  Market. 
In  Baden-Wiirttemberg,  your  company 
will  profit  from: 

-  Excellent  transportation  systems  with 
interstate  highways,  railroads,  water- 
ways and  the  Stuttgart  International 
airport, 

-  Abundant  energy  supply  provided  by 
nuclear  power  plants,  hydro-electric 
power  stations,  oil  refineries  and  an 
extensive  network  of  gas-pipelines, 

-  Very  highly  skilled  labor  with  tradi- 
tional dedication  to  quality  and  hard 
work, 

-  Support  from  a  range  of  research 
institutions  for  basic  and  applied 
research, 

-  Industrial  environment  that  ensures  an 
excellent  supply  base  and  an  extensive 
market, 

-  Favorable  economic  and  social  climate 
in  a  state  whose  goal  is  to  promote 
every  business  and  industrial  enterprise 
and  whose  growth  pattern  is  high,  even 
for  Germany, 

-  State  incentive  programs  for  new 
industries  —  and 

last  but  not  least  — 

-  Quality  of  life,  in  a  state  where  business 
and  recreational  possibilities  are  ideally 
combined.  Whether  sightseeing  in  the 
romantic  cities  of  Heidelberg  and 
Tubingen  with  their  famous  universities, 
idling  in  fashionable  Baden-Baden,  ski- 
ing in  the  Black  Forest  or  sailing  on 
Lake  Constance,  there  are  ample 
opportunities  for  relaxation  when  the 
day's  work  is  done. 


Kassel  -  Berlin 


Saarbrticken 
Luxemburg 


Nurnberg  ■ 
Prag 


Find  out  more  about  Baden-Wiirttemberg  —  the  ideal  location  for  your  company 
in  Europe  —  by  writing  or  sending  us  today  the  coupon  below. 


DR.  ERNST  OTTO 

DEPARTMENT  OF  ECONOMIC  AFFAIRS 
STATE  OF  BADEN- WURTTEMBERG 
P.  O.  BOX  440 
THEODOR  HEUSS  STR.  4 
7000  STUTTGART  1 
WEST  GERMANY 

Please  send  more  information  on  industrial 
development    in  BADEN -WURTTEMBERG  . 


NAME 
TITLE  . 


COMPANY. 
ADDRESS . . 


Two  cryogenic  tankers  of  this  advanced  design  will  be  constructed 
in  the  United  States  for  Panhandle's  LNG  project  by  the  Lachmar 
Partnership  composed  otsubsidiaries  of  Panhandle  Eastern,  Gen- 
eral Dynamics  Corporation  and  Moore-McCormack  Resources  Inc. 


AiiOcean 
Going 

Pipeline? 

Not  in  the  conventional  sense  but  very  little 
is  conventional  these  days  when  it  comes 
to  energy  and  energy  is  the  mission  of  this 
modern  tanker — transport  natural  gas  in 
liquefied  form  (LNG)  5,000  miles  across  the 
ocean  from  Algeria  to  our  receiving  terminal 
now  under  construction  at  Lake  Charles, 
Louisiana.  Scheduled  to  be  in  full  operation 
in  the  early  1980's,  this  project  will  add  more 
than  three  trillion  cubic  feet  of  clean  gas 
energy  over  20  years  to  the  midwest  market 
area  our  pipelines  serve. 

From  concept  to  reality,  this  project  dem- 
onstrates the  aggressive  action  taken  by 
Panhandle  Eastern  since  early  in  this  decade 
to  marshall  resources  for  the  benefit  of  cus- 
tomers and  stockholders.  The  investment  of 
more  than  $900  million  in  gas  supply  projects 
is  now  paying  off  in  improved  gas  volumes — 
1977  was  the  first  year  in  five  when  deliveries 
moved  ahead  of  the  prior  year.  And  we  antici- 
pate further  improvement  in  1978. 

Far-reaching  projects  such  as  LNG  illustrate 
the  progress  of  Panhandle  Eastern  which  has 
evolved  into  a  growing  energy  company  with 
expanding  investments  in  oil  and  gas  explo- 
ration and  production,  coal  mining  and  off- 
shore contract  drilling  while  maintaining  the 
strength  of  our  basic  business,  natural  gas 
transmission. 

The  people  of  Panhandle  Eastern  are  work- 
ing successfully  in  many  ways  to  make  a  po- 
sitive contribution  to  America's  energy  future. 
For  the  latest  summary  of  our  activities,  write 
for  a  copy  of  the  1977  Annual  Report  to  be 
published  in  mid-March — Investor  Relations, 
P.O.  Box  1642,  Houston,  Texas  77001. 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 


Aerospace  &  Defense 

The  industry  is  booming  despite  the 
B-1  cancellation.  But  anxiety  over  the 
new  Carter  budget  is  spoiling  the  fun. 


The  aerospace  industry  is  a  bit  like  a 
group  of  picnickers  who,  frolicking  over 
their  cold  cuts  and  chilled  wine,  have 
just  heard  the  first  clap  of  distant  thun- 
der. Is  their  fun  about  to  end,  or  will  the 
storm  pass  them  by?  Similar  uncertainty 
of  what  lies  ahead  in  the  first  Carter 
defense  budget  is  taking  the  fun  out  of 
the  industry's  current  boom,  although, 
thanks  to  the  giant  federal  spending  fly- 
wheel and  huge  export  backlogs,  at  least 
two  or  three  years  of  good  times  lie 
ahead  for  the  defense  business. 

Last  year  aerospace  sales  hit  about 
$32.4  billion,  topping  the  previous  rec- 
ord of  $30  billion  set  in  1976,  and  the 
industry  profit  margin  rose  to  about  4%, 
the  highest  since  1950  (the  year  the  Ko- 
rean war  started).  Part  of  that  margin  was 


tainted  because  it  was  taken  out  of  re- 
search spending.  Nevertheless,  in  five- 
year  profitability  standing  the 
aerospace/defense  industry  placed  fifth 
among  the  30  industries  in  the  Forbes 
industry  medians  (p.  1 70);  and  it  was  the 
most  profitable  of  all  of  them  in  the  latest 
12  months,  with  a  return  on  equity  of 
19.2% — well  ahead  of  the  17.5%  reached 
by  both  leisure  and  electronics/electrical 
equipment,  which  tied  for  second.  And 
sales  and  earnings  should  fatten  this  year 
for  most  companies — though  Lockheed, 
still  nursing  its  L-1011  wounds,  is  not  yet 
completely  out  of  the  woods. 

President  Carter,  who,  like  many  be- 
fore him,  rode  into  office  on  a  platform 
that  included  ritual  swipes  at  "wasteful'' 
defense  spending,  last  year  could  only 


snip  and  trim  from  the  beefy  $120.5- 
billion  fiscal  1978  Defense  Department 
budget  request  he  inherited  from  the 
Ford  Administration.  He  still  was  able  to 
lop  off  $3.8  billion,  including  the  dele- 
tion of  the  B-1  bomber  funds,  and  the 
crucial  hardware  procurement  portion 
actually  went  down  $4.3  billion.  This 
year  he  will  be  working  on  the  budget 
from  the  inside,  and  if  the  final  docu- 
ment is  like  early  reports  circulating 
around  Washington,  the  industry  isn't 
going  to  cheer  when  he  submits  the  fiscal 
1979  budget  to  Congress  this  month. 

Already  Carter  s  unanticipated  deci- 
sion to  cancel  B-1  bomber  production 
and  kill  some  other  programs  has  dark- 


Aerospace  &  Defense:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Lockheed 

52.4% 

1 

36.1% 

3.9 

9.7% 

13 

7.0% 

1.7% 

5.5% 

11 

D-P 

Beech  Aircraft 

22.8 

2 

24.5 

0.3 

19.4 

1 

16.5 

5.9 

11.3 

6 

43.1% 

2 

Grumman 

22.2 

3 

17.5 

1.0 

10.8 

8 

11.3 

2.0 

6.3 

9 

D-P 

E-Systems 

20.0 

4 

32.0 

0.2 

27.1 

2 

16.3 

5.3 

6.6 

8 

40.1 

3 

Wyman-Gordon 

18.9 

5 

19.2 

0.2 

15.4 

3 

15.3 

7.3 

13.2 

4 

43.4 

1 

Cessna  Aircraft 

18.0 

6 

20.5 

0.3 

15.8 

5 

13.4 

6.0 

15.0 

1 

15.3 

10 

Raytheon 

17.1 

7 

19.3 

0.2 

17.2 

4 

14.7 

3.8 

11.2 

7 

15.7 

9 

Northrop 

16.5 

8 

27.6 

0.2 

22.7 

6 

12.9 

4.2 

13.2 

3 

17.3 

8 

United  Technologies 

16.4 

9 

19.2 

0.3 

13.1 

9 

10.6 

3.4 

12.5 

5 

24.4 

6 

General  Dynamics 

15.1 

10 

15.9 

0.1 

13.8 

7 

12.3 

3.6 

0.7 

14 

38.4 

4 

Rockwell  Intl 

13.1 

11 

13.0 

0.4 

9.3 

11 

9.2 

2.5 

13.9 

2 

8.0 

11 

McDonnell  Douglas 

12.1 

12 

11.9 

0.2 

11.4 

10 

10.2 

3.4 

3.8 

13 

1.9 

12 

Boeing 

9.4 

13 

15.0 

0.1 

12.9 

12 

8.0 

4.0 

4.4 

12 

23.0 

7 

Fairchi Id  Industries 

6.4 

14 

11.5 

0.5 

8.5 

14 

5.0 

2.1 

0.5 

15 

29.5 

5 

Rohr  Industries 

def 

15 

1.7 

5.6 

3.5 

15 

def 

0.2 

6.3 

10 

P-D 

13 

Industry  Medians 

16.5 

19.2 

0.3 

13.1 

11.3 

3.6 

6.6 

23.0 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  of  Yardstick  calculations  on  page  38.      P-D  Profit  to  deficit.      D-P  Deficit  to  profit;  not  ranked,    def  Deficit 
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Heavy,  Heavy  . . .  :  The  moderate  sound  of  the  figures  in  the  Intimidating  displays  such  as  this  rocket-studded  parade  in 
Soviet  Union's  recently  announced  1978  defense  budget  does  Moscow's  Red  Square  are  the  raw  material  from  which  con- 
not  drown  out  the  rumble  of  the  Soviet  military  machine,     gressional  pressure  for  increased  defense  outlays  is  made. 


ened  long-range  prospects,  according  to 
Chairman  T.A.  Wilson  of  Boeing  Co., 
which  lost  a  potential  $2  billion  in  B-l 
revenues.  "That  tends  to  dampen  your 
spirits,"  admits  Wilson,  though  he  could 
take  some  cheer  from  Boeing's  1977  per- 
formance: Through  Sept.  30  earnings 
nearly  doubled,  to  $124.5  million,  on 
only  7%  higher  sales  of  $2.9  billion.  And 
through  October  Boeing  booked  over  $3 
billion  in  new  transport  aicraft  orders  vs. 
only  $2.1  billion  in  all  of  1976. 

Adding  to  industry  anxiety  is  Carter's 
seeming  unpredictability,  perhaps  un- 
avoidable as  he  confronts  the  complex 
task  of  setting  priorities  among  the 
welter  of  highly  technical,  costly  pro- 
grams vying  for  funds.  Among  them, 
Carter  is  expected  to  emphasize  improv- 


ing the  readiness  of  existing  U.S.  forces, 
particularly  their  ability  to  help  defend 
its  North  Atlantic  Treaty  Organization 
allies  in  Europe.  Further,  Carter  must 
press  the  development  of  the  computer- 
brained  cruise  missile  to  substitute  for 
the  manned  penetrating  bomber.  And 
he  must  maintain  a  creditable  deterrent 
force  in  the  face  of  massive  Soviet  weap- 
ons spending. 

What  the  defense  business  fears  is  not 
so  much  a  wild  slashing  of  recent  spend- 
ing levels,  but  that  the  anticipated  mod- 
est increase  allowable  within  Carter's 
goal  of  balancing  the  budget  by  1981-82 
just  won't  do  it  all.  The  Administration 
has  already  said  it  means  to  lift  defense 
spending  3%  a  year  in  real  terms  (i.e., 
inflation  aside)  over  the  next  few  years. 


As  a  top  Pentagon  civilian  put  it,  "The 
budget  is  tight  as  heck  even  with  3%  real 
growth.  There  are  more  systems  to  buy 
than  we  have  money  for."  Mused  one 
aerospace  marketing  executive,  "You  get 
the  feeling  that  they're  going  to  have  a 
helluva  time  coping  with  all  the  things 
they  really  ought  to  do." 

Not  eveiyone  is  convinced  that  the 
budget  will  be  increased  even  that 
much.  One  skeptic  is  Sanford  N.  Mc- 
Donnell, president  and  chief  executive 
of  McDonnell  Douglas  Corp.  "We  are 
very  concerned,"  he  says.  "It  might  be 
that  every  major  program  is  in  jeopardy 
of  being  cut  back,  stretched  out  or 
canceled. " 

McDonnell  already  has  felt  the  cutting 
edge  of  the  Carter  scalpel.  Production  of 
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One  Down  . . .  :  Even  though  the  defense  budget  is  expand-  terns  that  in  other  times  might  well  have  survived.  Thus 
ing,  the  twin  pressures  of  inflation  plus  the  demand  for  new  President  Carter  has  already  halted  production  on  the  B-1 
programs  leads  to  the  cancellation  of  major  weapons  sys-     bomber  (top)  and  the  Navy's  F-18  fighter  may  be  postponed. 


its  $12-million  F-15  Air  Force  fighter  has 
been  reduced  to  eight  a  month  from 
nine,  and  McDonnell  understands  fur- 
ther cutbacks  are  planned.  There  are 
also  persistent  reports  that  the  Navy, 
whose  shipbuilding  and  aircraft  pro- 
grams are  both  being  pinched  by  the 
Pentagon  spending  vise,  will  be  forced  to 
postpone  for  at  least  a  year  producing  the 
F-18  fighter  that  McDonnell  and  Nor- 
throp are  developing.  There  is  also  grow- 
ing doubt  that  the  Administration  will 
proceed  as  scheduled  with  a  new  medi- 
um-range military  transport  and  a  larger 
tanker/transport  aircraft. 

Perhaps  reflecting  this  uncertainty, 
McDonnell  continued  its  uneven  perfor- 
mance in  1977,  with  sales  in  the  first 
three  quarters  down  slightly  to  $2.4  bil- 
lion, while  earnings  crept  up  10%,  to 
$88.7  million.  Northrop  was  still  clicking 
off  record  results  last  year,  pushing  sales 
through  September  up  to  $1. 15  billion  as 
profits  more  than  doubled,  to  $48.3  mil- 
lion. But  Northrop  s  future  is  heavily 
dependent  upon  the  F-18. 

Although  Carter  proposes,  Congress 
disposes,  and  already  a  confrontation  is 
shaping  up  if,  as  expected,  the  Adminis- 
tration pushes  for  more  money  for  un- 
sexy  things  like  improved  operations  and 
maintenance,  spare  parts  and  other  rudi- 
ments of  a  strong  tactical  force 
squeezes  funding  for  the  big  ail 
programs  that  Congress  likes.  A 
body  of  opinion  on  the  Hill  doesn't  t 


the  3%  real  increase  is  adequate.  "The 
Administration  might  be  in  the  position 
of  trying  to  protect  the  budget  from  in- 
creases rather  than  cuts,"  said  one  key 
congressional  staff  aide.  This  is  particu- 
larly true  in  the  House,  where  strong 
support  persists  even  for  the  B-1.  This 
mood  could  shift  with  unexpected  Soviet 
concessions  in  the  Strategic  Arms  Limi- 
tation Talks.  But  even  though  the  Sovi- 
ets improved  the  atmosphere  by  indicat- 
ing willingness  to  accept  a  ban  on  all 
underground  nuclear  tests,  no  major 
cuts  in  Russian  weapons  are  anticipated. 

But  the  longer  term  aside,  the  near 
term  is  booming.  Defense  hardware  pro- 
curement and  research  and  development 
outlays  as  a  percentage  of  the  federal 
budget  will  rise  in  fiscal  1978  to  7.6%, 
from  7%  in  fiscal  1977,  the  first  signifi- 
cant increase  since  1967.  And  aerospace 
outlays  as  a  share  of  the  defense  budget 
will  score  its  second  year  of  growth  after 
over  a  decade  of  decline  and  stagnation. 

Commercial  transport  deliveries 
lagged  in  1977  but  will  spurt  in  1978, 
helping  to  bolster  industry  results. 
Boeing,  rebounding  from  its  month-and- 
a-half  strike  last  fall,  will  show  the  big- 
gest improvement,  with  the  production 
rate  for  its  four  transports  scheduled  to 
hit  18  a  month  by  midyear,  almost  dou- 
ble the  rate  of  early  1977.  McDonnell 
Douglas  plans  to  roll  out  about  31  twin- 
engine  DC-9s  this  year,  eight  more  than 
in  1977,  and  the  number  of  wide-bodied 


DC-  10s  should  also  increase  by  eight,  to 
around  23.  Lockheed,  however,  will  stay 
mired  at  just  under  a  dozen  L-lOlls,  the 
same  low  figure  as  last  year. 

This  year  the  big  transport  news  could 
come  from  Seattle,  where  Boeing  hopes 
to  launch  its  new  model  aircraft  program 
by  mid- 1978.  Chairman  Wilson  is  opti- 
mistic that  by  then  Boeing  will  have 
been  able  to  get  agreement  among 
enough  airlines  on  the  size  and  shape  of 
the  new  airliner  to  obtain  sufficient  or- 
ders to  launch  the  long-incubating  pro- 
gram (Forbes,  Aug.  15,  1977). 

General  aviation,  continuing  its  long 
climb,  expects  this  year  to  score  its  sixth 
consecutive  revenues  record,  reaching 
$1.7  billion,  vs.  1977's  $1.5  billion.  The 
General  Aviation  Manufacturers  Associ- 
ation is  forecasting  a  $2-billion  year  by 
1980  as  more  and  more  businesses 
choose  private  aircraft  for  executive  trav- 
el. The  total  number  of  smaller  business 
and  pleasure  airplanes  sold  last  year  hit 
about  16,900,  breaking  a  record  that  has 
stood  since  1966.  This  year  GAMA  ex- 
pects 18,000  units  to  be  delivered. 

The  industry  record  was  echoed  in 
results  of  the  leading  companies  in  their 
fiscal  year  ended  Sept.  30.  Number  one 
Cessna  Aircraft  had  its  biggest  year  ever 
with  revenues  up  26%,  to  $621  million, 
and  profits  up  27%,  to  $37  million. 
Beech  Aircraft  showed  its  fifth  straight 
set  of  records,  with  revenues  and  earn- 
ings gains  of  20%  or  better.  ■ 
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The  polar  bear  can 't  help 
being  endangered. 

You  can. 

For  years,  the  polar  bear  has  been  hunted for  its 
trophy  value.  But  recently  it  has  been  further 
endangered  by  the  exploitation  of  the  natural 
resources  of  its  arctic  environment. 

You  shouldn  7  have  to  be  the  victim  of  a  similar 
disaster.  You  can  improve  your  chances  of  survival, 
just  by  following  the  basic  principles  of  loss  control. 

And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston,  Rhode  Island  0291 9 


What  do  you 
see  when  you  look  at 

a  2x4?  It  depends  on  your  perspective. 

You  might  see  a  support  for  your 
house,  or  a  measure  of  our  nation's  eco- 
nomic pulse. 

You  might  see  the  makings  of  many 
logging,  manufacturing  and  construction 
jobs,  or  the  unmaking  of  many  trees. 

We  see  all  these  things,  and  more.  We 
see  an  important  part  of  what  we  do  for 
our  living,  a  "staff  of  life"  of  sorts. 

We  make  lumber,  as  well  as  a  variety 
of  products  made  from  lumber— like  roof 
trusses,  siding,  window  frames,  cabinets, 
even  factory-built  houses. 

We  also  see  the  trees  that  stand  behind 
these  products,  and  we  recognize  the 
obvious:  no  trees,  no  2x4s. 

So  we  strive  to  manage  our  forests  in 
a  way  that  reconciles  your  perspectives 
and  ours,  to  provide  satisfactory  jobs, 
products,  profits  and  thriving  trees. 

If  we  succeed,  everybody  wins.  You 
the  worker,  consumer,  investor  and  citizen. 
And  we  the  employees  and  shareholders 
of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


Industrial  Equipment 

Is  capital  spending  finally  coming 
out  of  the  phone  booth? 


It  was  always  a  puzzle  why  no  one  in 
Metropolis  ever  realized  what  meek, 
mild-mannered  Clark  Kent  was  up  to. 
There  was  the  familiar  square-cut  jaw, 
the  steely  gaze  (inadequately  obscured 
by  glasses),  and  especially  the  Charles 
Atlas  physique,  entirely  inappropriate  to 
a  fellow  who  seemed  to  spend  most  of  his 
time  cowering  in  phone  booths.  Why 
couldn't  anyone  spot  him  when  any 
eight-year-old  with  the  wit  to  turn  the 
pages  of  a  comic  book  could  see  that  he 
was  really  Superman? 

That  mystery,  still  unresolved,  was 
joined  by  another  last  year:  Why  was  so 
much  of  the  financial  press  and  the  busi- 
ness community  making  an  underesti- 
mated Clark  Kent  out  of  capital  spend- 
ing? For  a  while,  everyone  seemed  to  be 
bemoaning  the  absence  of  the  capital 
spending  "boom"  that  was  supposedly 


needed  to  "save"  the  economic  recovery. 
Nor  was  one  thought  to  be  anywhere  in 
sight.  Estimates  last  fall  for  investment 
gains  in  1978  ranged  as  little  as  3%  to  6% 
above  1977's  $136.5  billion— that  is,  es- 
sentially flat  or  even  slightly  down  allow- 
ing for  inflation.  Were  the  prognostica- 
tors  simply  not  looking  hard  enough  at  a 
pair  of  mild-mannered  spectacles? 

The  fact  was  that  company  after  com- 
pany supplying  industrial  equipment  for 
this  nonboom  was  racking  up  record 
earnings  in  1977.  Most  of  those  not  post- 
ing records  had  good,  solid  up  years. 
Only  a  handful  of  the  65  leading  suppli- 
ers covered  here  saw  earnings  drop,  and 
those  tended  to  be  in  a  few  well-defined 
disaster  areas:  suppliers  to  the  steel  in- 
dustry like  General  Refractories,  or  mak- 
ers of  mining  equipment  like  Joy  Manu- 
facturing and  Marathon  Manufacturing, 


or  producers  of  rail  equipment.  Else- 
where, such  as  at  Bucyrus-Erie,  Wean 
United  and  Foster  Wheeler  (all  up  20% 
to  35%  in  last  year's  first  nine  months), 
large  profit  muscles  were  definitely 
flexing. 

In  fact,  new  investment  by  industry 
was  up  "only"  about  15%,  or  some  9%  in 
real  terms,  last  year.  Is  that  such  a  weak- 
ling performance  when  real  GNP  was  up 
about  5%?  The  numbers  were  even  bet- 
ter for  the  equipment  suppliers,  because 
it  was  a  one-sided  sort  of  gain:  Bricks- 
and-mortar  investment  rose  a  mild 
enough  9%,  but  purchases  of  machinery 
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Average 
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PRODUCTION  EQUIPMENT 

Briggs  &  Stratton 

22.9% 

1 

22.7% 

0.0 

22.4% 

1 

22.8% 

8.5% 

12.3% 

7 

11.3% 

11 

Cooper  Industries 

21.9 

2 

24.7 

0.4 

17.1 

3 

14.8 

7.8 

19.1 

1 

22.1 

3 

Chicago  Bridge  &  Iron 

20.6 

3 

25.1 

0.0 

20.3 

2 

17.0 

10.1 

11.1 

9 

17.5 

5 

Houdaille  Industries 

18.7 

4 

18.9 

0.2 

15.3 

5 

14.2 

7.0 

9.2 

15 

14.0 

7 

Wallace-Murray 

17.6 

5 

26.5 

0.5 

13.8 

11 

9.5 

5.1 

8.3 

16 

8.6 

13 

Eagle-Picher  Inds 

17.4 

6 

17.5 

0.3 

13.3 

7 

12.8 

5.4 

10.6 

11 

13.6 

8 

Parker-Hannifin 

17.4 

7 

17.5 

0.4 

13.3 

8 

12.2 

5.6 

15.2 

3 

11.1 

12 

Harsco 

17.3 

8 

18.2 

0.3 

14.5 

4 

14.6 

6.4 

12.6 

5 

14.5 

6 

Ingersoll-Rand 

15.7 

9 

12.1 

0.4 

9.5 

6 

13.0 

5.1 

16.4 

2 

7.0 

15 

Sundstrand 

14.5 

10 

16.5 

0.8 

10.1 

15 

86 

5.1 

12.3 

6 

18.9 

4 

Johnson  Controls 

13.2 

11 

19.8 

0.3 

16.0 

9 

10.9 

5.7 

9.3 

14 

5.6 

16 

Midland-Ross 

12.7 

12 

13.3 

0.3 

10.1 

12 

9.5 

5.3 

8.1 

17 

24.1 

2 

Carborundum 

12.5 

13 

13.3 

0.3 

10.5 

10 

10.5 

4.9 

14.0 

4 

13.2 

9 

Norton 

9.9 

14 

9.7 

0.3 

10.9 

13 

9.2 

4.7 

11.4 

8 

12.2 

10 

H  K  Porter 

9.9 

15 

11.1 

0.4 

7.9 

16 

8.5 

2.5 

4.8 

18 

60.0 

1 

Chic  Pneumatic  Toe! 

8.4 

16 

3.7 

0.0 

4.0 

14 

8.8 

2.2 

10.9 

10 

-2.7 

18 

Warner  &  Swasey 

8.0 

17 

8.0 

0.3 

6.7 

17 

6.6 

4.1 

10.5 

12 

4.5 

17 

Cincinnati  Milacron 

7.9 

18 

11.5 

0.6 

8.3 

18 

6.4 

3.6 

10.2 

13 

7.3 

14 

Wean  United 

5.1 

19 

14.3 

0.5 

9.2 

19 

5.0 

4.0 

4.6 

19 

D-P 

Medians 

14.5 

16.5 

0.3 

10.9 

10.5 

5.1 

10.9 

12.7 
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and  equipment  jumped  19%. 

Now,  even  the  big-tieket  plant  side  of 
plant  and  equipment  is  starting  to  move. 
"We  finally  got  the  first  sign  of  new 
orders  for  plant  last  summer,"  says  a 
pleased  Morris  Cohen,  economist  at  in- 
vestment counsel  Schroder  Naess.  "A 
i  year  ago  the  pressures  on  capacity  just 
j  weren't  there;  the  feeling  was,  'What's 
the  hurry?  Of  course,  it  takes  a  long 
time  for  the  new  orders  to  be  put  into 
effect.  But  now  it's  beginning." 

The  new-plant  beginning  is  all  the 
more  solid  for  being  undertaken  reluc- 
tantly. What's  behind  the  gloom-and- 
doom  headlines  and  what's  behind  the 
delay  in  plant  construction  look  to  be  one 
and  the  same:  a  king-sized  attack  of  un- 
certainty in  the  business  community. 
Some  of  the  gloomiest  investment  pro- 
jections have  been  coming  from  corpora- 
tion economists — perhaps  because  they 
would  rather  be  wrong  on  the  low  side 
than  caught  (to  their  wary  employers' 
displeasure)  on  the  high  side. 

To  understand  how  such  uncertainty 
affects  capital  investment,  consider  a  mi- 
nor but  quite  representative  dilemma  at 
Ingersoll-Rand.  "We  want  to  expand  our 
Phillipsburg  [N.J.]  plant,"  says  Chair- 
man William  L.  Wearly,  "but  should  it 
continue  to  burn  oil,  as  it  does  now?  Or 
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SPEC  EQUIP  &  MATRLS 

Tyler 

24.4% 

1 

21.6% 

0.4 

16.4% 

5 

13.9% 

5.9% 

17.9% 

9 

27.0% 

5 

Big  Three  Industries 

18.4 

2 

17.1 

0.3 

13.3 

4 

14.5 

14.5 

25.5 

4 

25.8 

6 

Illinois  Tool  Works 

17.0 

3 

16.3 

0.0 

16.1 

1 

16.5 

8.9 

13.5 

15 

12.3 

13 

Tecumseh  Products 

16.4 

4 

18.1 

0.0 

18.1 

2 

16.4 

6.3 

6.4 

21 

9.4 

17 

Rexnord 

16.1 

5 

18.6 

0.3 

14.8 

9 

12.1 

5.9 

15.2 

10 

16.1 

9 

Emhart 

15.2 

6 

20.9 

0.3 

16.8 

3 

14.9 

4.9 

22.2 

5 

13.2 

11 

Hobart 

15.2 

7 

14.9 

0.4 

11.8 

11 

11.8 

5.3 

12.6 

16 

8.3 

21 

Signode 

14.7 

8 

15.2 

0.2 

12.6 

10 

11.9 

5.9 

13.8 

13 

9.7 

16 

Amerace 

14.6 

9 

12.9 

0.5 

7.8 

20 

8.8 

3.7 

7.2 

20 

8.6 

19 

General  Signal 

13.7 

10 

15.5 

0.2 

16.0 

8 

12.8 

5.3 

20.5 

6 

11.1 

14 

Wheelabrator-Frye 

13.7 

11 

16.2 

0.3 

12.2 

15 

10.6 

4.8 

25.7 

3 

60.9 

1 

Dennison  Mfg 

13.7 

12 

16.5 

0.3 

13.1 

13 

11.2 

5.3 

11.7 

17 

14.1 

10 

Stewart-Warner 

13.4 

13 

13.5 

0.0 

13.3 

6 

13.3 

6.1 

7.6 

19 

7.2 

22 

Tim  ken 

13.2 

14 

13.0 

0.1 

12.1 

7 

12.9 

7.4 

13.9 

12 

10.2 

15 

Peabody  Intl 

12.9 

15 

13.7 

0.4 

11.0 

16 

10.5 

4.0 

34'.0 

1 

22.9 

7 

Avery  International 

12.9 

16 

12.8 

0.5 

9.6 

17 

10.4 

3.8 

19.3 

8 

12.9 

12 

Foxboro 

12.5 

17 

16.9 

0.2 

14.9 

12 

11.4 

8.8 

15.2 

10 

27.4 

4 

Envirotech 

11.9 

18 

14.1 

0.1 

13.1 

14 

10.8 

3.4 

29.3 

2 

20.2 

8 

Ex-Cell-0 

11.3 

19 

13.5 

0.1 

11.8 

18 

9.7 

6.9 

3.8 

23 

9.1 

18 

Harris  Corp 

11.0 

20 

20.2 

0.4 

15.7 

19 

8.8 

6.2 

8.8 

18 

4.9 

23 

Browning-Ferris  Inds 

10.6 

21 

13.3 

0.7 

8.3 

21 

7.7 

5.6 

19.7 

7 

8.6 

20 

Automation  Inds 

8.6 

22 

15.9 

0.2 

13.3 

22 

7.3 

4.1 

4.6 

22 

31.4 

General  Refractories 

4.4 

23 

def 

0.6 

0.2 

23 

4.7 

def 

13.6 

14 

40.8 

2 

Medians 

13.7 

15.5 

0.3 

13.1 

11.4 

5.6 

13.9 

12.9 

A  Look  On  The  Bright  Side:  "I  think,  What  makes  them  so  pessimistic;"'  asks 
George  W.  McKinney  Jr.,  senior  vice  president  and  top  economic  adviser  at  New 
York's  Irving  Trust  Co. — "them"  being  a  large  swatch  of  his  fellow  economists. 


"Look,"  he  argues,  "money  will  continue  to  be  available,  though  expensive. 
Business  is  doing  more  than  people  seem  to  feel.  There's  a  continuing  need  to 
deal  with  the  energy  crisis  and  the  ecology;  business  is  finding  more  things  than 
ever  obsoleted  by  the  energy  problem.  Meanwhile,  employment  and  output  are 
increasing  faster  than  was  typical  of  earlier  recoveries.  We  don't  believe  it 
because  they're  coming  off  a  lower  level  compared  with  the  last  peak. 

"Our  perceptions  are  distorted  by  a  decade  of  inflationary  growth  that  caused 
outsized  increases  in  plant  investment.  We're  comparing  ourselves  with  the  1965- 
68  period  instead  of  1963.  Everybody  is  also  thrown  off  because  this  time  capital 
investment  was  delayed  considerably.  On  average,  the  typical  trough  in  capital 
spending  has  been  in  the  second  quarter  after  the  general  economic  trough.  This 
time  it  was  delayed  almost  another  two  quarters,  to  early  1976. 

"Since  then,  recovery  has  been  in  line  with  the  postwar  average.  It's  doing 
fine — if  you  don't  compare  it  with  what  went  on  in  an  overheated  economy." 
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convert  to  coal  in  light  of  the  energy 
crisis?  If  it  stays  oil,  it'll  only  cost  $3 
million,  but  eventually  we  may  have  to 
convert,  expensively,  to  coal.  If  we  go  to 
coal  now,  it'll  cost  $17  million — we  don't 
like  that — and  I'm  not  sure  yet  we'll  be 
able  to  get  the  coal.  Since  we  can't  de- 
cide, we  can't  expand  the  plant.  " 

That  kind  of  problem  can  be  multi- 
plied by  the  hundreds  throughout  the 
economy. 

Tax  policy  is  another  such  unsettled 
question  for  business,  with  fundamentals 
like  the  corporate  tax  n.te,  investment 
credits  and  taxation  of  dividends  now 
open  to  debate  in  an  exceedingly  inde- 
pendent Congress.  Everyone  can  read 
the  proposals  that  go  up  to  the  Hill.  But 
as  Carter's  energy  package  has  demon- 
strated, no  one  can  predict  what  will 
come  back  down  Pennsylvania  Avenue 
and  have  to  be  incorporated  in  invest- 


ment-return calculations. 

Then,  of  course,  there's  the  continu- 
ing Long  March  with  the  environmental- 
ists through  the  courts  and  the  legisla- 
tures to  think  about. 

Europeans  are  an  increasingly  impor- 
tant market  for  American  equipment 
suppliers  and — as  last  year's  gyrating 
money  markets  showed — they  are  far 
more  unsettled  than  U.S.  customers. 
The  progress  of  French  leftists  in  their 
push  toward  power  and  the  German 
struggles  with  terrorism  have  certainly 
not  eased  the  minds  of  U.S.  exporters. 

So  business  has  been  understandably- 
cautious — but  capital  spending  is  on  the 
increase  anyway.  That  is  cause  for  opti- 
mism, not  gloom,  in  the  view  of  some. 
Henry  Kaufman,  for  example,  the  noted 
economist  at  Salomon  Brothers,  argues: 
"It  is  probably  a  good  thing  that  capital 
investment  is  not  in  a  major  boom.  Such 


expansion  suggests  nearing  the  end  of  an 
economic  expansion. 

"Instead,  decision-making  is  more  re- 
alistic now,  more  hard-nosed  than  at  any 
time  in  the  postwar  period. 

"We  are  seeing  more  subdued  expan- 
sion this  time  because  in  the  past  rela- 
tively wasteful  expenditures  have  been 
made  for  such  purposes  as  increasing 
market  share,  with  insufficient  attention 
given  to  net  profits.  Now  that  is  no  long- 
er happening;  this  time  there  will  be  far 
more  efficient  capital  expenditures." 

In  short,  it's  the  kind  of  healthy  expan- 
sion that  could  go  on  for  a  long  time  to 
come.  So  our  mild-mannered  capital 
spending  may  not  leap  any  tall  buildings 
this  year,  or  proceed  faster  than  a  speed- 
ing bullet,  but  it  is  progressing  and  even 
gathering  speed  as  the  months  pass. 
Most  of  its  suppliers  should  continue  to 
profit  accordingly.  ■ 
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CONST  &  MATRL  HNDLNG 

Caterpillar  Tractor 

21.5% 

i 

19.8% 

0.5 

14.0% 

1 

16.3% 

7.2% 

16.6% 

2 

17.3% 

3 

Clark  Equipment 

15.2 

2 

16.2 

0.4 

12.4 

2 

11.3 

5.7 

13.4 

4 

9.1 

5 

Amer  Hoist  &  Derrick 

15.2 

3 

14.6 

0.6 

9.6 

5 

9.3 

4.2 

13.9 

3 

25.8 

2 

Harnischfeger 

15.1 

4 

13.9 

0.5 

9.7 

3 

10.9 

4.7 

18.8 

1 

33.6 

1 

Hyster 

12.9 

5 

19.6 

0.3 

16.0 

4 

10.6 

7.2 

11.4 

5 

9.7 

4 

Koehring 

7.3 

6 

9.2 

0.6 

7.1 

6 

5.8 

2.8 

7.9 

6 

2.0 

6 

Medians 

15.2 

15.4 

0.5 

11.1 

10.8 

5.2 

13.7 

13.5 

MINING  &  DRILLING  EQ 

Cameron  Iron  Works 

23.7% 

1 

13.8% 

0.4 

9.1% 

6 

13.7% 

6.9% 

20.2% 

4 

44.3  % 

1 

Baker  International 

23.3 

2 

22.8 

0.4 

16.5 

1 

16.6 

8.5 

35.1 

1 

27.5 

4 

Smith  International 

21.5 

3 

17.4 

0.2 

15.0 

2 

16.5 

10.4 

25.9 

3 

32.4 

3 

Dresser  Industries 

19.7 

4 

19.3 

0.3 

15.4 

3 

14.3 

7.4 

18.8 

5 

20.0 

5 

Bucyr  us-Erie 

17.1 

5 

21.2 

0.4 

16.0 

4 

14.3 

9.5 

18.8 

6 

17.6 

6 

Joy  Manufacturing 

14.9 

6 

16.4 

0.2 

14.3 

7 

12.8 

7.1 

13.5 

9 

16.5 

7 

Hughes  Tool 

14.3 

7 

15.0 

0.2 

13.1 

5 

13.9 

10.1 

28.9 

2 

36.9t 

2 

Gardner-Denver 

12.6 

8 

10.2 

0.3 

7.9 

8 

11.7 

5.3 

15.2 

8 

1.3 

9 

Marathon  Mfg 

8.3 

9 

14.5 

0.4 

10.2 

9 

5.5 

4.9 

16.3 

7 

14.5 

8 

Medians 

17.1 

16.4 

0.3 

14.3 

13.9 

7.4 

18.8 

20.0 

RAIL  EQUIPMENT 

Amsted 

16.4% 

1 

17.5% 

0.0 

17.1% 

1 

15.9% 

6.5% 

12.0% 

4 

23.1% 

1 

Trans  Union 

14.6 

2 

17.7 

1.4 

6.7 

5 

5.9 

5.8 

•  22.9 

1 

8.4 

4 

ACF  Industries 

12.8 

3 

12.1 

0.6 

6.9 

3 

7.2 

4.7 

12.6 

3 

9.1 

3 

Pullman 

12.6 

4 

9.7 

0.3 

8.3 

2 

10.1 

1.6 

19.2 

2 

18.8 

2 

GATX 

11.3 

5 

6.7 

0.9 

4.0 

4 

6.1 

5.3 

10.5 

5 

4.6 

5 

Medians 

12.8 

12.1 

0.6 

6.9 

7.2 

5.3 

12.6 

9.1 

STEAM  GENERATING  EQ 
Foster  Wheeler 
Combustion  Engineering 
Babcock  &  Wilcox 

15.7% 

14.3 

11.5 

1 

2 
3 

18.9% 

16.1 

12.9 

0.4 

0.3 
0.2 

15.0% 

12.0 

11.3 

1 

2 
3 

13.4% 
10.9 
9.1 

2.1% 

3.2 

3.0 

16.9% 

11.8 

12.5 

1 

3 
2 

19.1% 

10.2 

19.5 

2 
3 
1 

Medians 

14.3 

16.1 

0.3 

12.0 

10.9 

3.0 

12.5 

19.1 

Industry  Medians 

14.3 

15.9 

0.3 

12.6 

11.2 

5.3 

13.5 

13.8 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  of  Yardstick  calculations  on 

t  Four-year  growth. 

D-P  Deficit  to  profit;  not  ranked.      def  Deficit. 
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What !  Your  copier  doesn't 
give  you  repro 
department  quality? 

Better  call  Kodak. 


Customers  tell  us  our  copies  are  the  best  in  the  business. 
They  look  even  better  now  that  we  give  you  several  ways  to 
save  with  Kodak  copiers.  With  an  introductory  plan  A 
multiple-placement  plan.  A  two-year  plan.  It's  as  good  a 
deal  as  you  can  get. 

For  a  good  look  at  Kodak  copiers,  call  Kodak 


(800)  828-1450 


In  New  York  State:  (800)  462-4890.  Or  write:  A.  Angert, 
Eastman  Kodak  Company, CD8355,  Rochester,  N.Y  14650. 


Kodak  Ektaprint  copier-duplicators 


How  this  great  pair  of  wings 
gets  a  great  pair  of  legs 
from  an  industrial  products  company 
like  Colt  Industries. 


s  F-16— soon  to  join  the 
air  forces  of  the  U.S.,  Belgium,  Denmark,  The 
Netherlands,  Norway  and  I  ran -takes  off  and 
lands  on  Menasco  retractable  landing  gear 
assemblies. 

A  leader  in  shock  mitigation  technology, 
Menasco  supplies  landing  gear  for  a  variety  of 
military  aircraft  as  well  as  for  such  commercial 
airliners  as  the  727,  L-1011,  and  DC-10.  Menasco 
is  the  newest  addition,  to  Colt  Industries,  a 
leading  supplier  to  the  industrial  sector  of  the 


U.S.  economy  with  annual  sales  in  excess  of 
$1  billion.  And  Menasco  adds  a  broad  range  of 
shock  mitigation  systems  to  such  other  well- 
known  Colt  Industries  products  as  Crucible 
specialty  steels,  Holley  carburetors,  Garlock 
industrial  seals  and  components,  Fairbanks 
Morse  diesel  engines. 

For  copies  of  our-latest  financial  reports, 
write  Colt  Industries  Inc,  Department  A, 
430  Park  Avenue,  New  York,  New  York 
10022. 


Chemicals 


Will  1 978  be  a  watershed  year  for  the  chemical 
industry?  Look  at  the  companies  quitting  old  markets. 


"li  s  like  having  a  pain,  some  discom- 
fort, in  your  gut.  It's  not  enough  to  see 
your  doctor,  but  you  don't  do  anything 
until  it  goes  away."  That's  Chairman  Ir- 
ving S.  Shapiro  of  Du  Pont  describing 
the  malaise  that  hit  the  chemical  indus- 
try last  year.  He  goes  on:  "The  discom- 
fort is  that  chemical  customers  don't 
know  where  the  economy  is  going.  So 
[higher]  prices  can't  be  justified.'' 

But  that  description  did  not  do  justice 
to  the  shakeout  that  seemed  to  be  in 
progress  among  the  chemical  companies 
last  year  and  promises,  if  anything,  to 
gain  momentum  in  1978.  Two  causes 
were  behind  the  shakeout:  1)  continu- 
ing— indeed,  even  increasing — overca- 
pacity in  many  bulk  chemicals  that  made 
all  but  the  most  entrenched  producers 
leery  about  staying  in  some  markets  at 
all,  and  2)  the  ever-heavier  hand  of  gov- 
ernment regulation  that  made  compa- 
nies think  seriously  about  whether  they 
wanted  to  remain  in  certain  fields. 

How  sweeping  was  the  shakeout?  No 
less  an  authority  than  Du  Pont's  Shapiro 
was  predicting  that  soon  there  would  be 


only  four  or  five  U.S.  producers  of  syn- 
thetic fibers. 

The  pressure  in  commodity  chemicals 
came  from  the  fact  that  operating  rates 
were  averaging  below  80%,  while  in- 
creased capacity  was  still  coming  on  at  a 
6lA%  rate  in  1977.  So  commodity  chemi- 
cal companies  began  doing  what  only  a 
year  ago  they  were  swearing  they  would 
never  do  again:  cut  their  losses  by  cut- 
ting prices  to  safeguard  market  share. 
The  resulting  lower  margins  brought  in- 
dustrywide return  on  assets  down  to  a 
composite  6.1%,  compared  with  7.8%  in 
the  boom  year  of  1974. 

Investors  were  understandably  disap- 
pointed. As  the  year  wore  on,  chemical 
stocks  continued  to  hit  new  lows  com- 
pared with  1976.  By  December,  Du 
Pont  was  down  by  13%,  Dow  by  38%, 
Union  Carbide  by  34%.  Chemical  indus- 
try customers  helped  the  slide  along: 
Assessing  incoming  capacity  and  foresee- 
ing no  shortages,  they  curtailed  pur- 
chases and  ended  up  picking  and  choos- 
ing in  a  buyer's  market. 

Will  1978  be  any  better?  President 


Peter  Fass  of  Reichhold  Chemicals  can 
see  no  relief  ahead:  "Our  concern  is  that 
it's  happening  in  a  period  of  relatively 
high  demand,  which  indicates,  of  course, 
overcapacity."  Arco  relieved  the  glut  in 
petrochemicals  somewhat  by  pulling  out 
of  an  agreement  with  Du  Pont  to  build  a 
billion-dollar  plant,  but  Fass  still  foresaw 
no  capacity  shutdown  in  1978:  "Every- 
body is  going  to  be  beating  his  head 
against  the  wall,"  he  said  late  last  fall. 
"Someday,  somehow,  well  get  smart, 
but  not  next  year."  Reichhold's  nine- 
month  earnings  were  down  25%. 

Unless  the  economy  picks  up,  the  situ- 
ation will  likely  get  worse  in  1978,  says 
First  Boston  analyst  Anantha  Raman. 
"Capacity  will  still  be  growing  at  6%  to 
7%  and  demand  by  only  5%  to  6%." 

Given  this  pressure  and  these  pros- 
pects, companies  began  giving  up  hard- 


Chemicals:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

DIVERSIFIED  CHEMICALS 

Dow  Chemical 

27.2% 

1 

21.0% 

0.6 

13.0% 

1 

16.5% 

9.8% 

20.3% 

2 

29.2% 

3 

Diamond  Shamrock 

24.9 

2 

27.0 

0.6 

13.8 

3 

14.2 

10.7 

14.7 

4 

32.5 

2 

Stauffer  Chemical 

20.6 

3 

18.0 

0.6 

11.9 

2 

14.6 

8.9 

13.7 

5 

23.7 

5 

Monsanto 

18.3 

4 

13.3 

0.4 

9.9 

4 

13.4 

6.7 

13.2 

7 

24.5 

4 

Union  Carbide 

16.7 

5 

12.3 

0.5 

8.7 

5 

12.0 

5.6 

13.5 

6 

18.3 

9 

Reichhold  Chemicals 

14.5 

6 

8.1 

0.5 

6.4 

8 

10.5 

2.1 

21.1 

1 

21.5 

6 

American  Cyanamid 

14.1 

7 

12.1 

0.4 

9.2 

6 

11.3 

5.8 

10.1 

12 

7.3 

10 

W  R  Grace 

13.6 

8 

11.9 

0.6 

8.0 

10 

9.5 

3.5 

12.0 

9 

19.4 

8 

Allied  Chemical 

12.9 

9 

12.3 

0.5 

8.0 

11 

8.9 

4.8 

11.8 

10 

20.3 

7 

E  1  Du  Pont 

12.8 

10 

13.4 

0.3 

9.8 

7 

10.7 

5.7 

11.8 

11 

3.8 

12 

Hercules 

12.4 

11 

9.4 

0.4 

7.3 

9 

10.2 

4.3 

12.9 

8 

6.3 

11 

Celanese 

10.7 

12 

8.5 

0.5 

5.5 

12 

6.7 

2.8 

9.7 

13 

45.4 

1 

Rohm  &  Haas 

6.7 

13 

def 

0.7 

0.9 

13 

6.4 

def 

15.5 

3 

-2.7 

13 

Medians 

14.1 

12.3 

0.5 

8.7 

10.7 

5.6 

13.2 

20.3 
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won  market  positions.  Rohm  &  Haas, 
pushed  by  a  $6. 1-million  loss  in  its  latest 
12-month  period,  sold  its  fibers  plant  to 
Monsanto  and  planned  to  sell  its  Brazil- 
ian fiber  operation  and  most  of  its  ani- 
mal-health businesses.  Allied  Chemical 
sold  its  last  dye  plant  to  Buffalo  Color 
Corp.  after  57  years  in  the  dye  business. 
Diamond  Shamrock  sold  its  polypropy- 
lene business  when  it  heard  Gulf  Oil  was 
coming  in:  "The  market  "already  had  ex- 
cess capacity,"  says  President  William 
H.  Bricker.  "The  only  way  Gulf  could 
get  in  was  to  buy  in,  and  that  meant 
further  pressure  on  margins.  We 
couldn't  afford  to  let  our  capital  be  tied 
to  lower  returns." 

Fiber  companies  suffered  most  from 
low  prices  and  operating  rates — partly, 
says  First  Boston  s  Raman,  because 
there  is  not  much  more  market  to  be 
won  from  natural  fibers:  "Cotton  has 
about  26%  to  29%  of  the  market  now. 
Synthetics  won't  eat  into  that  much 
more."  While  the  domestic  synthetic 
market  picked  up  mildly  from  1976,  the 
European  market  slipped  badly  in  an 
unexpectedly  slow  recovery. 

The  signs  of  a  shakeout  were  clear. 
Besides  Rohm  &  Haas  quitting  the 
field,  American  Cyanamid  spent  almost 
nothing  on  its  fiber  operations.  Mon- 


santo added  no  capacity.  Du  Pont  fin- 
ished a  100-million-pound-a-year  poly- 
ester plant,  but,  seeing  the  weakness  of 
the  filament  market,  didn't  bring  it  on 
stream.  "If  the  textile  business  were  per- 
forming normally,"  said  Du  Pont's  Sha- 
piro, "we  would  have  had  the  best  year  in 
146  years.  We  ought  to  be  down  to  four  or 
five  producers  soon.  Then  we  11  see  a 
greater  sense  of  realism  [higher  prices]  as 
demand  catches  up  with  supply." 

As  if  overcapacity  was  not  burden 
enough^  the  industry  was  further  en- 
meshed in  government  regulation  like 
the  Toxic  Substances  Control  Act 
(TOSCA).  Cowed  by  bad  publicity  over 
reports  of  chemically  caused  sterility, 
nerve  damage  and  cancer,  plus  the  ban- 
ning of  Monsanto's  Cycle-Safe  bottles 
(costing  the  company  a  $18.5-million 
writeoff),  plus  ever-more-complex  test- 
ing standards  from  the  Environmental 
Protection  Agency,  the  industry  cut  back 
on  new  product  development.  True, 
Diamond  Shamrock  lifted  research  and 
development  spending  15%  last  year. 
"But  that's  not  all  for  new  products," 
noted  President  Bricker.  "We're  re- 
stricting development  in  order  to  deal 
with  government  regulations." 

He  was  not  alone.  Allied  Chemical, 
which  had  paid  out  $9.5  million  in  fines 


for  Kepone  damage  in  1976,  last  year 
withdrew  "quite  deliberately  from  busi- 
nesses such  as  pesticides  and  insecticides 
where  we  consider  exposure  to  TOSCA 
high,"  said  Financial  Vice  President 
Walter  Sykes.  Du  Pont  further  cut  re- 
search spending  to  just  over  4%  of  sales, 
compared  with  5%  in  1974.  Last  year  it 
also  shifted  much  research  work  to  the 
development  of  established  products  and 
product  lines. 

The  only  companies  to  profit  from  the 
trend  were  those  like  American  Cyana- 
mid and  Stauffer  that  are  already  firmly 
established  in  the  high-margin,  multi- 
billion-dollar  world  pesticide  market. 
How?  There  is  less  danger  of  a  price 
drop  in  pesticides,  with  new  competition 
temporarily  stalled  because  of  additional 
testing  requirements. 

Under  such  industry  pressures,  every 
company  was  looking  for  places  to  cut 
costs.  Union  Carbide,  smarting  from  a 
24%  third-quarter  earnings  dip,  put  all 
employees  on  written  notice  that  their 
jobs  were  being  evaluated  for  usefulness. 
Alexander  F.  Giacco,  Hercules'  new 
president,  began  what  Chairman  Werner 
Brown  called  "the  most  major  reorganiza- 
tion of  Hercules  in  50  years" — doubtless 
pushed  by  a  41%  earnings  drop  in  the 
latest  nine-month  period. 


Chemicals:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year  Latest 

Equity 

Latest 

5-Year  5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank   12  Months 

Ratio 

12  Months 

Rank  Average 

Margin 

Average 

Rank 

Average 

Rank 

SPECIALISTS 

Intl  Minerals  &  Chem 

28.4% 

1  18.9% 

0.6 

12.4% 

3  16.8% 

8.7% 

16.0% 

8 

93.7% 

1 

Nalco  Chemical 

24.7 

2  26.7 

0.0 

25.5 

1  23.7 

11.3 

14.2 

10 

17.3 

10 

Lubrizol 

24.6 

3  22.2 

0.0 

20.2 

2  23.4 

11.3 

17.1 

6 

17.7 

8 

Ethyl 

20.0 

4  19.4 

0.5 

11.1 

9  11.2 

6.1 

13.0 

13 

17.6 

9 

Air  Prods  &  Chems 

18.6 

5  18.6 

0.5 

11.2 

10  10.8 

7.2 

20.6 

2 

25.7 

3 

Mallinckrodt 

18.3 

6  19.4 

0.3 

13.7 

6  13.7 

8.6 

19.4 

5 

22.8 

5 

Natl  Starch  &  Chem 

17.8 

7  17.2 

0.3 

13.5 

4  14.4 

7.1 

15.8 

9 

14.3 

13 

Thiokol 

17.3 

8  18.3 

0.3 

14.0 

4  14.4 

5.4 

8.8 

18 

22.4 

6 

Liquid  Air  of  No  Amer 

16.4 

9  17.0 

0.5 

11.3 

8  12.1 

7.1 

19.7* 

3 

24.6t 

4 

Witco  Chemical 

16.1 

10  15.1 

0.4 

10.0 

11  10.1 

3.8 

16.2 

7 

14.0 

15 

Freeport  Minerals 

15.7 

11  7.5 

0.0 

6.4 

7  13.7 

8.4 

10.8 

15 

14.1 

14 

Williams  Companies 

15.5 

12  9.7 

0.9 

6.0 

12  9.3 

5.5 

22.1 

1 

15.3 

12 

Airco 

13.3 

13  15.1 

0.4 

10.0 

15  8.4 

6.3 

10.9 

14 

19.5 

7 

Pen  n  wait 

12.3 

14  13.8 

0.5 

9.6 

13  9.1 

4.8 

10.7 

16 

13.3 

16 

Inmont 

11.8 

15  15.5 

0.4 

11.2 

14  90 

4.3 

8.4 

19 

34.6 

2 

Sun  Chemical 

11.0 

16  22.3 

0.6 

14.7 

16  7.5 

4.2 

19.5 

4 

6.1 

18 

Chemetron 

9.6 

17  4.2 

0.5 

3.9 

17  7.3 

1.8 

9.4 

17 

16.2 

11 

Cabot 

9.1 

18  15.3 

0.4 

11.4 

18  7.1 

6.9 

13.4 

12 

6.2 

17 

Akzona 

6.2 

19  2.9 

0.5 

2.7 

19  4.8 

1.1 

13.6 

11 

-8.4 

19 

Medians 

16.1 

17.0 

0.4 

11.2 

10.8 

6.3 

14.2 

17.3 

Industry  Medians 

15.6 

15.1 

0.5 

10.0 

10.8 

5.8 

13.6 

18.0 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  growth,    def  Deficit. 
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Excepting  always  the  specialty  pro- 
ducers (see  box),  the  only  major  com- 
modity or  intermediate  chemical  group 
ahle  to  huck  the  negative  trend  was  the 
industrial  gas  sector,  including  Air  Prod- 
ucts, Airco  and  Union  Carbide's  Linde 
division.  Why?  "They've  already  been 
through  their  massive  overbuilding  and 
shakeout  cycle  back  in  the  Sixties,"  says 
analyst  Emil  Mikity  of  Lehman  Broth- 
ers. How  attractive  the  industrial  gases 
marke  t  looks  may  be  seen  from  the  per- 
sistent efforts  of  Britain's  BOC  Interna- 
tional to  buy  control  of  Airco. 

Beyond  these,  the  only  big  chemical 
companies  to  prosper  were  those  that 
put  their  resources  outside  of  chemicals. 
Thus,  most  of  Allied  Chemical  s  $450- 
million  in  capital  spending  went  into  ex- 
pansion of  its  North  Sea  drilling  oper- 
ation and  an  investment  in  an  Indonesian 
liquefied  natural  gas  venture.  The  con- 
centration on  energy  paid  off:  Allied  s 
net  nearly  doubled  in  the  most  recently 
reported  quarter,  with  57%  of  operating 
earnings  coming  from  energy.  Diamond 
Shamrock's  oil  and  gas  profits  now  ac- 
count for  over  40%  of  earnings. 

Overall,  the  chemical  industry's  cycli- 
cal pattern  seems  fated  to  repeat  itself 
unless  the  industry  can  bring  the  supply 
and  demand  problem  under  control. 
'Nineteen  seventy-eight,"  predicts 
Shaw  Bridges  of  Smith  Barney,  "is  going 
to  be  a  war  of  nerves. "  ■ 


We  Have  Just  What  You  Need 

for  a  specialty  chemical  company, 
compared  with  80  cents  for  a  com- 
modity chemical  company."  But  suc- 


While  the  big  chemical  companies 
slid  deeper  into  their  cyclical  trough, 
there  were  plenty  of  growth  patc  hes 
in  the  "specialty  chemicals  area 
Specialty  chemicals  are  described 
most  accurately  by  what  they  do. 
They  are  carefully  formulated  to  solve 
a  customer's  engineering  or  pollution 
problems.  Buyers  pay  handsomely  for 
a  little  product  and  a  lot  of  service — 
and  it  shows  in  return-on-equity 
figures. 

For  example?  Betz  Laboratories,  a 
$150-million-sales  water  treatment 
service  company,  earns  some  24%  on 
equity.  Loctite  Corp.  ($105-million 
sales)  earned  38%  on  equity  from  sell- 
ing innovative  ways  to  use  its  patented 
adhesives.  Little  (some  $70-million 
sales)  Great  Lakes  Chemical  returned 
over  30%  by  assiduously  exploiting  its 
low-cost  position  in  bromines — from 
replacing  chlorine  in  swimming  pools 
to  bromine-based  flame  retardants. 

How  do  they  do  it?  "For  one 
thing,  says  Charles  Kline,  whose 
consulting  company  publishes  a  com- 
prehensive Marketing  Guide  To  The 
Chemical  Industry,  "plant  invest- 
ment is  low.  A  dollar  in  fixed  costs 
produces  $3  to  $4  in  annual  revenues 


cess  really  depends  on  early  percep- 
tion of  customers  needs  and  rapid 
innovation.  That's  how  a  specialty 
chemical  company  limits  competition 
and  controls  price. 

Successful  specialty  chemical  com- 
panies come  in  two  main  varieties. 
One  type  participates  in  a  high- 
growth  market:  For  example,  Petro- 
lite  Corp.  ($140-million  sales)  yets  a 
25%  return  by  formulating  demulsi- 
fiers  for  the  oil  service  business 
(growth  rate,  11%  a  year). 

The  other  type  expands  bit  by  bit 
in  a  larger,  slower-growing  market. 
Economics  Laboratory  ($359-million 
sales)  now  has  60%  of  the  institution- 
al-ware-washing market  using  its  cus- 
tom-formulated detergents;  it  makes 
some  17%  on  equity. 

The  outlook  for  most  specialty 
chemical  companies  is  bright.  "Spe- 
cialty chemicals  will  continue  their 
premium  growth,  says  Luke  Wil- 
liams of  Ingalls  &  Snyder.  "Manufac- 
turers will  fight  over  prices  of  bulk 
raw  materials,  but  they  won't  quibble 
over  a  few  drops  of  additive." 


That's  a  Butler  building? 


Yes.  lhat  is  a  Butler  building, 
In  tact.  \  oh  pi  ohabk  see 
beautiful  Butler  buddings 
all  I  he  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  fle\ibiht\  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

lo  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  ""Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.  >war; 

^BUTLBR^ 
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Leisure 


Consumers  were  willing  to  pay  for  entertainment  last 
year  if  they  didn't  have  to  pay  too  much.  And  don't 
look  for  the  big-ticket  items  to  come  back  this  year. 


To  talk  about  the  leisure  industry  is  to 
talk  primarily  about  the  consumer's  wal- 
let. Last  year's  consumer  still  worried 
about  the  economy,  energy,  taxes  and 
unemployment,  so  companies  that  could 
give  him  cheap  entertainment  got  him  to 
pull  out  that  wallet  more  often  than 
those  pitching  him  something  for  $500 
down  and  three  years  to  pay.  This  year 
looks  like  more  of  the  same. 

"In  the  past,  entertainment  was  ex- 
pensive in  terms  of  both  dollars  and  en- 
ergy, says  analyst  Anthony  Hoffman  of 
Bache  Halsey  Stuart  Shields.  "One  of 
the  best  forms  of  entertainment  was  just 
driving  around.  Now  people  have  turned 
away  from  that.  You  can  buy  a  helluva  lot 
of  records  for  the  price  of  a  snowmobile." 

While  nobody  in  the  leisure  industry 
did  really  badly  last  year,  entertainment 


and  publishing  companies  were  the  out- 
standing performers.  Total  motion  pic- 
ture box-office  receipts  were  an  estimat- 
ed 15%  ahead  of  the  $2. 1-billion  record 
set  in  1975,  and  paperback  books  and 
records  were  also  strong  sellers.  People 
entertained  themselves  or  their  friends 
more  at  home,  aided  by  a  Flash  Gordon 
assortment  of  video  games,  videotape 
recorders,  pinball  machines  and  home 
computers,  but  sales  of  energy-using 
boats  and  recreational  vehicles  were  dis- 
appointing. More  people  ate  out:  The 
average  family  now  spends  about  $20  a 
week  on  food  eaten  away  from  home. 

Moviemakers  had  a  good  year  because 
they  were  making  good  movies;  and  in 
terms  of  a  big  return,  nothing  beats  a  hot 
movie.  Twentieth  Century-Fox's  earn- 
ings jumped  from  $1.34  a  share  to  about 


$7,  largely  because  of  Star  Wars.  For- 
eign rentals  from  the  movie  will  continue 
to  flow  to  Fox  this  year.  Columbia  Pic- 
tures is  counting  on  its  science  fiction 
entry,  Close  Encounters  of  the  Third 
Kind,  which  at  $21  million  was  the  most 
expensive  film  in  the  company  s  history, 
to  work  the  same  magic  this  year.  But 
picking  a  winner  was  still  a  hit-or-miss 
proposition.  Star  Wars'  closest  competi- 
tor in  gross  rentals  was  not  Columbia 
Pictures'  high-budget,  much-promoted 
The  Deep,  but  an  inexpensive  sleeper 
from  MCA's  Universal  Pictures,  Smokey 
and  the  Bandit. 


Leisure:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt' 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

TRAVEL 

Loews 

19.4% 

1 

25.4% 

0.9 

9.2% 

2 

7.1% 

3.8% 

28.1% 

1 

16.7% 

1 

Hilton  Hotels 

13.8 

2 

15.0 

0.5 

11.5 

1 

9.0 

10.3 

5.9 

6 

15.2 

2 

Marriott 

11.5 

3 

11.6 

0.9 

6.8 

4 

6.4 

3.7 

20.2 

2 

14.9 

3 

Holiday  Inns 

10.1 

4 

11.3 

0.6 

8.2 

3 

6.9 

5.3 

9.5 

5 

2.3 

4 

Hyatt  Corp 

8.4 

5 

21.5 

1.8 

9.7 

5 

5.3 

3.5 

18.1 

4 

-2.6 

5 

Ramada  Inns 

6.6 

6 

6.5 

2.0 

4.3 

6 

4.3 

2.9 

19.5 

3 

-5.5 

6 

Medians 

10.8 

13.3 

0.9 

8.7 

6.7 

3.8 

18.8 

8.6 

ENTERTAINMENT 

CBS 

23.0% 

1 

24.6% 

0.1 

20.9% 

2 

18.7% 

6.9% 

10.8% 

6 

14.2% 

5 

MCA 

22.8 

2 

18.6 

0.0 

17.3 

1 

20.4 

10.0 

17.8 

3 

37.8 

1 

MGM 

20.5 

3 

22.4 

1.0 

12.0 

4 

12.3 

11.5 

5.9 

11 

D-P 

General  Cinema 

18.1 

4 

18.8 

0.7 

12.5 

6 

10.7 

4.5 

18.3 

2 

12.8 

6 

Warner  Communications 

17.3 

5 

25.3 

0.8 

14.0 

8 

9.9 

6.4 

15.2t 

4 

8.5t 

8 

Amer  Broadcasting 

16.9 

6 

24.0 

0.5 

18.0 

3 

13.0 

6.6 

9.2 

7 

20.6 

2 

Twentieth  Century-Fox 

16.7 

7 

36.8 

0.9 

20.1 

7 

9.9 

10.1 

12.8 

5 

D-P 

Metromedia 

15.2 

8 

21.8 

0.3 

16.2 

5 

10.7 

11.0 

7.5 

9 

15.7 

4 

RCA 

14.7 

9 

19.0 

0.6 

10.7 

10 

9.0 

4.2 

7.8 

8 

12.8 

Columbia  Pictures 

12.5 

10 

39.4 

1.9 

15.0 

11 

2.3 

5.2 

6.0 

10 

D-D 

9 

Walt  Disney 

10.9 

11 

11.8 

0.0 

10.4 

9 

9.5 

13.0 

21.6 

1 

17.3 

3 

Medians 

16.9 

22.4 

0.6 

15.0 

10.7 

6.9 

10.8 

14.2 
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With  movie  earnings  so  uncertain, 
movie  companies  continued  to  diversify 
and  become  "entertainment  compa- 
nies." Columbia  was  looking  at  Mattel. 
Warner  Communications  bought  Knick- 
erbocker Toys.  General  Cinema  and  Fox 
swallowed  up  bottling  companies. 

Fast-food  chains,  which  now  account 
for  25%  of  all  restaurant  volume,  kept 
growing  at  a  torrid  15%  to  20%.  But  to 


keep  growing,  the  chains  will  have  to 
expand  not  only  in  units  but  in  how 
many  people  they  move  through  those 
units  and  how  much  they  take  in  from 
each  customer.  Total  sales  for  the  top 
100  restaurant  chains  were  up.  13.2%  in 
1977  over  1976;  but  if  you  discount  the 
7%  rise  in  average  menu  prices  and  a 
5.7%  increase  in  new  units,  real  growth 
was  under  1%. 


Under  this  pressure,  fast-food  opej 
tors  were  adding  salads  and  desserts 
their  basic  burger  menus,  and  coffj 
shops  began  upgrading  their  facilities 
attract  more  dinner  trade.  "We  wai 
something  to  appeal  to  more  peop 
around  the  clock  and  be  more  comfoi 
able  for  dinner,"  says  Vernon  Winche 
president  of  Denny's,  the  coffee-sh< 
and  donut  chain  whose  net  rose  40%  la 


Leisure:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5- Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

RECREATION 

Franklin  Mint 

31.3% 

1 

15.3% 

0.4 

9.8% 

1 

25.5% 

4.3% 

38.2  % 

1 

34.3% 

2 

Tandy 

9ft  1 

2 

OO.  1 

0.8 

9s.  9 

** 

6.7 

30  Ot 

2 

59. 5t 

1 

Mattel 

9fi  ft 

■3 
O 

9Q  Q 

0.7 

1  j.O 

c 

D 

11.1 

5.0 

3.6 

18 

D-P 

Parker  Pen 

19  6 

4 

20  3 

0.3 

16  5 

3 

18  0 

4.2 

27.1 

3 

26.4 

3 

Eastman  Kodak 

IP  1 

c 

J 

1  J. J 

0.0 

1  R  1 

1 O.  1 

2 

lft  n 

11.1 

11.1 

8 

8.2 

5 

13.7 

6 

16.5 

0.0 

16.7 

4 

14.0 

2.6 

23.7 

5 

8.1 

6 

Skyline 

1  ?  A 

7 

i  ^  F, 

1  J.D 

0.0 

iJ.O 

c 

1  "3  A. 

1 0.H 

3.5 

5.7 

15 

-3.6 

12 

AMF 

13.3 

g 

12  9 

0.7 

8.7 

1 1 

8  9 

3.3 

8.8 

13 

2.5 

10 

American  Greetings 

13  0 

9 

14  0 

0.3 

114 

7 

111 

6.5 

11.7 

7 

7.3 

7 

Brunswick 

12  3 

10 

in  Q 

0.5 

ft  fi 

q 

4.0 

11.1 

9 

10.7 

4 

Outboard  Marine 

11.7 

1 1 

10  3 

0.3 

8.2 

g 

9  8 

4.0 

9.9 

12 

4.3 

8 

Polaroid 

9.3 

12 

11.5 

0.0 

11.4 

10 

9.3 

8.7 

12.1 

6 

1.4 

11 

Del  E  Webb 

8.5 

13 

11.9 

0.9 

8.3 

13 

6.2 

2.4 

4.2 

17 

4.0 

9 

Winnebago  Industries 

7.2 

14 

4.3 

0.0 

4.1 

12 

7.1 

1.5 

23.8 

4 

-4.2 

13 

Fuqua  Industries 

5.3 

15 

10.5 

0.8 

7.3 

14 

4.9 

2.7 

10.2 

11 

-12.8 

15 

Bell  &  Howell 

4.6 

16 

2.6 

0.4 

2.1 

15 

4.0 

0.9 

6.6 

14 

-11.3 

14 

Philips  Industries 

def 

17 

14.3 

0.7 

10.4 

16 

2.3 

2.5 

5.0 

16 

P-D 

16 

Champion  Home 

def 

18 

def 

0.3 

def 

17 

def 

def 

10.6 

10 

P-D 

16 

Medians 

12.7 

13.3 

0.4 

10.1 

9.5 

3.8 

10.9 

4.0 

PUBLISHING 

Dow  Jones 

27.7% 

1 

31.0% 

0.2 

26.6% 

1 

25.7% 

12.5% 

12.2% 

7 

7.6% 

12 

Dun  &  Bradstreet  Cos 

99  1 

o 

c. 

c.O.  L 

0.0 

OO  Q 

o 
c. 

oo  n 

8.5 

11.3 

8 

8.7 

11 

Equifax 

19.1 

3 

19.7 

0.1 

16.8 

4 

16.0 

3.5 

6.0 

14 

-1.4 

15 

Washington  Post 

18.8 

4 

26.2 

0.2 

19.2 

8 

13.3 

7.6 

12.6 

6 

18.6 

1 

A  C  Nielsen 

18.4 

5 

19.9 

0.0 

20.3 

3 

18.5 

7  R 

14.0 

3 

13.0 

6 

Gannett 

17.5 

6 

18.8 

0.1 

19.6 

5 

15.5 

12.2 

14.9 

2 

17.4 

3 

Times  Mirror 

16.3 

7 

19.0 

0.1 

16.7 

6 

14.1 

8.4 

12.7 

5 

12.5 

7 

Harcourt  Brace  Jovan 

15.4 

8 

17.9 

0.6 

11.4 

7 

13.4 

5.8 

13.3 

4 

9.1 

9 

Time  Inc 

15.3 

9 

18.5 

0.3 

13.8 

13 

11.5 

7.1 

9.7 

11 

13.3 

5 

McGraw-Hill 

15.2 

10 

18.0 

0.2 

15.3 

10 

12.1 

7.6 

6.6 

13 

9.0 

10 

New  York  Times 

14.9 

11 

17.1 

0.1 

15.1 

9 

13.2 

5.6 

9.8 

9 

7.1 

13 

Knight-Ridder  News 

13.8 

12 

14.8 

0.1 

13.9 

11 

11.9 

7.8 

21.2 

1 

13.8 

4 

R  R  Donnelley  &  Sons 

12.9 

13 

14.3 

0.0 

12.9 

12 

11.6 

7.4 

9.7 

11 

10.3 

8 

Areata  National 

9.5 

14 

13.2 

0.4 

9.5 

14 

7.2 

4.4 

9.8 

10 

18.3 

2 

Macmillan 

6.8 

15 

7.2 

0.4 

5.8 

15 

5.9 

3.6 

5.2 

15 

6.5 

14 

Grolier 

def 

16 

def 

NE 

def 

16 

def 

def. 

1.9 

16 

P-D 

16 

Medians 

15.4 

18.3 

0.1 

15.2 

13.3 

7.5 

10.6 

9.7 

FOOD  SERVICE 

Sambo's  Restaurants 

29.5% 

1 

24.3% 

0.2 

19.9% 

1 

26.4% 

5.5% 

38  8% 

1 

38.4% 

1 

McDonald's 

26.0 

2 

24.7 

0.9 

13.7 

2 

14.8 

9.9 

34.7 

2 

31.7 

2 

Denny's 

22.1 

3 

23.3 

0.6 

15.5 

3 

13.0 

4.7 

29.5 

3 

21.8 

3 

Gino's 

16.7 

4 

7.9 

0.7 

6.2 

5 

10.4 

1.4 

21.6 

4 

10.7 

5 

Howard  Johnson 

13.0 

5 

12.9 

0.0 

12.3 

4 

12.4 

6.1 

8.0 

5 

12.4 

4 

Medians 

22.1 

23.3 

0.6 

13.7 

13.0 

5.5 

29.5 

21.8 

Industry  Medians 

15.1 

17.5 

0.4 

12.7 

11.1 

5.4 

11.2 

10.3 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


NOTE:  Explanation  of  Yardstick  calculations  on  page  38.  t  Four-year  growth.  P-D  Profit  to  deficit, 
def  Deficit.      NE  Negative  Equity.    **  Not  available;  not  ranked. 


D-D  Deficit  to  deficit    D-P  Deficit  to  profit;  not  ranked. 
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Performance 
Manual 


That's  just  about  the  way  our  annual  report 
reads:  a  year-in,  year-out  record  of  how 
we  performed. 

A  performance  based  on  progressive 
management,  balanced  diversification, 
and  momentum  in  the  fields  of  rubber  and 
plastic  products. 

You'll  find  some  very  common  sense, 
basic  approaches  and  philosophies  about 
the  business  of  running  the  nation's 
375th*  largest  industrial  corporation. 

You'll  also  find  some  very  common  sense, 
sophisticated  approaches  and  philoso- 


DAYGO 

CORPORATION 


phies  that  have  helped  make  us  83rd*  in 
the  nation  in  the  Total  Return  to  Investors 
category. 

You'll  read  about  how  we  position  the 
company  in  growing  markets;  how  our 
"invisible  performers"  —  the  highly 
engineered  components  and  replacement 
parts  that  help  keep  American  industry 
moving  —  continue  to  perform,  year 
after  year. 

Write  today  for  a  copy  of  our  "Performance 
Manual."  Dayco  Corporation,  333  West 
First  Street,  Dayton,  Ohio  45402. 

'May,  1977  issue,  FORTUNE  Magazine 


The  "Invisible  Performer"  . . . 
Becoming  more  visible  every  year. 


year  but  whose  real  growth,  excluding 
menu  price  hikes,  was  only  3%. 

"Family  restaurant"  chains  like 
Denny's  and  Sambo's  should  continue  to 
grow  faster  than  the  food  service  indus- 
try as  a  whole.  The  continuing  march  of 
women  into  the  labor  force  forecasts  an 
increase  in  dinner  traffic,  and  the  will- 
ingness of  customers  to  spend  more  at 
dinner  should  cause  margins  to  improve, 
since  the  costs  for  the  chains,  especially 
the  ones  that  are  already  open  long 
hours,  are  stable. 

Higher  room  rates  and  slightly  better 
occupancy  rates  benefited  the  lodging 
industry,  but  past  overbuilding  and 
ever-rising  construction 
costs  make  new  hotels  an 
unattractive  place  to  put 
capital.  More  of  the  chains 
are  following  Hilton's  lead 
of  a  few  years  back  and  giv- 
ing up  ownership  in  favor  of 
management  contracts. 
Marriott  Corp.,  for  exam- 
ple, has  agreed  in  principle 
to  sell  seven  hotels  to  Equi- 
table Life  Assurance  Soci- 
ety, but  will  continue  to 
manage  them.  Marriott, 
which  for  the  first  time  in 
ten  years  has  more  equity 
than  debt,  plans  to  continue 
emphasizing  management 
contracts  that  do  not  require 
heavy  capital  spending. 

What  are  some  of  the  oth- 
er hotel  chains  doing  with 
their  capital?  Diversifying. 
Ramada  Inns  is  looking  into 
fast  foods.  Holiday  Inns' 
Delta  Steamship  subsidiary 
has  a  deal  to  acquire  part  of 

the  routes  and  assets  of  Pru-   

dential  Lines,  more  than 
doubling  its  fleet  of  cargo  vessels  and 
adding  trade  routes  with  annual  rev- 
enues of  $125  million.  Meanwhile,  Hil- 
ton continues  to  expand  its  highly  profit- 
able resort  properties  in  Hawaii  and  Las 
Vegas.  "While  about  40%  of  our  business 
now  comes  from  conventions,"  says  Hil- 
ton's Barron  Hilton  about  the  future, 
"the  greatest  growth  is  in  the  tour  and 
travel  markets." 

The  network  broadcasters  are  slugging 
it  out  in  what  may  prove  the  most  expen- 
sive television  season  to  date.  While  net- 
work TV  sales  rose  21.5%  (to  $2.4  billion) 
through  September,  the  networks  laid 
out  nearly  $1  billion  of  new  program- 
ming this  season,  much  of  it  high-priced 
miniseries  and  specials.  These  are  ulti- 
mately less  profitable  than  a  proven  se- 
ries, which  can  be  rerun  indefinitely. 

In  an  effort  to  catch  front-runner  ABC, 
CBS  restructured  its  broadcasting  divi- 
sion and  poured  $32  million  into  new 
series.  NBC  also  shook  up  its  manage- 
ment, but  opted  for  special-event  pro- 
gramming. So  far,  ABC  is  still  the  win- 


ner. While  both  CBS  and  NBC's  parent, 
RCA,  turned  in  strong  performances  be- 
cause of  good  earnings  in  other  areas, 
their  broadcasting  profits  late  last  year 
were  running  no  better  than  even  with 
1976  because  of  heavy  expense's,  al- 
though profits  will  be  up  for  the  full  year. 
Another  sour  note  was  sounded  by  a 
Nielsen  report  which  noted  that  the  time 
spent  watching  TV  declined  last  year. 

Consumers  liked  not  only  playing  at 
home  but  shopping  there  too:  "Mail  or- 
der is  a  definite  trend,"  insists  Frank 
Leach,  president  of  Areata  National. 
Thus  commercial  printers  like  Areata 
and  Donnelley  prospered  both  from  an 


Kids'  Stuff?  Not  so.  Leisure  activities  that  are  modestly  priced, 
use  little  energy  and  allow  people  to  get  together 
with  friends  are  increasingly  popular.  Case  in  point? 
An  estimated  43%  of  all  bicycles  sold  are  to  people  over  18. 


estimated  20%  rise  in  magazine  advertis- 
ing revenues  and  from  increased  use  of 
catalogs  by  retail  merchants. 

Time  Inc.'s  net  income  was  up  an 
estimated  38%  as  its  magazine  revenues 
surged  23%  and  its  books,  especially 
mail-order  series,  sold  well.  Unless  the 
Federal  Trade  Commission  intervenes  to 
prevent  it,  the  company  will  increase  its 
participation  in  this  mail-order  market 
by  acquiring  Book-of- the- Month  Club. 
Mass-market  paperbacks,  aided  by  a 
publishing  trend  to  tie  their  release  to 
popular  movies  and  television  programs, 
grew  10%  or  better. 

The  cold  winter  put  a  chill  on  newspa- 
per advertising  revenues,  but  spring 
brought  relief,  and  newspapers  were 
able  to  show  profit  gains  of  some  25%  to 
30%,  led  by  the  Washington  Post  with  a 
61%  increase.  The  New  York  Times,  in 
an  attempt  to  bolster  circulation,  added 
special-interest  sections  to  its  weekday 
editions  and  enjoyed  circulation  gains  of 
3%  with  advertising  revenue  gains  of 
13%.  It  also  took  out  after  Time  Inc.'s 


highly  successful  People  magazine  with  a 
personality  magazine  of  its  own  called 
US.  While  circulation  is  expected  to  top 
700,000  this  year,  US  does  not  have  the 
edge  of  being  first  or  the  trendy  style 
that  made  People  profitable  in  close  to 
record  time. 

The  durable-goods  manufacturers  suf- 
fered most  from  last  year's  consumer 
uneasiness.  Brunswick  Corp.'s  billiard 
tables  and  home  pinball  machines  sold 
well,  but  orders  were  off  in  its  Mercury 
Motor  division.  Coleman's  camping  and 
backpacking  equipment  sold  well,  and 
the  company  even  increased  sales  of  its 
camping  trailers,  despite  a  decline  in  the 
trailer  market  as  a  whole. 
But  sales  of  equipment  to 
recreational-vehicle  produc- 
ers (17%  of  sales  in  1976) 
were  poor. 

Faced  with  flat  sales  for 
its  Harley-Davidson  motor- 
cycles, AMF  launched  an 
antidumping  campaign 
against  Japanese  manufac- 
turers and  will  start  manu- 
facturing less-expensive 
mopeds  this  year  in  hopes  of 
catching  that  market.  But  in 
cameras  the  consumer  was 
amenable  to  being  traded 
up:  Both  Polaroid  and  East- 
man Kodak  did  well  with 
their  relatively  expensive 
instant  cameras,  while  Ko- 
dak s  cheaper  pocket  cam- 
eras gathered  dust  on  retail- 
ers' shelves.  Polaroid  will 
try  to  revive  the  sluggish 
home-movie  market  this 
year  by  introducing  an  in- 
stant movie  system  called 

  Polavision,  but  its  startup 

costs  plus  Kodak's  increas- 
ing pressure  in  instant  cameras  will  hurt 
Polaroid's  margins. 

Analyst  Anthony  Hoffman  sees  future 
leisure  industry  trends  as  depending 
more  on  sociology  than  on  economics. 
"People  are  placing  a  higher  value  on 
each  other's  company,"  he  says.  This 
social  need  can  be  satisfied  as  easily  by  a 
movie  or  a  McDonald  s  hamburger  as  by 
a  costly  restaurant  meal.  This  trend  will 
benefit  the  entertainment  companies 
that  have  diversified  into  records,  mov- 
ies, books  and  at-home  entertainments 
of  all  kinds.  Low-priced  restaurants  will 
continue  to  do  well. 

Those  companies  that  have  not  yet 
diversified  will  surely  do  so.  The  per- 
centage of  income  spent  on  leisure  activ- 
ity has  changed  little  in  the  last  decade, 
and  the  easiest  way  to  be  protected 
against  changing  tastes  is  to  put  one's 
eggs  in  more  baskets.  "Ten  years  ago 
these  were  not  leisure  companies,"  says 
Mitchell,  Hutchins'  analyst  Lee  Isgur. 
"But  as  this  group  matures,  the  peaks 
and  troughs  will  narrow.  "  ■ 
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Paper  prices  are  in  the  throes  of  a  downturn 
that  could  get  worse.  But  fortunately,  paper 
companies  also  make  lumber  and  plywood. 


The  chickens  began  to  come  home  to 
roost  in  the  paper  business  last  year. 
Companies  had  raised  prices  incessantly 
during  the  shortage  years  of  1973  and 
1974,  and  for  the  most  part  had  managed 
to  sustain  those  increases  through  the 
1975  recession  and  1976  recovery  .  But  in 
1977  attempted  price  increases  for  some 
major  products  didn  t  hold  up,  and 
prices  began  to  sag. 

Nobody  knows  who  started  the  price- 
cutting — the  industry  is  full  of  rumors — 
but  buyers  were  having  a  field  day. 
'They  were  playing  games  with  suppli- 
ers," says  H.C.  Bowen  Smith,  veteran 
industry  analyst  at  Blyth  Eastman  Dil- 


lon. One  technique:  A  purchasing  agent 
for  an  appliance  maker  who  normally 
buys  corrugated  boxes  from  six  suppliers 
would  buy  heavily  from  five,  while  the 
salesman  for  the  sixth  company  got  no- 
where. The  buyer  was  never  in  for  a  visit 
and  would  not  return  phone  calls.  Final- 
ly the  salesman,  under  home-office  pres- 
sure, offered  a  great  buy  and  got  an 
order.  Whereupon  the  buyer  played  the 
same  trick  on  another  supplier. 

Prices  were  weakest  in  linerboard, 
made  into  corrugated  boxes;  but  by  the 
third  quarter  it  had  begun  to  extend  to 
other  products,  such  as  forms  bond  (the 
basis  of  computer  printout  paper),  "fluff 
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pulp"  used  in  diapers,  and  milk  carton 
stock,  segments  where  new  capacity  is 
due.  The  question  for  1978  is  how  much 
further  the  price  weakness  will  extend. 

That,  of  course,  depends  on  the  econ- 
omy. If  it  turns  down,  as  some  econo- 
mists are  predicting,  it  will  pervade  the 
industry,  and  the  downturn  in  paper 
company  earnings  will  be,  as  Bowen 
Smith  puts  it,  "like  falling  off  a  cliff.  "  But 
President  Peter  McLaughlin  of  industry 
profit  leader  Union  Camp  says:  "If  the 
economy  grows  at  all,  you'll  see  a  signifi- 
cant increase   in  our  operating  rates 
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[which  have  been  hovering  just  above 
90%].  Then  we'll  develop  the  prices  to 
offset  the  costs." 

Significantly,  the  weakness  began  in  a 
market  that  had  once  been  buoyed  by 
exports.  Linerboard  and  pulp  account  for 
the  bulk  of  the  industry's  exports:  In 
1974,  for  example,  1.7  million  tons  of  the 
former  and  2.9  million  tons  of  the  latter 
were  exported.  Those  numbers  dropped 
to  12  million  and  2.6  million  in  1975, 
and  they  still  have  not  recovered.  In 
1977  the  industry  shipped  an  estimated 
1.5  million  tons  of  linerboard  and  2.8 
million  of  pulp. 

When  the  industry  talked  a  few  years 
ago  about  permanent  shortages  and  no 
more  capacity  gluts,  it  did  not  anticipate- 
the  continuing  flatness  of  the  European 
economies,  most  of  which  have  not  re- 
covered from  OPEC  price  increases.  Not 
only  has  demand  not  come  back;  in  addi- 
tion, Sweden  has  been  keeping  its  mills 
running  by  subsidizing  production  in  or- 
der to  keep  workers  employed.  Thus, 
although  little  new  capacity  has  been 
added  worldwide  in  the  last  four  years, 
the  industry  is  now  experiencing  the 
greatest  pulp  glut  in  history  Analysts 
estimate  it  cannot  be  worked  off  until  at 
least  1980. 

Price  weakness  or  strength  is  intensi- 
fied, of  course,  by  buyers  anticipations. 


Thus,  during  the  1973  shortage  when 
salesmen  were  the  ones  playing  hard 
ball — for  example,  forcing  customers  to 
select  from  fewer  paper  grades — buyers 
wanted  to  stock  up.  Last  year  the  oppo- 
site was  true:  Confident  of  supply,  buy- 
ers were  working  oft  inventories. 

That  is  certainly  part  of  the  explana- 
tion for  the  disturbance  last  year  of  the 
historic  relationship  between  gross  na- 
tional product  and  paper  consumption. 


". . .  The  question  for  1978 
in  the  paper  industry  is 
how  much  further  the  price 
weakness  will  extend  . .  ." 


Paper  consumption  usually  moves  with 
the  economy,  which  consumes  52,000 
tons  to  .53,000  tons  per  $1  billion  of 
GNP.  But  not  in  1977.  Paper  consump- 
tion per  $1  billion  of  GNP  averaged  be- 
tween 49,000  and  50,000  tons.  Thus  the 
great  question  of  the  year  was:  Is  the 
reduction  permanent?  Sam  Casey,  chief 
executive  of  Great  Northern  Nekoosa, 
says,  "No.  We  will  soon  see  the  historical 
relationship  restored."  But  others,  like 
paper  industry  analyst  Thomas  Clephane 
at  Goldman,  Sachs,  aren't  so  sure.  The 


answer,  of  course,  is  crucial  to  investors. 
If  the  relationship  is  over,  then  the  situa- 
tion is  totally  new — and  forbidding. 

The  price  weakness  meant  lower  mar- 
gins and  lower  profits  for  this  segment  of 
the  business:  Industry  giant  Internation- 
al Paper,  for  example,  saw  its  nine- 
month  net  fall  21%  on  2.4%  higher  sales. 
But  a  company's  mix  also  influenced  how 
badly  it  was  hurt.  Companies  like  Mead 
that  are  mainly  in  white  paper  saw  good 
gains  through  most  of  the  year — nine- 
month  net  up  15%  on  a  12%  sales  gain. 
Coated  paper,  buoyed  by  a  surge  in  mag- 
azine advertising,  was  able  to  sustain 
three  price  increases  totaling  18%  during 
the  year,  to  the  benefit  of  Consolidated 
Paper  (which  has  about  13%  of  the  U.S. 
market),  Boise  Cascade  and  Georgia- 
Pacific. 

Every  company's  wood  products  busi- 
ness also  did  well.  With  money  the  easi- 
est in  several  years,  housing  starts  soared 
to  1.9  million.  Since  single-family  homes 
account  for  over  40%  of  wood  usage, 
lumber  and  plywood  demand  was  in- 
tense, while  restrictions  on  the  cut  from 
federal  lands  (Forbes,  Oct.  15,  1977) 
kept  supply  tight.  Prices  soared  so  high 
that  Housing  &  Urban  Development 
Secretary  Patricia  Harris  asked  the 
Council  on  Wage  &  Price  Stability  to 
study  them,  while  the  Senate  Commit- 
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33ge38.      t  Four-year  average.       tt  Three-year  average.      t  Four-year  growth.      D-P  Deficit  to  profit;  not  ranked. 
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What  makes  a  pill  remain  a  pill 
until  you  swallow  it? 


You  swallow  a  medicinal  tablet  without  giving  a  thought  to  how  it  became  a  tablet, 
yet  this  convenient,  economical  dosage  form  wsnallv  iQ  made  possible  by  an  inert  material 
which  binds  the  tablet  together. 

To  serve  this  important  need,  FMC  has  developed  a  binder,  Avicel®  microcrystalline 
cellulose,  which  imparts  a  superior  hardness  to  tablets,  yet  allows  them  to  disintegrate 
more  rapidly  in  the  body. 

Avicel  also  adds  desirable  qualities  to  foods,  such  as  preventing  grated  cheese  from 
raking,  making  icings  spreadable  and  ice  creams  creamier,  suspending  cocoa  in  chocolate 
drinks,  stabilizing  whipped  toppings,  and  as  a  carrier  for  spice  oil  extracts. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  petroleum  and  fluid  control 
equipment,  environmental  equipment,  power  transmission,  food  and  agricultural 
machinery,  industrial  and  agricultural  chemicals.  Write  FMC  Corporation, 
200  East  Randolph  Drive,  Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 
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Producing  essentials  has  made  us  a  billion 
dollar  company. 

Essentials  like  steel.  In  Colorado,  our  CF&I 
Steel  Corporation  owns  and  operates  its  own 
mines  and  quarries  that  supply  the  raw  materials 
for  steel.  The  quality  steel  that  CF&I  turns  into  rails, 
building  beams,  casing  and  tubing  used  in  oil 


drilling  and  dozens  of  other  basic  steel  produd 
Essentials  like  Crane  valves  and  pumps. 
As  the  world's  largest  producer  of  valves,  you'll  |s 
find  our  products  in  such  growth  areas  as  the 
petroleum,  chemical,  power,  and  pulp  and  pape 
industries.  You'll  also  find  our  pumps  everywhen 
from  chemical  processing  to  nuclear  power  plan- 


The  products  of  Crane's  growth. 


Essentials  like  pollution  control  equipment, 
r  both  private  industry  and  government, 
.sentials  like  building  products,  from  plumbing 
res  to  doors  and  windows  for  offices,  schools, 
miieatres,  private  homes,  hospitals  and  hotels. 

Essentials  like  aircraft  braking  systems, 
irtually  every  commercial  jet  and  military 


transport  uses  one  of  our  Crane  anti-skid  braking 
systems  made  by  our  Hydro-Aire  Division. 

Specializing  in  essentials  for  basic 
ndustry  has  put  us  right  at  the  heart  of  American 
business.  It  has  also  made  us  one  of  America's 
most  important  companies.  Crane  Co.,  300  Park 
Avenue,  New  York,  N.Y.  10022. 


CRANE 


Fluid  and  pollution  control/Steel/Building  products/ Aerospace  and  aircraft 


Two  Birds:  How  to  meet  the  challenge  of  antilitter  campaigns  and  how  to  keep 
growing.  Those  are  two  questions  the  can  companies  have  faced  in  recent  years. 
American  Can  is  attempting  to  deal  with  both  at  once  by  making  a  business  of 
recycling.  Here  an  operator  runs  its  Americology  division's  garbage-recycling 
system  in  Milwaukee  recovering  paper,  glass  and  metals  and  yielding  fuel. 


tee  on  Housing  &  Urban  Affairs  held 
hearings.  What  the  council  found  was  a 
classic  case  of  demand  outstripping  sup- 
ply primarily  because  of  federal  policies, 
including  reduced  timber  harvests  on 
federal  lands  and  volatility  created  by 
monetary  policy. 

The  government's  concern  so  far  has 
not  translated  into  action.  But  meantime 
companies  produced  flat  out  and  sold 
everything  they  could  cut  through  much 
of  the  year.  Crown  Zellerbaeh,  for  exam- 
ple, reported  a  nine-month  earnings  gain 
of  14%,  Georgia-Pacific  17%,  Boise  Cas- 
cade 25%  and  Louisiana-Pacific  69%. 

By  the  third  quarter,  however,  lum- 
ber and  plywood  prices  had  slipped  a  bit 
and  interest  rates  had  begun  to  creep  up. 


If  the  economy  this  year  is  the  slow- 
growth  one  that  many  economists  pre- 
dict, housing  starts  could  well  fall  back 
slightly.  John  Fery,  Boise's  chief  execu- 
tive, predicts  1.8  million  "if  consumer 
confidence  holds  up." 

In  rigid  packaging,  glass  and  metal 
were  fighting  as  usual  for  market  share, 
and  last  year  metal  had  the  edge  for  the 
first  time  in  three  years.  Arthur  Stupay, 
container  analyst  at  Prescott,  Ball  &  Tur- 
ben  in  Cleveland,  thinks  the  can  compa- 
nies convinced  their  steel  and  aluminum 
suppliers  that  the  beer  and  soft-drink 
markets  would  be  lost  if  price  increases 
continued  at  anything  like  the  rate  in 
1974  and  1975  (when  they  had  gone  up 
45%).  Consequently,  in  1976  and  1977 


cost  increases  to  fabricators  of  metal  con- 
tainers moderated.  National  Can  had  a 
nine-month  earnings  gain  of  19%, 
American  Can  11.5%  and  Continental 
Group  11.4%. 

Meanwhile,  bottlemakers,  who  had  j 
had  a  considerable  price  advantage,  ran 
into  higher  costs  for  labor,  natural  gas 
and  chemicals.  Though  they  had  raised 
prices  seven  to  eight  times  between  1974 
and  1977,  their  price  hike  last  spring  did 
not  cover  their  cost  increases.  Hence, 
margins  deteriorated  through  most  of 
last  year  until  prices  could  be  raised 
again  in  the  fourth  quarter — but  not  soon 
enough  to  prevent  profit  erosion  last 
year  at  Owens-Illinois  (off  6%  through 
September),  Brockway  Glass  (off  20%) 
and  Anchor  Hocking  (off  7%). 

The  can  companies  have  had  to  raise 
prices,  too — steel  and  aluminum  prices 
and  labor  costs  have  escalated — but  they 
were  able  to  benefit  last  year  from  big 
volume  gains  in  beer  and  soft  drinks. 
Beer  sales  were  up  primarily  because  of 
an  especially  hot  summer;  soft-drink 
sales  benefited  from  the  threatened  sac- 
charin ban  (consumers  as  well  as  retailers 
stocked  up)  and  from  low  sugar  prices. 
Soft-drink  prices,  in  fact,  were  well  be- 
low 1974  levels. 

But  as  Stupay  says,  the  story  never 
ends.  This  year  he  expects  the  bottle- 
makers  may  have  the  advantage  again: 
"They  will  be  in  the  second  year  of  a 
front-end  loaded  labor  contract.  Fur- 
thermore, there  could  be  overcapacity  in 
soda  ash  [a  major  raw  material]  and  pow- 
er cost  increases  should  moderate.'' 

But  the  glass  companies  could  be  hurt 
by  the  introduction  of  a  new  64-ounce 
plastic  bottle  for  soft  drinks.  Alex  Hart, 
vice  president  of  Anchor  Hocking,  says, 
"No  doubt  about  it,  it's  a  threat.  Soft- 
drink  manufacturers  will  use  it  as  a  tool 
to  improve  market  share."  Two  of  the 
bottlemakers,  Owens-Illinois  and  Dor- 
sey,  are  among  the  producers,  as  is  Con- 
tinental Group. 

The  companies  slug  it  out  for  market 
share  because  packaging  is  a  big  industry 
with  sales  of  S12  billion  per  year.  It  is 
also  a  mature  industry  growing  a  bit 
slower  than  the  GNP,  so  most  companies 
have  diversified  or  are  doing  so.  Of 
course,  Owens-Illinois  and  Continental 
Group,  which  have  large  paper-packag- 
ing operations,  did  not  do  well  with  that 
diversification  last  year.  But  others  are 
trying  different  strategies.  American 
Can,  for  example,  recently  acquired -rec- 
ord distributor  Pickwick  as  part  of  its 
effort  to  build  a  consumer  products  busi- 
ness, while  Continental  Group  bought 
life  insurer  Richmond  Corp. 

The  packaging  stocks  have  one  thing 
in  common:  They  are  selling  at  distress 
prices,  most  of  them  20%  or  more  below 
book  value,  and  at  low  multiples  averag- 
ing around  6.5.  Thus  many  would  seem 
ripe  for  takeover.  ■ 
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"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements" 

HENDON  CHUBB 
(1874^1960) 


Our  insurance  policy. 


CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Construction 


How  was  building  last  year?  For  most  companies, 
strong.  And  1978?  It  should  stay  strong, 
even  in  this  traditionally  boom-bust  industry. 


You'd  have  thought  the  housing  indus- 
try was  headed  for  the  wringer  again. 

That's  what  many  an  analyst  and  fore- 
caster was  warning  last  fall  as  they  raised 
the  threat  of  "disintertnediation" — an 
obscenely  long  economists'  word  mean- 
ing that  rising  interest  rates  lead  deposi- 
tors to  take  their  money  out  of  savings 
institutions,  which  as  a  result  cuts  down 
on  mortgage  lending.  Some  builders 
worried  even  in  one  of  the  greatest 
booms  in  industry  history — $80-billion 
revenues  in  new  residential  housing  last 
year — mainly  in  single-family  houses. 

One  of  the  worriers  was  Chairman 
Guy  R.  Odom  of  U.S.  Homes,  the  coun- 
try's largest  home  builder  (9,200  single- 
family  homes  last  year):  "I  went  to  a 
housing  conference  held  by  a  big  invest- 
ment banking  firm  in  New  York.  Their 
analyst  predicted  up  to  a  40%  drop  in 
single-family  starts  in  the  next  six 
months.  But  we  can't  see  it  in  our  order 
backlogs  and  in  savings  inflows." 


Odom  wasn't  the  only  builder  puzzled 
by  the  doomsayers.  But  the  industry 
cheered  up  when  Advance  Mortgage 
Corp.,  in  its  quarterly  survey  of  U.S. 
markets,  firmly  ruled  out  any  significant 
disintermediation  in  this  year's  first  half. 
"In  fact,"  said  Advance  President  Robert 
J.  Mylod,  "we  predict  that  1978  starts 
will  at  least  equal  the  2  million  starts  of 
1977.  The  first  half  of  1978  should  be 
particularly  strong." 

Major  home  builders  like  U.S.  Home, 
Centex  and  Kaufman  &  Broad  all  expect 
good  sales  and  earnings  this  year.  Last 
year  they  expanded  their  share  of  the 
notoriously  fractured  residential  home 
market.  "We've  got  the  right-priced 
homes,  averaging  $45,000,"  says  U.S. 
Homes'  Odom,  "and  a  sizable  inventory 
of  lots  to  support  more  growth.  A  lack  of 
developed  lots  in  some  areas  is  proving  a 
bottleneck  for  smaller  builders — a  situa- 
tion likely  to  improve  for  them  in  the 
second  half  of  1978.  The  problem  this 


 -  t~i 


year  will  be  competition." 

Among  home  builders,  Texas-based 
Centex  Corp.  fared  best.  Sales  for  the 
diversified  company — it  is  also  in  general 
construction,  cement,  and  oil  and  gas — 
passed  the  half-billion  mark.  It  led  the 
Forbes  housing  group  in  return  on  eq- 
uity, a  rank  it  owes  in  part  to  its  booming 
markets  in  Texas,  Illinois  and  Washing- 
ton, D.C.  Still,  Centex  Chairman  Frank 
M.  Crossen  figured  he  had  a  right  to 
crow:  "If  you  couldn't  make  out  well  in 
1977,  chances  are  you  are  never  going  to 
do  well." 

At  long  last,  there  was  even  some 
Christmas  cheer  for  the  heavy-construc- 
tion industry  as  well.  Although  most  had 
not  shared  residential  housing's  feast, 
manv  had  not  fared  badly,  and  some 
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Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5-Year        5-Year  Latest 
Average        Rank   12  Months 

Debt/ 
Equity 
Ratio 

Latest       5-Year  5-Year 
12  Months     Rank  Average 

Net 
Profit 
Margin 

5-Year  5-Year 
Average  Rank 

5-Year  5-Year 
Average  Rank 

LUMBER 

Willamette  Inds 
Georgia-Pacific 
Weyerhaeuser 
Champion  Intl 
Boise  Cascade 
Southwest  Forest  inds 

20.8%           i  17.9% 
20.2           2  18.5 
19.5           3  16.3 
14.0            4  13.8 
12.0           5  12.2 
7.7           6  10.2 

0.5 
0.3 
0.5 
0.7 
0.5 
1.1 

12.7%         1  13.9% 
12.4          3  10.6 
11.3          2  13.4 
9.5          4  8.0 
9.1          5  7.8 
6.1          6  5.6 

7.2% 
7.2 
10.2 
4.4 
5.2 
2.1 

19.9%  2 
'    17.2  3 
15.4  4 
12.1  5 
1.2  6 
23.1  1 

18.8%  2 
19.9  1 
18.1  3 
12.9  4 
D-P 

1.0  5 

Medians 

16.8  15.1 

0.5 

10.4  9.3 

6.2 

16.3 

18.1 

CEMENT  &  GYPSUM 
Ideal  Basic  Inds 
Gifford-Hill 
Lone  Star  Industries 
National  Gypsum 
United  States  Gypsum 
Penn-Dixie  Inds 

14.2%          1  14.1% 
10.8           2  10.3 
10.2           3  10.4 
8.9           4  10.2 
8.5           5  9.9 
l.Ot  6 

0.2 
0.4 
0.4 
0.3 
0.2 

** 

10.5%        1  11.2% 
8.1          2  8.1 
8.0          3  7.3 
7.8          4  7.2 
7.7          5  7.2 
**          6  2.2t 

10.1% 
4.0 
3.6 
4.9 
4.2 

** 

10.3%  4 
18.7  1 

17.0  2 
8.0  5 

12.1  3 

** 

19.4%  1 
6.7  2 
4.5  4 
5.4  3 
2.4  5 

** 

Medians 

9.6  10.3 

0.3 

8.0  7.3 

4.2 

12.1 

5.4 
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Pure  water  is  becoming 
a  scarce  commodity... 


It's  our  job  to  make  it  more  avail- 
able , . .  world-wide. 

We  do  it  with  systems  that  turn 
brackish  water  and  salt  water  into 
fresh,  for  communities  without  any 
other  source.  With  technology 
broad  enough  to  supply  fresh  water 
for  offshore  rigs  and  ships  at  sea, 
or  water  pure  enough  for  pharma- 
ceutical use.  And  with  industrial  ef- 
m  fluent   processing  that  recycles 

valuable  by-products  while  return- 
ing clean  water  to  the  environment. 

And  we've  led  the  way  in  energy  conservation 
with  our  advances  in  combustion  efficiency.  As 
a  result,  you'll  find  our  heat  generating  equipment 
in  use  around  the  world. 


Today,  Aqua-Chem  is  a  recognized  leader  in  every 
field  we  serve.  We  got  here  by  solving  problems... 
building  a  company  where  modern  technology 
and  innovative  thinking  come  together. 


aqua-chem  Jnc 

MILWAUKEE,  WISCONSIN,  U  S  A 


A  SUBSIDIARY  OF  THE  COCA-COLA  COMPANY 


ANOTHER  EXAMPLE  OF  HOW  1HE  COCA-COLA  COMPANY  IS  HELPING  TO  IMPROVE  THE  ENVIRONMENT 


were  even  reporting  record  earnings. 
While  revenues  gained  some  $5  billion 
in  the  somewhat  larger  nonresidential 
sector,  it  was  almost  all  the  product  of 
inflation.  Then  suddenly  late  in  1977 
there  was  a  surge  in  new  contracts.  That 
bodes  well  for  1978. 

Most  of  the  materials  producers 
haven't  had  to  wait.  Old-line  American 
Standard  basked  in  unaccustomed  pros- 
perity for  a  second  year  in  a  row  as  a 
strengthened  management- — William 
Marquard  has  been  running  the  com- 
pany for  six  years  now — found  itself  op- 
erating in  a  strong  building  environ- 
ment. Earnings  soared  to  a  record  of 
around  $90  million  as  the  company's  pre- 
tax margins  on  building  products  wid- 
ened to  10%  and  return  on  equity  hit  an 
above-average  20%. 

Georgia-Pacific  turned  in  another  rec- 
ord year  with  an  18.5%  return  on  equity 
in  the  latest  12  months,  despite  weak- 
ness in  pulp.  It  was  aided  by  strong 
lumber  and  plywood  prices  reflecting 
the  single-family  housing  market, 
though    CP's    chemical   business  also 


chipped  in. 

Things  were  different  at  Weyer- 
haeuser, which  helplessly  watched 
wood-product  margins  slip,  and  the  dif- 
ferences did  Weyerhaeuser  in  during  the 
second  half  of  1977.  Weyerhaeuser  de- 
pends more  than  does  GP  on  pulp  busi- 
ness and  on  exports.  Both  were  poor,  as 
were  foreign  exchange  conditions.  As  a 
result,  Chairman  George  H.  Weyer- 
haeuser saw  his  company's  return  on 
capital  dip  below  GP's — at  11.3%  vs. 
12.4% — in  the  latest  reported  12 
months,  though  its  five-year  average  was 
still  well  ahead  of  GP's. 

President  William  W.  Boeschenstein 
of  Toledo  s  Owens-Corning  Fiberglas 
had  a  higher-class  worry:  Could  he  build 
capacity  fast  enough  to  make  insulation 
for  buyers  hell-bent  on  keeping  their 
heating  costs  from  going  through  the 
roof?  He  took  steps  to  add  35%  to  capac- 
ity by  late  1979;  but  meanwhile  insula- 
tion is  short  and  prices  have  been  rising. 
So  have  OCF's  margins — to  7.3%.  As  a 
result  its  return  on  investment  hit  a  stun- 
ning 21%  in  the  latest  12  months.  In  this 


setting,  Boeschenstein  did  not  hesitate 
to  spend  $100  million  of  his  $166-million 
cash  hoard  for  two  roofing  and  asphalt 
shingle  companies. 

Competitor  Johns-Manville  bought  no 
new  operations  last  year,  but  it  did  buy 
an  unwanted  three-month  strike  at  one 
of  its  major  fiberglass  plants  in  Defiance, 
Ohio  that  cost  it  $7.5  million  in  net 
earnings.  Nevertheless,  so  strong  was 
demand  for  fiberglass  insulation  board 
and  roofing  that  earnings  rose  more  than 
75%  over  the  previous  year's  level.  The 
one  cloud  on  J  M  s  horizon  was  the  out- 
side possibility  that  a  militant  Quebec- 
government  would  take  over  its  asbestos 
mines  there. 

The  surprise  laggard  last  year  was 
Armstrong  Cork  Co.  What  happened? 
"It  was  a  terrific  year  at  home,"  says  Vice 
President  and  Chief  Economist  Albert 
G.  Matamoros,  "except  for  poor  results 
in  the  small-furniture  business.  But 
overseas  problems  continued  to  be  a  big 
earnings  drain."  Armstrong's  big  British 
operations  still  hurt  from  heavy  startup 
costs  at  its  new  Teeside  sheet-vinyl  floor- 
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5-Year 
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Average 
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Average 
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Average 
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OTHER  BLONG  MATRLS 

Jim  Walter 

17.4% 

1 

16.7% 

0.7 

10.7% 

2 

11.9% 

5.5% 

14.8% 

3 

18.3% 

1 

Ferro 

15.5 

2 

13.7 

0.2 

12.1 

1 

13.5 

4.8 

16.2 

2 

13.3 

4 

Owens-Corning  Fbrgls 

15.1 

3 

21.4 

0.3 

15.8 

3 

11.4 

7.3 

13.8 

5 

17.9 

2 

PPG  Industries 

13.2 

4 

14.9 

0.4 

10.9 

6 

9.8 

6.2 

10.7 

7 

16.8 

3 

Certain-teed 

12.0 

5 

20.1 

0.5 

13.9 

7 

9.2 

6.2 

17.2 

1 

10.3 

6 

Mason  ite 

12.0 

6 

13.4 

0.0 

11.8 

4 

10.9 

7.0 

14.7 

4 

5.4 

9 

H  H  Robertson 

11.9 

7 

8.5 

0.2 

7.6 

5 

10.2 

2.4 

7.8 

13 

9.4 

7 

Interpace 

10.7 

8 

12.7 

0.4 

8.6 

9 

7.9 

5.1 

8.5 

12 

11.7 

5 

Armstrong  Cork 

10.2 

9 

8.9 

0.3 

7.3 

8 

8.4 

4.2 

9.9 

9 

6.8 

8 

Johns-Manville 

9.7 

10 

11.4 

0.3 

8.4 

10 

7.9 

5.5 

12.9 

6 

3.1 

11 

DeSoto 

9.7 

11 

18.1 

0.4 

12.8 

11 

7.9 

4.4 

6.2 

15 

0.8 

13 

Congoleum 

9.0 

12 

15.7 

0.1 

13.7 

12 

7.5 

6.3 

9.2 

10 

-0.7 

14 

Ceco 

8.5 

13 

1.1 

0.3 

1.7 

13 

6.7 

0.5 

6.6 

14 

-1.3 

15 

Sherwin-Williams 

7.7 

14 

def 

0.4 

1.7 

14 

6.5 

0.1 

10.0 

8 

3.5 

10 

Flintkote 

6.2 

15 

6.3 

0.5 

5.0 

16 

5.0 

2.7 

5.2 

16 

2.1 

12 

Evans  Products 

6.2 

16 

16.8 

0.6 

11.3 

15 

5.0 

4.2 

8.6 

11 

-8.6 

16 

Medians 

10.5 

13.6 

0.4 

10.8 

8.2 

5.0 

10.0 

6.1 

BUILDING  EQUIPMENT 

Masco 

23.8% 

1 

22.4% 

0.6 

14.6% 

2 

17.7% 

11.4% 

31.8% 

1 

26.1% 

2 

Dover  Corp 

22.8 

2 

230 

0.2 

19.5 

1 

18.7 

8.9 

15.8 

2 

18.2 

3 

Butler  Manufacturing 

20.2 

3 

18.0 

0.3 

14.4 

4 

16.9 

5.5 

14.4 

3 

27.3 

1 

Norris  Industries 

19.0 

4 

23.8 

0.2 

24.5 

3 

17.2 

7.5 

8.6 

6 

10.2 

4 

American  Standard 

14.5 

5 

20.2 

0.5 

13.4 

5 

10.1 

4.9 

3.4 

7 

D-P 

Trane 

9.2 

6 

10.9 

0.3 

9.0 

6 

7.9 

4.6 

11.0 

5 

1.2 

6 

Carrier 

8.9 

7 

14.6 

0.5 

10.4 

7 

7.0 

4.1 

11.6 

4 

2.5 

5 

Medians 

19.0 

20.2 

0.3 

14.4 

16.9 

5.5 

11.6 

14.2 

Industry  Medians 

11.9 

14.0 

0.4 

10.6 

8.1 

5.0 

11.9 

8.1 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  average. 


Not  available,  not  ranked.      D-P  Deficit  to  profit,  not  ranked       def  Deficit. 
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Eeport  from  Number  One  Wall  Street 


ractical  economics. 

George  McKinney,  head  of  the 
living's  Economic  Research  &  Plan- 
ting Division,  is  one  of  the  most 
lighly  regarded  economists  in  the 
linking  industry.  His  candid  and 


McKinney  and  his  people  travel 
extensively  throughout  the  U.S.  and 
abroad  holding  seminars,  participating 
in  conferences,  and  briefing  Irving 
clients.  The  division  also  publishes 
many  economic  studies  and  analyses 


peor^e  W.  McKinney,  Jr.,  Senior  Vice  Preside 
vice  President,  Economic  Research  and  Plan 

I hought-pro voicing  insights  are  often 
wuoted  in  the  nation's  business  press. 

Yet,  ask  McKinney  what  school 
|)f  economic  thought  he  uses  to  inter- 
pret trends  or  forecast  changes  and 
iie'll  tell  you, "All  ot  them." 

A  true  eclectic,  McKinney  sets 
he  tenor  tor  the  30  staff  members— 
professional  economists,  statisticians, 
I  hartists,  librarians— who  make  up  the 
Irving 's  economics  division. 

"Our  main  task,"  says  McKinney, 
Wis  to  provide  the  economic  input 
mat's  vital  to  the  decision  making 
process.  So  we  look  at  the  relevant 
lata  from  many  different  viewpoints, 
■"hen,  we  form  our  own  opinions 
jbout  the  forces  that  affect  the  Irving 
Ind  our  clients.  And  when  we  see 
pings  differently  than  the  majority, 
Ive  don't  hesitate  to  make  our  views 
known." 


nd  Glenn  C.  Picou, 
ning  Division. 

such  as  Foreign  Exchange  Market 
Trends,  Business  Conditions  USA  and 
The  Economic  View  From  One  Wall 
Street. 

The  weekly  Financial  Markets 
letter  is  in  Glenn  Picou's  area  of  spe- 
cialization. One  of  the  Irving 's  eigl.L 
economists,  Picou  watches  the  capital 
and  money  markets  and  analyzes  the 
forces  that  make  them  move. 

"When  we  give  opinions  on  the 
outlook  lor  interest  rates,  we  review 
all  the  factors,"  he  says.  "We  watch  the 
Fed,  but  we  also  look  at  commercial 
banks,  the  government,  consumers, 
and  business.  And  we  stay  in  touch 
with  our  bond  and  money  market 
specialists  to  compare  views  on  the 
current  tone  of  the  markets." 

Practical  economic  research  is 
another  resource  for  clients  to  call 
upon.  Another  service  that  plays  a 
key  part  in  making  the  Irving  unique. 


First  with  the  BEST. 

When  the  Irving  recently  estab- 
lished BEST,  the  first  computer-to- 
computer  link  with  the  Federal 
Reserve  System  in  New  York,  more 
than  history  was  made. 

"BEST,  short  for  Book  Entry 
Securities  Transfer,  took  three  years  to 
create.  And  then,  with  the  speed  of 
light,  put  the  Irving  in  the  forefront 
of  electronic  funds  transfer  capability," 
says  Bryan  Walsh  of  the  living's  Oper- 
ational Services  Division. 

For  customers,  BEST  means 
more  rapid  Fed  Wire  transactions. 
Precise  account  monitoring.  Less 
paperwork.  Fully  automated  crediting 


Bryan  ).  Walsh,  Vice  President, 
Operational  Services  Division. 

and  debiting.  In  addition,  the  Irving 
electronically  effects  and  settles 
customers'  U.S.  Government  and 
Agency  securities  transactions. 

The  Irving  has  long  been  amon» 
the  leaders  in  funds  movement  tech- 
nology. For  example,  the  Irving 
helped  establish  a  new  system  for 
transferring  funds  worldwide.  This 
system,  known  as  SWIFT  (Society  for 
Worldwide  Interbank  Financial  Tele- 
communications), is  functioning  in 
Europe  and  will  become  operational 
in  the  U.S.  this  year. 

Says  Walsh:  "As  a  major  money- 
center  bank,  we  look  for  opportuni- 
ties to  provide  a  better  service  for  our 
customers.  And  providing  better  ser- 
vice is  what  the  Irving  is  all  about." 


Irving  Trust  Company.  Unique.  Worldwide. 


v  1EMBER  F  D.I.C 


A  CHARTER  NEW  YORK  BANK 


ing  plant.  The  problems  might  lessen  in 
1978,  bul  ii  was  hard  to  dismiss  the 
question  behind  the  remark  of  Centex' 
Crossen;  "H  you  an  n  I  profitable  in  good 

times,  when  vvill  you  be? 

If  1977  wasn't  a  boom  year  iii  heavy 
construction,  il  certainly  wasn't  a  bad 

one,  It  was  heller  if  you  were  a  world- 
wide, multibillion-dollar  construction 
outfii  like  Fluor,  Bei  liiel  or  Halliburton, 
able  to  tap  huge  projects  in  oil-rich  na- 
tions  or  countries  looking  for  alternate 

energy  sources, 

Take  Fluor,  whieh  turned  in  record 
eat  gS  'some  $75  million)  lor  the  liflh 

straight  \eai  ii  still  benefited  from  con- 
tinuing projects  like  the  over-$5  hillion 

Saudi  Arabian  gas-gathering  project, 
coal-gasification  plants  in  South  Alma 

and  a  200  000  I >ai  i e|  ;i  day  relinery  in 

[ran   But  that's  not  enough  foi  $3  I > ■  I 

lion  revenues  FIllOl    Why?  Ovei  ')()'/<  ol 

its  currenl  volume  was  foreign  and  was 

likely  to  taper  oil  in  the  next  live  yeais 

So  last  \eai  Fluoi  laid  oul  $220  million 
cash  lot    I  )aniel   Intei  national  ( !orp 

Greenville,  S.C,  which,  despite  its 
name,  not  most  ol  its  $1  hillion  in  rev- 
enue', last  yeai  limn  1 1 1 < •  domestic  uiihi\ 


and  general  industrial  markets  Fluor 
Vi( c  Chairman  David  S.  Tappan  ligures 
the  timing  was  right:  "Daniel  is  in  a  good 
position  to  benefit  this  year  from  the 
anticipated  resumption  ol  deferred  do- 
mestic Utility  projects  and  an  upturn  in 


".  .  .  'We've  had  20  com- 
panies bid  on  a  $2()-million 
piece  of  business.  It's  as  fierce 
as  I've  ever  seen'  .  .  ." 


general  industrial  construction. 

A  loi  of  domestically  oriented  heavy- 
construction  companies  were  awaiting 
thai  hoped-for  surge  in  new  plants.  "I 

don't  care  what  the  F.W.  Dodge  con- 
struction figures  show,"  said  John  A.  Ca- 
dell,   president   ol   Alabama's  Blounl 

Brothers  Corp.,  "linn  orders  haven't 
showed  up  on  our  hooks  yet,  or  lots  of 

othei  people's  either,  They're  concen- 
trated ui  .1  lew  majOl  projects,  Any  busi- 
uess  you  do  get  is  so  competitive  that  it 
isn't  likely  to  be  very  profitable.  We've 

had  20  companies  hid  mi  a  $20-million 


piece  of  business.  The  business  is  as 
fierce  as  I've  ever  seen  it." 

Kven  the  foreign  market  was  getting 
tough,  with  strong  competition  from  the 
Japanese,  Germans  and  worst  of  all  from 
the  South  Koreans,  underbidding  every- 
one else  in  general  construction.  One 
company  that  so  far  seems  to  have  sur- 
mounted the  competition  is  Dallas-based 
Halliburton,  Among  its  strengths  are 
technology,  (entered  in  oil-field  services 
and  products   and  its  $  1 ,0-hillion  equity 

capital  base  Together  they  enabled 
Chairman  John  Y.  Harbin  to  bring  in 
over  $5  billion  in  worldwide  revenues 
and  a  top-notch  19%  return  on  capital. 
Two  high-level  problems  Harbin  may 
have  are  how  to  continue  his  string  of 
29%  earnings  gains  and  what  to  do  with 
his  $600-million  cash  hoard. 

As  1978  began,  one  thing  rarely  found 
in  the  domestic  heavy-construction  in- 
dustry was  despondency.  The  typical 
outlook  was  that  of  the  Braun  family, 
which  controls  62%  ofC.F.  Braun  &  Co. 
Stock,  in  raising  the  company's  dividend 
substantially,  even  though  last  year's 
earnings  were  down  a  bit  at  the  nine- 
month  mark.  ■ 


Construction — Contractors:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on 

Equity 

Return  on  Total 

Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5  Year 

5  Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

HEAVY  CONSTRUCTION 

J  Ray  McDermott 

29.2% 

1 

27.1% 

0,2 

21.3% 

1 

21.5% 

16  1% 

26.2% 

4 

46.8% 

4 

Ralph  M  Parsons 

27.6 

2 

32.4 

0.6 

22.1 

2 

20.5 

2.5 

13.8 

13 

26.4 

10 

Halliburton 

23.5 

3 

24.7 

0.2 

19.3 

4 

18.7 

6.6 

28.3 

3 

29.8 

8 

C  F  Braun 

23.0tt 

4 

20.4 

0.0 

15.3 

7 

17.0tt 

3.9 

31.0* 

1 

47.8J 

3 

Santa  Fe  intl 

20.6 

5 

33.1 

0.9 

16.9 

9 

12.5 

14.1 

22.7 

5 

31.9 

7 

Huor 

20.2 

6 

24.1 

0.0 

23.3 

3 

19.0 

4.0 

22.0 

6 

25.4 

11 

McKee 

20.2 

6 

21.9 

0.1 

20.3 

5 

17.5 

1.2 

17.6 

9 

44.9 

6 

SEDCO 

19.0 

8 

18.9 

0.8 

10.9 

11 

11.0 

15.4 

20.4 

7 

24.4 

12 

Raymond  Intl 

18.2 

9 

30.4 

0(, 

20.6 

8 

13.5 

6.2 

7.9 

15 

45.2 

5 

Turner  Construction 

17.4 

10 

12.6 

0.0 

12.4 

6 

17.3 

0.5 

5.5 

17 

8.8 

17 

Blount 

17.1 

11 

6.1 

0.6 

5.1 

12 

9.6 

0.7 

14.0 

12 

18.0 

13 

Fischbach  &  Moore 

16.1 

12 

13.1 

0.5 

9.8 

10 

11.4 

1.8 

17.0 

10 

9.0 

16 

Dravo  Corp 

12,6 

13 

13.4 

0.1 

11.9 

14 

9.2 

1.9 

16.1 

11 

13.2 

15 

Morrison  Knudsen 

11.4 

14 

12.9 

0.6 

9.7 

13 

9.2 

1.9 

'  12.3 

14 

29  7 

9 

United  States  Filter 

9.3 

15 

10.4 

0.4 

8.6 

15 

8.0 

3.4 

29.4 

2 

47.9 

2 

Perini 

9.2 

16 

4.8 

0.2 

4.6 

16 

7.4 

1.3 

7.8 

16 

82.3 

1 

Intl  Systems 

4.2 

17 

def 

1.0 

def 

17 

6.3 

def 

18.7 

8 

15.5 

14 

Medians 

18.2 

18.9 

0.4 

12.4 

12.5 

2.5 

17.6 

29.7 

HOME  BUILDING 

Centex 

15.1% 

1 

20.3% 

0.7 

11.4% 

1 

9.0% 

4.7% 

16.8% 

2 

10.3% 

I 

Del  E  Webb 

8.5 

2 

11.9 

0.9 

8.3 

2 

6.2 

2.4 

4.2 

4 

4.0 

2 

U  S  Home 

7.4 

3 

13.0 

0.8 

6.8 

3 

4.1 

3.0 

21.6 

1 

-7.7 

3 

Kaufman  ft  Bt. 

4 

9.3 

0.1 

7.6 

4 

2.4 

3.7 

13.3 

3 

-24.0 

4 

Medians 

8.0 

12.5 

0.8 

8.0 

5.2 

3.4 

15.1 

-1.9 

Industry  Medians 

17.1 

13.4 

0.5 

11.4 

11.0 

3.0 

17.0 

25.4 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  ot  Yardstick  calcc  l   page  38.      It  Three-year  average.      t  Four-year  growth,      del  Deficit. 
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Double  exposure, 
makes  for  record  performance  at  White  Consolidated. 


If  one  exposure  is  good,  we  figure 
are  even  better. 

So  that's  how  we  built  our 
ipany:  two  groups  of  products  for 
different  markets. 
On  one  side,  we're  exposed  to 
consumer  market  With  kitchen 
liances  like  refrigerators  and 
zers,  dishwashers,  ovens  and 
jes.  And  with  laundry  appliances 
air  conditioning  products. 
We're  also  exposed  to  the  broad 
ial  marketplace.  With  some  30 


companies  producing  machine  tools, 
textile  machinery  and  graphic 
arts  equipment.  Mill  machinery,  metal 
castings  and  industrial  equipment. 
Plus  valves  and  controls. 

For  us  at  White  Consolidated, 
this  double  exposure  works. 

It's  worked  to  bring  our  annual 
sales  to  more  than  $1.4  billion,  double 
those  of  1970. 

But  more  important,  this  double 
exposure  has  given  us  an  uncommon 
stability.  So  if  one  group  has  lagged, 


the  other  has  historically  taken  up 
the  slack. 

This  kind  of  stability  is  respon- 
sible for  our  past  four  years  of  record 
earnings  —  plus  a  most  impressive 
record  of  cash  dividend  payout,  which 
has  increased  175%  in  the  past  five 
years. 

And  that's  what  counts.  Especially 
when  our  focus  is  on  performance. 

For  our  new  Information  Kit, 
write  Ron  Fountain,  Director  of  Investor 
Relations. 

White  Consolidated 
Industries,  Inc 

Cleveland,  Ohio  44111 


Multicompanies 

Well-run  diversified  firms  should  be  able 

to  do  well  in  almost  any  economic  environment. 

Some  are  clearly  showing  that  they  can. 


As  evidenced  by  last  year's  spate  of  big- 
ticket  mergers,  diversification  remains 
very  much  in  style.  Obviously:  It  works. 
Northwest  Industries,  little  more  than 
an  ailing  railroad  ten  years  ago,  is  a  case 
in  point.  Its  20%  current  return  on  equi- 
ty is  half  again  as  good  as  the  all-industry 
median  and  a  healthy  improvement  on 
its  own  five-year  average. 

What's  the  secret?  Simple — and  large- 
ly the  same  for  old-line  multi-industry 
companies  and  newer  conglomerates: 
First,  position  yourself  in  fast-growing 
businesses  different  enough  to  offset  par- 
ticular industry  cycles.  Minnesota  Min- 
ing, for  example,  sells  35,000  products, 
from  consumer  trinkets  to  capital  goods. 
Northwest  peddles  clothing  and  liquor  as 
well  as  chemicals  and  steel. 

Then,  make  sure  all  your  operating 
entities  are  well-managed  leaders — or  at 
least  strong  second-place  challengers — 
in  their  particular  fields.  From  light 
bulbs  to  computer  time-sharing.  General 
Electric,  with  earnings  up  15%  in  the 


latest  12  months,  usually  calls  the  tune 
wherever  it  markets.  Northwest  doesn't 
just  sell  steel  or  clothing:  Its  Lone  Star 
subsidiary  produces  tubular  specialties 
for  oil  drilling;  Acme  Boot  is  synonymous 
with  the  western-wear  craze. 

Once  you've  got  a  balanced  mix  of 
blue-chip  divisions — and  along  the  way, 
of  course,  set  up  an  elaborate  reporting 
system  that  tells  you  how  each  is  doing 
and  warns  of  potential  problems — then 
you  are  ready  for  the  more  elegant  as- 
pects of  multicompany  life.  You  can  wor- 
ry nights  about  whether  to  invest  your 
hefty  profits,  say,  in  a  new  plant  for  your 
chemical  subsidiary  or  to  branch  out  and 
buy  some  hot  little  cosmetics  firm  that 
makes  glow-in-the-dark  eyeliners. 

That's  how  to  do  well  on  the  Forbes 
multicompany  roster.  The  stairway  to 
the  top  is  easy  to  sketch,  very  difficult  to 
climb.  It's  also  why  there  is  such  varied 
performance  among  companies  on  these 
lists.  Buoyed  by  its  fast-growing  Water 
Pik  subsidiary,  Teledyne  leads  the  pack 


with  a  33.7%  current  return  on  equity, 
while  many  firms  barely  broke  even. 
Three — GAF,  LTV  and  Southdown — ac- 
tually lost  money.  In  fact,  badly  done, 
diversification  can  compound  a  com- 
pany's troubles. 

LTV,  for  example,  is  now  in  three 
businesses — meat  packing,  steel  and 
aerospace.  The  first  two  are  severely 
troubled,  and  its  aircraft  orders  are 
dwindling  though  business  soars  for 
competitors.  That  explains  its  $20-mil- 
lion  loss  in  1977  s  third  quarter  and  plans 
to  merge  with  Lykes  Corp.  What  back- 
fires for  one  company,  however,  may 
work  for  another.  Shipbuilding  contract 
claims  of  $1  billion  plague  Litton  Indus- 
tries; Ogden  s  Avondale  yards  has  bright 
prospects.  Why?  Avondale  deals  largely 
with  private  customers,  not  the  Navy. 

Similarly,  good  theory  doesn't  always 


Taming  Topsy 

The  Sixties'  burst  of  corporate  diversification — the  decade 
that  saw  the  emergence  of  the  conglomerate — also  made 
fashionable  an  extreme  theory  of  decentralization:  Buy  com- 
panies with  good  managements  and  let  them  keep  on 
running  things.  Such  logic  died  a  quick  death  in  the  turbu- 
lent Seventies,  when  divisional  disasters  forced  many  a 
multicompany  to  ride  closer  herd  on  its  operations. 

U.S.  Industries  is  a  classic  example.  In  1969  it  had  about 
125  autonomous  operating  entities  and  a  29%  return  on 
equity.  Today,  after  losing  money  three  years  ago,  the  firm 
is  slowly  regrouping  around  four  more  centralized  operating 
divisions,  and  profits  are  gradually  recovering. 

Similar  changes  are  under  way  elsewhere — even  at  old- 
fine  multi-industry  outfits  like  Chicago's  FMC  Corp.,  now 
in  the  midst  of  its  second  reorganization  since  1971.  During 
the  Sixties,  FMC's  acquisitions  came  so  fast  that  eventually 
96  different  profit  centers  reported  directly  to  one  execu- 
tive. "Getting  control  was  the  major  challenge  I  faced  in  the 
early  Seventies,''  says  Chairman  Bobert  Malott. 

After  a  five-year  "rationalization,"  he  recently  unveiled  a 
looser  FMC  made  up  of  nine  functional  operating  entities. 

Such  structural  tinkering  is  crucial  for  multicompany 
managements,  among  whom  a  rough  organizational  consen- 
sus is  gradually  emerging.  Corporate  headquarters'  first  job 


is  to  develop  a  comprehensive  reporting  system  to  serve  as 
an  alarm  bell.  Setting  it  up  may  require  a  period  of  tight 
control.  But  once  it  is  in  place,  subsidiaries  perform  best 
when  run  by  their  own  executives. 

General  Electric  recently  cut  the  number  of  entities 
reporting  to  top  management  by  regrouping  into  five  busi- 
ness sectors.  Its  corporate  staff  concentrates  on  raising 
capital,  allocating  resources  and  supervising  particular  op- 
erations that  need  immediate  attention.  At  Studebaker- 
Worthington  an  internal  board  of  directors  made  up  of 
subsidiary  chiefs  and  corporate  officers  charts  budgets, 
profit  margins  and  marketing  plans — but  once  goals  are  set, 
subsidiaries  decide  how  to  meet  them.  That  keeps  S-W's 
corporate  staff  thin  (80  people,  with  a  budget  of  $8  million), 
despite  the  company's  $1.2-biIlion  revenues. 

Los  Angeles-based  Signal  Cos.  carries  decentralization 
even  further.  Its  Mack  Trucks  subsidiary  recently  floated  its 
own  bond  issue,  and  Mack  executives  meet  with  security 
analysts.  Signal  Vice  President  John  Bold  contends  that 
such  autonomy  helps  attract  good  managers:  "You  don  t  get 
a  top  man  to  run  a  company  as  big  as  Mack  and  then  tell  him 
he's  not  in  charge." 

Of  course,  the  home  office  must  be  ever  watchful  and 
able  to  assert  its  power  when  necessary.  Maintaining  that 
difficult  balance  is  the  common  goal  of  today's  maturing 
conglomerates  and  older  multi-industry  companies  alike. 
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Multicompanies — 

Conglomerates:  Yardsticks  of  Management  Performance 

Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year  5-Year 

Average 

S-tnL 

nartu 

nailu 

i£  iviontns 

Rank 

Average 

Margin 

Average 

Rank 

Average  Rank 

Teledyne 

23.8% 

i 

33.7% 

0.6 

20.5% 

3 

13.6% 

7.7% 

9.7% 

26 

37.6% 

1 

Ogden 

20.6 

2 

17.5 

1.2 

8.0 

20 

9.2 

3.1 

7.6 

36 

26.4 

7 

White  Consolidated 

20.0 

3 

17.7 

U.D 

11.2 

10 

10.6 

^  Q 

9.5 

28 

21.8 

10 

Gulf  &  Western  Inds 

20.0 

4 

14.5 

1.3 

8.1 

23 

8.8 

4.1 

12.3 

15 

24.1 

9 

Scott  &  Fetzer 

19.8 

5 

21.1 

0.3 

16.7 

1 

17.3 

6.7 

16.6 

5 

8.5 

26 

Northwest  Industries 

18.5 

6 

20.0 

0.5 

12.4 

8 

12.1 

7.1 

11.3 

18 

26.4 

6 

Tenneco 

17.5 

7 

15.6 

0.8 

8.9 

25 

8.7 

5.6 

16.5 

6 

11.5 

1  o 

lo 

TRW 

17.4 

8 

19.5 

n  a 

13.3 

7 

12.2 

A  7 

11.0 

21 

9.8 

24 

Alco  Standard 

17.3 

9 

21.2 

0.4 

16.7 

5 

12.7 

3.5 

18.5 

3 

16.3 

15 

Raytheon 

17.1 

10 

19.3 

0.2 

17.2 

2 

14.7 

3.8 

11.2 

19 

15.7 

16 

United  Technologies 

16.4 

11 

19.2 

0.3 

13.1 

9 

10.6 

3.4 

12.5 

12 

24.4 

8 

Textron 

15.8 

12 

16.2 

0.3 

13.5 

6 

12.5 

5.0 

7.4 

37 

/■<L 

ou 

Dayco 

15.7 

13 

17.0 

1  .D 

7.8 

34 

7.0 

9.3 

29 

7.6 

29 

Chromalloy  American 

15.6 

14 

16.9 

1.0 

8.8 

27 

8.6 

3.2 

17.5 

4 

5.2 

32 

National  Svc  Inds 

15.6 

15 

15.8 

0.1 

13.7 

4 

13.2 

5.1 

8.2 

32 

4.2 

34 

Lear  Siegler 

15.5 

16 

24.0 

0.8 

13.2 

13 

10.0 

3.9 

6.1 

40 

10.2 

22 

Amtel 

14.6 

17 

13.1 

0.7 

9.5 

14 

9.8 

1.5 

25.8 

1 

c 

3 

American  Standard 

14.5 

18 

20.2 

U.J 

13.4 

12 

10.1 

4.9 

3.4 

44 

D-P 

Studebaker-Worthington 

14.2 

19 

20.3 

0.2 

15.5 

18 

9.4 

5.0 

8.2 

34 

10.3 

21 

Dart  industries 

13.8 

20 

14.9 

0.3 

10.6 

15 

9.8 

6.9 

11.7 

17 

13.9 

17 

n  n  urace 

13.6 

21 

11.9 

0.6 

8.0 

16 

9.5 

3.5 

12.0 

16 

19.4 

14 

AMF 

13.3 

22 

12.9 

0.7 

8.7 

21 

8.9 

3.3 

8.8 

30 

2.5 

36 

Rockwell  Intl 

13.1 

23 

13.0 

0.4 

9.3 

19 

9.2 

2.5 

13.9 

10 

8.0 

28 

Zapata 

13.0 

24 

5.8 

1.8 

3.3 

35 

6.4 

3.4 

12.4 

14 

21.2 

11 

Walter  Kidde 

12.7 

25 

12.3 

0.5 

9.1 

24 

8.8 

3.9 

9.6 

27 

21.0 

12 

Sybron 

12.6 

26 

13.1 

0.4 

10.7 

11 

lU.i 

4.9 

t  A  1 

JLU.  1 

OA 

8.0 

27 

National  Industries 

12.5 

27 

10.3 

n  7 

7.5 

26 

8.7 

1.1 

15.5 

7 

D-P 

Brunswick 

12.3 

28 

10.9 

0.5 

8.6 

17 

9.5 

4.0 

11.1 

20 

10.7 

19 

Signal  Companies 

12.1 

29 

11.6 

0.4 

8.7 

22 

8.9 

3.2 

8.2 

32 

31.8 

3 

IU  International 

12.0 

30 

8.0 

1.0 

5.5 

31 

7.5 

2.6 

14.8 

9 

9.5 

25 

A-T-0 

11.4 

31 

10.0 

0.8 

6.6 

30 

7.6 

2.1 

6.5 

39 

20.4 

13 

Intl  Tel  &  Tel 

11.3 

32 

11.8 

0.5 

9.0 

28 

8.4 

4.5 

12.5 

13 

4.6 

33 

Transamerica 

11.1 

33 

17.1 

0.7 

11.2 

29 

7.8 

5.0 

10.1 

25 

9.9 

23 

Amfac 

10.9 

34 

2.4 

0.7 

2.6 

33 

7.4 

0.7 

20.8 

2 

6.6 

31 

SCM 

10.3 

35 

10.9 

0.6 

8.1 

32 

7.4 

2.6 

8.1 

35 

31.1 

4 

LTV 

10.1 

36 

def 

2.6 

0.2 

39 

5.2 

def 

5.5 

42 

D-P 

City  Investing 

8.0 

37 

11.3 

0.8 

6.8 

36 

5.8 

2.4 

13.7 

11 

3.1 

35 

IC  Industries 

7.9 

38 

9.8 

0.6 

5.9 

40 

5.2 

4.3 

14.9 

8 

10.5 

20 

Avco 

7.7 

39 

16.3 

0.9 

8.4 

37 

5.5 

4.5 

2.7 

46 

2.1 

37 

UOP 

7.2 

40 

11.4 

0.4 

8.9 

41 

5.1 

3.1 

8.7 

31 

35.6 

2 

U  S  Industries 

5.5 

41 

6.7 

0.2 

6.1 

38 

5.4 

2.7 

4  1 

43 

-16.6 

41 

Fuqua  Industries 

5.3 

42 

10.5 

0.8 

7.3 

42 

4.9 

2.7 

10.2 

23 

-12.8 

39 

Allied  Products 

4.8 

43 

1.0 

1.4 

2.8 

43 

4.5 

0.2 

5.9 

41 

-3.7 

38 

Whittaker 

3.6 

44 

7.2 

1.1 

5.6 

44 

3.9 

1.8 

1.7 

47 

-13.2 

40 

Bangor  Punta 

2.8 

45 

17.4 

0.6 

10.5 

45 

3.8 

6.2 

0.0 

48 

D-P 

Litton  Industries 

2.2 

46 

7.0 

0.7 

5.3 

46 

2.8 

1.7 

6.8 

38 

-19.0 

42 

Singer 

def 

47 

19.0 

1.2 

11.0 

49 

def 

3.1 

2.7 

45 

P-D 

43 

Southdown 

deftt 

48 

def 

1.2 

def 

48 

deftt 

def 

10.7* 

22 

P-D 

43 

National  Kinney 

def 

49 

def 

6.1 

def 

47 

def 

def 

-l.Ot 

49 

P-D 

43 

Industry  Medians 

12.7 

13.1 

0.6 

8.8 

8.7 

3.4 

10.1 

9.9 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note.  Explanation  of  Yardstick  ca 

culations  on  page  38 

ft  Three-year  average.      X  Four-year  growth 

P-D  Profit  to  deficit. 

D-P  Deficit  to  profit;  not  ranked 

def  Deficit. 
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pan  out.  Both  AMF  and  White  Consoli- 
dated have  industrial  machinery  and 
consumer  divisions  that  should  comple- 
ment each  other  nicely;  yet  White's  mar- 
gins have  held  steady  at  4%  for  nearly  a 
decade,  while  AMF's  have  oscillated  he- 
tween  2%  and  6%. 

Amid  such  conflicting  currents,  pre- 
dicting how  1978  will  turn  out  for  multi- 
companies  is  difficult.  But  a  few  trends 
are  clear.  The  strong  automobile  market 
helped  many  of  these  firms  considerably 
i  ar.  Lear  Siegler's  vehicle  compo- 
n<  nl  sales  nearly  doubled,  and  Stude- 
baker-Worthington  posted  a  40%  earn- 
ings spurt  during  the  first  nine  months. 
Several  bigger  Detroit-related  corpora- 
tions scored  double-digit  profit  gains: 
16%  at  TBW,  12%  at  Borg- Warner,  11% 
at  Bendix.  But  now  that  cycle  has 
peaked,  and  auto  business  is  unlikely  to 
be  a  source  of  profit  gains  this  year. 

Chemicals,  especially  commodity 
chemicals,  have  been  more  hindrance 
than  benefit.  Union  Carbide's  12-month 
revenues  were  a  record  $6.9  billion,  but 
earnings  for  its  most  recently  reported 
quarter  were  down  30%.  Other  compa- 
nies bucked  the  cycle  better:  In  the  same 
period  profits  were  off  6%  at  National 


Distillers,  flat  at  PPG  and  up  5%  and 
10%,  respectively,  at  Olin  and  Koppers. 
W.R.  Grace,  which  balanced  chemical 
declines  with  a  growing  consumer  busi- 
ness, managed  an  impressive  28%  gain. 
Resurgent  chemical  demand  and  rising 
prices  could  help  all  these  companies 
this  year,  but  it  seems  unlikely  given  the 
industry's  overcapacity. 

Insurance,  on  the  other  hand,  may 
yield  some  longer-term  improvement. 
Property  and  casualty  rates  have  finally 
caught  up  with  inflation.  As  a  result, 
earnings  are  already  rising  sharply  at 
ITT's  Hartford  subsidiary.  It  provides 
nearly  30%  of  corporate  profits,  which 
also  jumped  23%  in  1977's  first  three 
quarters.  Underwriting  should  also  con- 
tinue to  pay  off  for  financially  oriented 
outfits  like  City  Investing  and  Trans- 
america;  both  had  record  years  and 
should  match  ITT's  profit  gains.  No  won- 
der American  Brands  and  Tenneco  are 
buying  insurance  companies. 

Meanwhile,  lots  of  multieompanies 
are  grooming  and  pruning  their  oper- 
ations. When  Atlanta's  J.B.  Fuqua  lost 
out  in  a  bid  to  buy  Avis,  Inc.,  he  quickly 
merged  his  Fuqua  Industries  with  Louis- 
ville-based National  Industries,  a  com- 


pany nearly  twice  its  size.  Instead  of 
making  a  splashy  tender,  Textron,  which 
has  a  strong  balance  sheet  and  1977  prof- 
its that  should  approach  $1.50  million,  is 
quietly  buying  10%  of  Allied  Chemical 
from  Belgium's  Solvay  family.  Sperry 
Rand,  similarly  flush  and  sporting  steady 
8%  earnings  gains,  added  minicompu- 
ters to  its  line  by  picking  up  a  subsidiary 
from  Varian  Associates. 

Almost  as  interesting  as  the  acquisi- 
tions, however,  were  the  divestitures. 
Back  in  1969,  a  record  year  for  corporate 
ownership  changes,  only  10%  of  all  such 
transactions  were  sales  of  divisions  or 
subsidiaries  by  existing  businesses.  Now 
over  half  of  all  deals  are.  "After  the  rapid 
mergers,  a  lot  of  these  conglomerates 
developed  indigestion,"  says  Chicago 
merger  consultant  W.T.  Grimm. 

Examples  abound.  Whittaker,  seeking 
to  boost  its  sorry  3.6%  five-year  return 
on  equity,  has  sold  nearly  100  companies 
since  1970.  Though  its  performance  is  far 
better,  NL  Industries  is  disposing  of  a 
variety  of  businesses  in  order  to  concen- 
trate on  drilling  services.  Gulf  &  West- 
ern is  selling  its  Florida  citrus  and  cattle 
operations  in  order  to  finance  more  prof- 
itable ventures  like  movie-making.  And 
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Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt' 

Net 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Vulcan  Materials 

19.9% 

1 

19.5% 

0.4 

13.0% 

3 

14.1% 

8.2% 

11.9% 

5 

21.5% 

4 

Minn  Mining  &  Mfg 

19.0 

2 

19.2 

0.2 

16.0 

1 

16.8 

10.2 

13.1 

3 

9.5 

15 

General  Electric 

18.3 

3 

19.9 

0.3 

16.6 

2 

15.5 

6.1 

9.6 

13 

11.2 

13 

Union  Carbide 

16.7 

4 

12.3 

0.5 

8.7 

4 

12.0 

5.6 

13.5 

2 

18.3 

7 

Koppers 

16.5 

5 

14.2 

0.3 

10.6 

5 

11.7 

4.5 

13.8 

1 

21.7 

3 

Eltra 

13.7 

6 

13.0 

0.2 

10.0 

6 

11.4 

4.7 

11.0 

8 

11.7 

12 

National  Distillers 

13.5 

7 

12.5 

0.3 

9.4 

11 

9.7 

5.4 

5.7 

21 

20.4 

6 

Genl  Tire  &  Rubber 

13.4 

8 

15.0 

0.4 

11.0 

8 

<& 

5.5 

11.6 

6 

12.7 

11 

American  Brands 

13.2 

9 

12.6 

0.4 

9.3 

12 

9.6 

3.2 

8.1 

19 

4.9 

19 

PPG  Industries 

13.2 

9 

14.9 

0.4 

10.9 

10 

9.8 

6.2 

10.7 

10 

16.8 

8 

Sperry  Rand 

13.1 

11 

12.5 

0.4 

9.0 

g 

9.8 

4.8 

11.1 

7 

12.9 

9 

Esmark 

13.0 

12 

11.0 

0.6 

7.7 

15 

9.4 

1.4 

9.3 

15 

34.8 

1 

Bendix 

13.0 

13 

15.4 

0.4 

11  9 

7 

10.4 

3.6 

12.2 

4 

12.7 

10 

Martin  Marietta 

13.0 

13 

15.0 

0.4 

10.5 

17 

8.7 

7.3 

5.4 

22 

9.1 

16 

FMC 

12.9 

15 

15.2 

0.5 

10.5 

14 

9.4 

5.7 

8.5 

17 

10.4 

14 

N  L  Industries 

11.7 

16 

9.5 

0.5 

8.7 

19 

8.6 

4.3 

8.6 

16 

7.1 

18 

Olin  Corp 

11.3 

17 

13.1 

0.3 

10.5 

13 

9.5t 

5.4 

10.7 

9 

D-P 

Borg-Warner 

10.0 

18 

12.0 

0.2 

11.1 

16 

8.9 

4.8 

9.4 

14 

7.3 

17 

Sperry  &  Hutchinson 

9.2 

19 

10.8 

0.1 

10.1 

18 

8.6 

4.0 

2.6 

24 

-7.9 

22 

Allis-Chalmers 

8.6 

20 

13.7 

0.3 

10.0 

22 

6.8 

4.3 

10.2 

11 

D-P 

Dillingham 

8.4 

21 

3.5 

0.8 

3.1 

23 

5.4 

0.9 

10.0 

12 

21.1 

5 

Westinghouse  Elec 

8.4 

22 

11.8 

0.2 

9.7 

21 

6.8 

4.1 

7.3 

20 

-0.1 

20 

Curtiss-Wright 

8.0 

23 

10.1 

0.0 

10.2 

20 

8.2 

6.3 

3.9 

23 

24.1 

2 

GAF 

4.6 

24 

def 

0.4 

def 

24 

4.0 

def 

8.3 

18 

-1.9 

21 

Industry  Medians 

13.0 

12.8 

0.4 

10.2 

9.6 

4.8 

9.8 

12.2 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  average.      D-P  Deficit  to  profit;  not  ranked.      def  Deficit 
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Allis-Chalmers  will  get  $40  million  from 
West  Germany's  Siemens  for  half  of  its 
electrical  products  subsidiary. 

None  of  these  firms  questions  the  mul- 
ticompany  approach.  Rather,  each  is 
continually  aiming  for  a  better  structural 
mix.  "If  the  guys  running  diversified 
companies  are  on  the  ball,  they  tend  to 
think  of  themselves  as  portfolio  manag- 
ers, allocating  assets  to  wherever  they 
are  the  most  productive,"  says  Salomon 
Brothers  Pendexter  MacDonald,  one  of 
the  few  Wall  Street  analysts  who  follow 
multi-industry  stocks. 

That,  in  essence,  is  why  there  is  so 
much  stability  within  these  particular  in- 
dustry rankings.  As  in  the  Forbes  Mu- 
tual Fund  Survey,  the  same  names  show 
up  on  top  year  after  year.  Minnesota 
Mining  and  General  Electric  have 
topped  the  multi-industry  list — the  older 
diversified  companies  with  stronger  bal- 
ance sheets  that  Forbes  separates  from 
conglomerates — since  the  category  was 


". .  .'After  rapid  mergers, 
lots  of  these  conglomerates 
developed  indigestion'  .  .  ." 


created  in  1969.  More  highly  leveraged 
Vulcan  Materials  outpaces  them  this 
year,  its  first  in  the  group.  But  elsewhere 
there  are  few  changes:  GAF  was  also 
near  the  bottom  five  years  ago,  and  the 
only  major  tumbles  came  from  Sperry  & 
Hutchinson  and  Westinghouse. 

A  similar  stasis  seems  to  be  beginning 
for  the  conglomerates.  Factor  out  fallen 
stars  like  LTV  or  U.S.  Industries,  and 
the  top  firms — such  as  Northwest  Indus- 
tries, Scott  &  Fetzer  and  White  Consoli- 
dated— have  a  relatively  lengthy  tenure. 
Others,  like  American  Standard,  Ogden 
and  United  Technologies,  have  moved 
steadily  up.  Downtrends  are  in  evidence 
at  AMF,  Brunswick  and  Zapata. 

In  fact,  since  diversified  businesses 
are  all  buffeted  by  the  same  broad  eco- 
nomic currents,  their  historical  perfor- 
mance is  a  pretty  good  indicator  of  how 
they  will  fare  in  the  future.  Manage- 
ments that  handled  their  delicate  balanc- 
ing acts  well  during  the  past  five  years 
are  likely  to  be  the  same  ones  that  do 
well  in  1978. 

One  final  prediction:  Despite  some 
embarrassing  fumbles,  multicompanies 
will  continue  to  make  acquisitions.  Two 
of  the  most  likely  buyers  have  already 
nibbled.  United  Technologies'  much- 
publicized  bid  for  Babcock  &  Wilcox  fell 
through  last  year;  so  did  Raytheon's  at- 
tempted embrace  of  coal-rich  Falcon 
Seaboard.  Both  companies  still  want  to 
expand,  and  they  can  afford  to  think  big: 
Raytheon  has  $800  million  in  cash,  and 
ample  bank  credit  puts  over  $1  billion  at 
United's  disposal.  ■ 


WESTERN'S  ONE-STOP 
SERVICE. 

We're  all  you  need  to  handle  your  firm's  diversified  temporary 
help  requirements  . . . 

Experienced,  tested  help  for  your  office.  Skilled  health  care  pro- 
fessionals for  hospitals  and  other  medical  facilities.  Enthusiastic, 
attractive  employees  for  marketing  and  convention  assignments. 

Patient  people  to  sort,  pack,  and  ship  your  products.  Strong, 
reliable  workers  for  your  plant  or  warehouse.  Expertly  costumed, 
trained  Santas  for  parties,  stores,  and  malls.  Plus  practically  any 
other  category  of  temporary  help  you  can  imagine. 

Western's  experienced . . .  we've  been  matching  temporaries  to 
firms'  specific  personnel  needs  since  1948. 

And  with  140  offices  nationwide.  Western's  Personnel  Coordina- 
tors are  as  near  as  your  telephone.  We're  ready  to  show  you  why 
Western  should  be  your  One-Stop  Service  for  temporary  help.  Look 
us  up  in  the  white  pages  today. 

Western 

TEMPORARY  SERVICES,  INC 

Corporate  Headquarters: 
101  Howard  St.,  San  Francisco,  Ca.  94105 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E.  Ins. 
and  stockholders.   Operate  from  your  own 
dignified  professional  office.   Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
l>e  sincere  with  well-rounded  business  hack- 
ground    Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to 
Dept.  21.  Computer  Capital  Corp. 
6922  Holywood  Blvd.,  tos  Angeles.  Calif  90026 
OR  Call  Mr.  Vander  (2131  463-4641 

Commemorate... 
Your  1978  J^^\ 
Business           f  fco  J 
Anniversary  fe^jttfljfe' 

With  polished  marble  paper- 

weights.  Your  company  logo/          ^-  ""-"'^ 

emblem  and  message  etched   __L_U__  nipr 

in  brass  and  enameled  in  ^^^^*£r^^^^ 
your  colors.  100  custom 
anniversary  paperweights  $225.  complete.  There  are 
no  additional  costs  for  art,  set-up,  or  dies.  Celebrate 
your  corporate  anniversary  with  a  lasting  memento. 
Write  for  free  sample  and  color  brochure.  Letterhead 
requests  only. 

PAPERWEIGHTS,  INC.  Dept.  ik 

1 00  Broadway, Garden  City  Park,  N.Y. 11040, 51 G-741  -2800 
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Electronics  & 
Electrical  Equipment 

Semiconductors  may  be  more  glamorous, 
but,  both  last  year  and  this, 

electrical  distribution  equipment  is  the  place  to  be. 


"Selling  computers  off  the  shelf— 
whoever  heard  of  that?"  says  Anthony 
Hamilton,  head  of  Avnet,  Inc.s  elec- 
tronic marketing  group.  "But  that's  what 
we're  doing." 

Hamilton's  group  is  the  largest  distrib- 
utor of  components  in  the  electronics 
industry,  where  everyone  is  integrating 
into  everyone  else's  backyard.  As  main- 
frame computer  makers  expand  back- 


ward into  minicomputers,  semiconduc- 
tor makers  forward  into  systems  and 
minicomputer  makers  both  ways,  what 
was  a  system  yesterday  is  a  part  today. 
"It's  really  difficult  to  say  what  a  mini- 
computer is  anymore,"  says  electronics 
analyst  John  Howland  of  Merrill  Lynch. 
"From  a  $10  microprocessor  chip 
through  the  big  mainframes,  the  product 
line  is  a  continuum.  " 


The  $35-biIlion  electronics  equipment 
industry  should  have  a  good  year  in 
1978 — what  with  semiconductor  unit 
volume  up  10%  to  15%  (after  an  18% 
gain  in  1977),  the  healthy  instrument 
business  up  approximately  the  same,  and 
the  Japanese  invasion  of  color  TV  sets 
finally  checked  by  the  U.S.  government. 
But  the  way  that  everybody  was  compet- 
ing with  everybody,  prosperity  was  by 


Electronics  &  Electrical  Equipment:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5- Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

ELECTRONIC  EQUIPMENT 

Natl  Semiconductor 

30.3% 

1 

12.1% 

0.0 

9.3% 

1 

24.0% 

3.0% 

49.1% 

1 

56.5% 

1 

Schlumberger 

26.5 

2 

29.2 

0.1 

27.2 

2 

23.5 

18.0 

21.0 

3 

32.0 

3 

Teledyne 

23.8 

3 

33.7 

0.6 

20.5 

8 

13.6 

7.7 

9.7 

19 

37.6 

2 

Avnet 

21.1 

4 

19  6 

0.2 

16.2 

6 

14.6 

5.5 

15.3 

6 

17.1 

8 

Hewlett-Packard 

18.7 

5 

17.7 

0.0 

17.1 

3 

18.3 

89 

22.7 

2 

25.3 

6 

Texas  Instruments 

17.5 

6 

17.7 

0.1 

16.7 

4 

15.8 

5.9 

14.2 

7 

20.2 

7 

Raytheon 

17.1 

7 

19.3 

0.2 

17.2 

5 

14.7 

3.8 

11.2 

14 

15.7 

11 

Lear  Siegler 

15.5 

8 

24.0 

0.8 

13.2 

14 

10.0 

3.9 

6.1 

23 

10.2 

17 

EG&G 

15.2 

9 

17.5 

0.2 

15.4 

8 

13.6 

3.3 

13.2 

8 

29.6 

5 

Tektronix 

14.7 

10 

18.7 

0.1 

16.5 

7 

14.2 

9.8 

17.0 

5 

16.1 

9 

RCA 

14.7 

11 

19.0 

0.6 

10.7 

16 

9.0 

4.2 

7.8 

22 

12.8 

15 

Fairchild  Camera 

13.8 

12 

6.6 

0.4 

5.3 

13 

10.4 

2.6 

11.8 

9 

D-P 

General  Tel  &  Elec 

13.4 

13 

16.3 

1.1 

7.3 

21 

6.4 

7.5 

11.7 

11 

6.0 

20 

Motorola 

13.4 

14 

13.9 

0.1 

13.2 

11 

11.8 

5.7 

10.2 

17 

15.0 

13 

Perkin-Elmer 

13.0 

15 

13.1 

0.0 

12.8 

10 

13.1 

5.8 

11.4 

12 

11.5 

16 

North  Amer  Philips 

12.7 

16 

14.3 

0.3 

9.9 

15 

9.3 

3.2 

19.3 

4 

14.0 

14 

Corning  Glass  Works 

12.2 

17 

15.0 

0.3 

12.6 

12 

10.5 

8.1 

11.7 

10 

7.3 

18 

American  Tel  &  Tel 

11.0 

18 

12.4 

0.8 

6.9 

20 

6.6 

12.4 

11.3 

13 

7.1 

19 

Harris  Corp 

11.0 

19 

20.2 

0.4 

15.7 

17 

8.8 

6.2 

8.8 

20 

4.9 

22 

Beckman  Instruments 

10.8 

20 

14.2 

0.3 

11.9 

18 

8.7 

5.9 

10.5 

15 

15.9 

10 

Honeywell 

9.7 

21 

11.4 

0.2 

8.6 

19 

6.9 

4.5 

8.5 

21 

5.1 

21 

Ampex 

9.6 

22 

14.8 

1.1 

8.5 

24 

5.3 

3.9 

-1.3 

25 

D-P 

General  Instrument 

7.5 

23 

11.1 

0.6 

8.2 

23 

5.9 

4.1 

9.7 

18 

15.6 

12 

Varian  Associates 

6.7 

24 

8.4 

0.2 

7.4 

22 

6.0 

3.5 

10.3 

16 

29.7 

4 

Bunker-  Ramo 

1.6 

25 

9.3 

0.4 

7.1 

25 

3.6 

3.4 

5.0 

24 

-25.5 

23 

Medians 

13.4 

15.0 

0.3 

12.6 

10.4 

5.5 

11.3 

15.6 

Growth 
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t  competition  of  ideas 


no  means  assured  for  everyone. 

Take  the  $2.6-billion  minicomputer 
industry,  invaded  by  IBM.  That  inva- 
sion, says  Input,  a  California  planning 
firm,  should  help  the  market  nearly  tri- 
ple over  the  next  four  years.  The  mini- 
makers,  though,  will  be  squeezed  by 
IBM  within  this  bigger  market,  includ- 
ing even  Hewlett-Packard — "the  finest 
electronics  company  in  the  world,"  says 
S.F.  Accardo,  vice  president  and  elec- 
tronics analyst  for  Kidder,  Peabody.  But 
it  is  well  positioned  in  the  instrument 
business  although  number  two  in 
minicomputers. 

Or  Texas  Instruments,  the  biggest 
semiconductor  company.  It  will  survive 
in  consumer  electronics  if  anyone  does, 
and  it  has  its  revolutionary  "bubble 
memory"  waiting  in  the  wings.  Again, 
import   restrictions   may   have  helped 


".  .  .'it's  really  difficult 
to  say  what  a  minicomputer 
is  anymore  .  .  .  the  product 
line  is  a  continuum'  .  .  ." 

RCA  emerge  with  its  color-TV-set  mar- 
ket share  intact,  but  its  tough-minded 
management  was  probably  more  impor- 
tant in  achieving  its  profit  record  in  the 
latest  12  months  (up  52%).  Corning 
Glass'  TV-tube  business  also  benefited. 
Despite  a  nearly  flat  third  quarter,  Cor- 
ning boosted  its  return  on  equity  to  15% 
from  its  five-year  average  of  12%.  The 
color-TV  market  is  leveling  off  at  about 
10  million  units  a  year,  however,  while 
the  home  videotape-recorder  market 
presents  an  unedifying  spectacle  for  U.S. 
technology:  Up  to  600,000  may  be  sold 
this  year,  but  American  companies  are 
mere  distributors  of  Japanese  machines. 

The  instrument  business  is  one  of  the 
best  places  to  be  these  days  in  electronic 
equipment;  it  has  grown  20%  to  25%  a 
year  over  the  last  five  years.  Why?  Says 
Wolfgang  Demisch,  electronics  analyst 
at  Smith  Barney,  Harris  Upham:  "What 
is  putting  the  spurs  to  it  is  the  pervasive- 
ness of  the  computer — the  use  of  micro- 
computers in  areas  where  computers 
have  never  been  used  before.  When 
your  car  or  your  microwave  oven  grows  a 
computer  of  its  own,  the  opportunities 
for  electronic  test  and  measurement  ex- 
pand dramatically." 

And  what  of  the  semiconductor  indus- 
try, which  made  possible  the  "pervasive- 
ness of  the  computer"  as  well  as  so  much 
else?  On  the  surface,  it  had  a  strong  year 
last  year.  Texas  Instruments'  earnings, 
up  24%  for  the  first  nine  months,  were 
not  far  from  analysts'  estimates;  number- 
two  Motorola  had  a  flat  third  quarter, 
but  a  good  year.  But  the  company  with 
the  best  five-year  record  in  the  group, 
National  Semiconductor,  chewed  up  in 


The  American  Enterprise  Institute  for  Public  Policy  Research 
invites  your  participation  in  the  competition  of  ideas  through  its 
new  AEI  Associates  program. 

The  Institute  produces  approximately  90  publications  each  year, 
plus  the  edited  transcripts  of  12  Public  Policy  Forums.  The  AEI  As- 
sociates program  will  offer  these  publications  and  audio  cassettes  at 
a  savings. 

In  addition,  the  program  will  help  support  research  activity  and 
dissemination  of  published  materials  to  policy  makers,  the  academic 
community,  journalists,  and  thought  leaders  in  society. 

AEI  provides  decision  makers  with  practical  options  through  its 
innovative  research  in  the  areas  of: 

•  defense  policy  •  economic  policy  •  energy  policy 

•  foreign  policy  •  government  regulation  •  health  policy 
•  legal  policy  •  political  and  social  processes 

•  social  security  and  retirement  policy  •  tax  policy 

AEI 

'{Associates  Program 

For  more  information  on  AEI  Associates  write  to: 

AMERICAN  ENTERPRISE  INSTITUTE 
Department  60 
1150  Seventeenth  Street,  N.W. 
Washington,  D.C.  20036 


Plain 

talk 

about 


Young 


Heat  Transfer 

Product 

Capabilities 

Young  has  new  capability  to  meet  your  heat 
transfer  product  requirements  .  .  .  right  now  and 
in  the  future.  We've  completed  a  major  ex- 
pansion program  that  includes  two  new  plants, 
plus  major  additions  to  a  third 
Our  unmatched  reputation  for  quality  products 
and  a  dedication  to  meeting  customer  needs  is 
your  assurance  of  superior  service.  Why  not 
write  or  give  us  a  call? 


Radiators  •  Heat  Exchangers 
OH  Coolers  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 

2825  Four  Mile  Road, 
Racine,  Wisconsin  53404 

TELEPHONE  414-639-1011 


You  Package 
\bur  Products  Well... 

But  What  About 
\bur  People? 

No  doubt  appreciable  time  and  expense  were  in- 
vested in  the  packaging  of  your  product.  But  how 
much  thought  have  you  given  to  the  appearance 
of  your  people9  If  they're  meeting  the  public, 
people,  like  products,  should  be  appropriately 
packaged. 

Wrangler  Uniforms  (we're  a  Blue  Bell  Company) 
would  like  to  work  with  you  in  developing  a  coher- 
ent corporate  apparel  program  for  your  company. 
We've  been  in  the  profession  since  1923,  assist- 
ing executives  with  the  correct  "packaging"  of 
their  people.  Please  take  time  to  complete  the 
coupon,  and  we'll  contact  you  shortly. 


1  WRANGLER  UNIFORMS 

1  Attention:  Vice  President  Sales 
1  749  Massman  Drive  •  Nashville.  Tn 
l 
1 

37210  I 

[Name 
i 

Title 

•  Company 

■  ■ 

i  Address 
i 

Phone 

jCity 

State  liu 

 I 

Wans1*  of  D&ron 
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We're  Union  Camp: 
look  at  us  this  way.. 


'   .    wears  prior  to  1976  have  been  restated  to  give  effect  to  the  three  for  two  stock 
Per  share  amounts  ™         Jrjorto  i969  have  been  restated  to  give  effect  to  the  two  for  one  stock  s 


.a  company  that's  growing  from  the  ground  up. 

cash  position  plus  internal  cash  flow. 

Why  not  look  at  us  as  our  I|mi|ffl[SM  (irwvill*  ill  lliore  WttyS  tlltlll  Olie. 

Z^s£T'oroM   IlK^  -  h-  


OPOBATION  TEN  YEAR  FINANCIAL  REVIEW 

(Dollars  in  thousands  except  per  share  and 


percent  tigures) 


Average 
1976  Compound 
Gi 


>  < 


> 

< 

> 

< 

> 

< 

Tiny  Bubbles:  Floating  on  film,  magnetic  bubbles  (light  circles)  move  through 
Bell  Labs'  experimental  circuit  pattern.  Texas  Instruments'  bubbles,  which  many 
think  may  revolutionize  electronic  memories,  could  hit  the  market  this  year. 


consumer  electronics  in  its  May  fiscal 
year,  could  hope  at  best  to  recover  to  the 
levels  of  two  years  ago.  Fairchild  Camera 
&  Instrument  suffered  disastrous  write- 
offs in  digital  watches  in  its  second  quar- 


ter and  grimly  reduced  inventory  by  $10 
million  in  a  nine-month  profit  drop  of 
close  to  7%. 

In  fact,  the  digital-watch  market  may 
actually  grow  in  units  but  shrink  in  dol- 


lars this  year.  Fairchild  Chairman 
Wilfred  J.  Corrigan  estimates  1978  unit 
sales  industrywide  will  be  up  20%  from 
1977  s  25  million,  but  the  average  price 
may  drop  25%.  That  could  work  out  to  a 
net  10%  decrease  in  dollar  volume.  The 
$1.6-billion  hand-held  calculator  market 
is  already  flat  for  the  same  reasons. 

A  promising  new  consumer  area  in 
semiconductors  is  the  booming  video- 
games market,  a  $235-million  business 
last  year  that  this  year  might  approach 
the  $500-million  to  $600-million  digital- 
watch  market  in  size.  A  half-dozen  com- 
petitors could  follow  Fairchild  into  "pro- 
grammable'' games  that  allow  the  con- 
sumer to  play  a  variety  by  plugging 
different  cassettes  into  the  set.  Games 
won't  be  the  same  old  roller  coaster,  says 
Edgar  A.  Sack,  vice  president  of  General 
Instruments'  microelectronics  group, 
which  makes  chips  for  them.  Says  Sack: 

"Watches  and  calculators  have  about 
five  or  six  functions,  and  once  you  add 
those,  everything  just  goes  up  in  volume 
and  down  in  price  without  leading  to 
anything  else.  The  games  are  different; 
they  are  leading  to  a  true  home  informa- 
tion and  entertainment  center.  We  think 
the  viability  of  this  market  may  be  five  or 
six  years  rather  than  two  or  three."  In 
fact,  says  analyst  Anthony  Hoffman  of 
Bache  Halsey  Stuart  Shields,  program- 
mable games  may  merge  with  the  "home 
computer"  to  turn  the  television  set  into 
a  "video  supply  terminal  '  with  an  array 
of  uses.  By  1980,  says  Andrew  Sass,  GTs 


Electronics  &  Electrical  Equipment:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year  Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank   12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

ELECTRICAL  EQUIPMENT 

Reliance  Electric 

23.7% 

1  21.9% 

0.4 

15.9% 

7 

15.4% 

6.1% 

15.4% 

6 

17.4% 

3 

AMP 

21.8 

2  25.4 

0.1 

21.4 

1 

19.3 

11.9 

16.3 

4 

14.7 

6 

Square  D 

20.9 

3  25.1 

0.2 

20.7 

3 

18.2 

9.7 

13.1 

7 

6.6 

11 

UV  Industries 

20.7 

4  18.7 

0.5 

11.8 

11 

10.5 

6.7 

16.8 

3 

28.5 

1 

W  W  Grainger 

20.1 

5  19.2 

0.0 

18.8 

2 

18.4 

6.6 

19.4 

2 

17.9 

2 

Copeiand 

19.5 

6  25.8 

0.1 

22.8 

5 

17.5 

5.6 

•  10.3 

11 

14.4 

7 

Emerson  Electric 

19.3 

7  20.4 

0.2 

18.3 

4 

17.7 

7.9 

15.5 

5 

10.9 

10 

General  Electric 

18.3 

8  19.9 

0.3 

16.6 

6 

15.5 

6.1 

9.6 

12 

11.2 

9 

Gould 

15.1 

9  17.5 

0.4 

12.1 

8 

11.5 

5.8 

22.2 

1 

16.1 

5 

Cutler-Hammer 

13.8 

10  15.9 

0.4 

12.7 

10 

11.0 

4.5 

10.9 

10 

16.5 

4 

Eltra 

13.7 

11  13.0 

0.2 

10.0 

9 

11.4 

4.7 

11.0 

9 

11.7 

8 

McGraw-Edison 

10.9 

12  14.1 

0.2 

12.7 

12 

9.9 

5.5 

7.7 

13 

1.2 

13 

P  R  Mallory 

9.3 

13  12.9 

0.3 

10.8 

13 

8.9 

4.0 

11.1 

8 

3.7 

12 

Westinghouse  Elec 

8.4 

14  11.8 

0.2 

9.7 

14 

6.8 

4.1 

7.3 

14 

-0.1 

14 

Medians 

18.8 

19.0 

0.2 

14.3 

13.5 

6.0 

12.1 

13.1 

Industry  Medians 

14.7 

17.5 

0.2 

12.7 

11.4 

5.7 

11.3 

14.7 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculation-. 


age  38       D-P  Deficit  to  profit;  not  ranked. 
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Square  But  Profitable:  Electronics  may  be  more  glamorous, 
but  electrical  equipment  is  more  profitable;  its  five-year  return 
on  equity  averages  40%  higher  than  elec  tronic  s,  its  median  net 


profit  margins  last  year  9%  higher  F  ven  sales  growth,  hallmark 
of  electronics  companies,  was  slightly  higher  in  electrical 
equipment  (12  ]c7,  to  11  \°1<  over  five  years) 


group  direc  tor  of  product  planning  the 
market  may  reach  18  million  units,  more 
than  half  of  them  programmable. 

Maybe  so,  but  Fairchild  s  Corrigan 
isn  t  making  any  predictions.  "Having 
just  been  burned  in  watches,  we  re  a 
little  gun-shy,"  he  says.  In  fact,  he  adds 
ruefully.  "Maybe  if  we  can  just  get 
enough  people  gun-shy  we  can  have  an 
orderly  market. 

But  orderly  or  disorderly,  the  objec- 
tive is  the  same  for  most  semiconduc  tor 
companies:  the  value-added  area  where 
other  people  make  so  much  mone\  with 
chips  that  sell  for  so  little.  National 
Semiconductor  has  already  made  its 
choice;  it  has  entered  the  central  pro- 
cessing computer  business,  making  sys- 
tems that  compete  with  IBM  s. 

The  two  big  forces  that  could  shake 
the  whole  electronics  industry  are  Via 
Bell  and  Japan,  Inc.  What  AT&T  will  do 
if  the  courts  and  the  Federal  Communi- 
cations Commission  push  it  out  oi  its 
historic  monopoly,  says  Daniel  Lavery  of 
the  New  York  technology  analysts  (Quan- 
tum Science  Corp.,  "is  an  overshadow- 
ing issue,  a  superissue,  for  the  whole 
electronics  industry  .  Obviously,  thev  are 
going  to  have  to  go  beyond  the  pure 
communications  network  and  start  pick- 
ing up  some  equipment  if  they  are  going 
to  get  their  earnings  to  move  off  that 
regulated  track. 

But  it  is  the  Japanese  who  really  scare 
the  U.S.  industry.  The  semiconductor 
industry,  after  all,  is  one  of  the  last  re- 
maining U.S.  export  hegemonies,  with 
about  two-thirds  of  the  world  market 


That  s  whv  National  Semiconduc  tor 
President  Charles  Sporck  calls  the  Japa- 
nese the  single  greatest  threat  to  his 
industry 

On  the  other  land  more  profitable) 
side  of  the  energy  divide,  among  the 
companies  that  make  the  equipment  to 
generate  transmit  and  distribute  elec- 
tricity, those  strong  m  distribution  are  in 
a  favored  position.  Distribution  equip- 
ment had  a  spec  tacular  growth  of  neark 
40%  industrywide  last  year,  this  year  s 


". .  .  'What  is  the  game  plan 
of  this  Administration? 
You  can't  turn  on  capital 
spending  like  a  spigot'  .  .  ." 


will  be  considerably  less  but  still  around 
15%,  says  Kidder.  Peabody's  Robert  Mc- 
Coy and  HP  Smith.  Transmission 
equipment  sales  were  flat  at  best  last 
year  and  probably  will  be  little  better 
this  vear. 

(feneration?  Says  McCoy:  "In  the 
past,  electrical  demand  has  grown  7%  a 
y  ear  The  forecast  now  is  for  5.'59f  and 
President  Carter  is  looking  for  some- 
thing like  4.5%.  Last  summer  the  utili- 
ties operated  with  a  reserve  margin  over 
peak  load  of  about  31%  and  optimum  is 
about  18%  to  20%,  so  there's  plenty  of 
slack  left." 

That  may  mean  another  year  of  dol- 
drums for  the  new  generation-equip- 
ment business  of  the  industry  's  two  gi- 


ants W  estmghouse  and  Ceneral 
Electric,  who  together  have  virtually  all 
of  the  domestic  turbine  market  The  big 
earnings  increase  at  W estmghouse  (up 
18%  through  nine  months)  came  from 
other  operations  and  YV  estmghouse  re- 
mains under  the  cloud  of  its  multimil- 
lion-dollar uranium  contract  litigation. 

OF  s  t'tah  Inte  rnational  has  the 
worldwide  glut  of  coking  coal  to  contend 
with  but  OF  is  m  a  strong  position  and 
diversifv mg  steadilv  Were  changing 
last,  savs  Chairman  Reginald  H  Jones, 
from  an  old-line  electrical  manufactur- 
ing conipanv  to  one  with  more  than  40% 
of  its  earnings  from  materials  and  ser- 
vices businesses — as  well  as  manufac- 
tured produc  ts  spun  off  from  our  original 
core  businesses 

As  a  business  heavilv  dependent  on 
the  economy  the  electrical  equipment 
companies  are  wondering,  as  I'V  Indus- 
tries President  Fdwni  Jacobson  asks, 
'What  is  the  game  plan  of  this  Adminis- 
tration'' After  all  von  c  an  t  turn  on  cap- 
ital spending  like  a  spigot  B  (.'.  Ames, 
whose  Reliance  Electric  had  the  best 
return  on  equity  of  the  group  s  14  com- 
panies i23.7%)  over  the-  last  five  years,  is 
predicting  a  relativelv  conservative  real 
ONP  growth  of  4%  to  4.5%  this  year  and 
only  5%  to  6<%  growth  in  capital 
spending. 

The  be  st  place  to  be.  though,  is  a  pure 
play  in  electrical  distribution  equip- 
ment. Like  little  RTF  Corp  ,  which 
started  1977  as  an  $80-milliori  company 
and  wound  up  as  a  $130-million  com- 
pany  Crowth  in  earnings:  100%  .  ■ 
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Steel 


Is  the  U.S.  Steel  industry  about  to  die?  Or  is 
it  on  the  verge  of  a  historic  turnaround? 


Horrendous  was  the  onlj  word  for  the 
facts:  60,000  workers  laid  off  in  the  last 
two  years;  aging  plants  closed  in  places 
like  Youngstown,  Ohio,  Johnstown,  Pa. 
and  Lackawanna,  N.Y.;  runaway  imports 
rising  to  over  20%  of  the  domestic  mar- 
ket. For  Bethlehem  Steel,  the  country's 
second-biggest  producer,  a  10%  de- 
crease in  capacity  and  the  biggest  quar- 
terly loss  ($477  million)  in  American 
business  history.  For  the  industry  .is  a 
whole,  the  smallest  net  on  sales — less 
than  2% — in  living  memory.  Billions  in 
market  value  blown  away:  While  the 
Dow  Jones  industrial  average  fell  22% 
from  its  1976  high  to  its  1977  low,  U.S. 
Steel  lost  more  than  half  its  market  val- 
ue, Republic  nearly  half,  Bethlehem 
nearly  two-thirds,  Lykes  four-fifths. 

A  business  thut  sick  either  goes  down 
the  drain — or  it  presents  investors  with 
one  of  the  great  turnaround  opportuni- 
ties of  all  time.  The  U.S.  steel  industr)  is 
not  going  clown  the  drain.  It  is  the  foun- 
dation of  the  U.S.  industrial  economy. 
Says  Chairman  Lewis  Foy  of  Bethlehem: 
"If  you're  going  to  have  a  healthy  econo- 
my in  this  country,  you  need  a  healthy 
steel  industry  to  support  it."  President 


Carter  knows  it,  and  so  do  Congress  and 
the  electorate. 

That's  why  some  plan  to  increase  U.S. 
steel  producers  share  of  the  domestic 
market,  and  to  decrease  correspondingly 
that  of  Japanese  and  European  produc- 
ers, is  sure  to  be  in  operation  this  year. 
Whether  the  U.S.  industry  will  finally 
accept  the  Carter  Administration  pro- 
posal for  "reference"  prices,  below 
which  imports  could  not  be  sold,  re- 
mains to  be  seen.  But  it  is  clear  that  a 
serious  attack  is  being  made  on  the  prob- 
lem of  foreign  dumping. 

Thus,  U.S.  steel  producers  will  again 
get  a  chance  to  share  in  such  growth  in 
U.S.  steel  cosumption  as  there  has  been. 
In  1966,  domestic  producers  shipped  88 
million  tons  to  the  U.S.  market;  in  1977, 
only  1  million  tons  more.  During  that 
time,  total  domestic  consumption  in- 
creased at  an  average  annual  rate  of  less 
than  1%  a  year,  from  99  million  tons  to 
about  109  million.  In  other  words,  do- 
mestic producers  realized  only  a  tenth  of 
the  growth  in  domestic  consumption. 

The  government  also  seems  willing  to 
let  steelmakers  improve  efficiency 
through  rationalizing  the  industry.  For 


example,  when  Lykes  and  LTV  an- 
nounced their  intention  to  merge,  no  red 
flags  fluttered  at  the  Justice  Depart- 
ment's antitrust  division.  If  the  govern- 
ment would  allow  other  steelmakers  to 
undertake  joint  ventures  in  operations 
such  as  blast  furnaces  and  coke  ovens,  it 
would  ease  steel's  capital  strain. 

A  preview  of  what  could  happen  in 
big-tonnage  steel  has  already  happened 
in  specialty  steel,  where  imports  were 
restricted  after  they  devastated  the  U.S. 
producers.  The  result  is  that  even  in 
1977  s  distressed  steel  year,  specialty 
producers'  margins  seem  to  have  bot- 
tomed out,  while  carbon  steel  margins 
fell  by  nearly  half. 

But  more  important  were  the  steps 
the  industry  itself  took  in  1977.  Things 
were  so  bad  that  steelmen  thought  and 
did  the  unthinkable.  For  years  econo- 
mists had  criticized  steel  for  failing  to 
close  its  aging  plants  or  slash  its  work 


Sign  Of  The  Times:  Both  management  and  union  were  on  the  same  side  of  the  fence  in  1977 — against  imports. 


The  threat  is  REAL  from  foreign  steeL 
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You  dorit  get  to  be  one  of 
America's  fastest  growing  industrial 
states  on  good  looks  alone. 


When  you're  trying  to  attract 
new  businesses,  it  certainly  doesn't 
hurt  to  offer  magnificent  mountains, 
world-famous  golf  courses  and 

seemingly  endless 
ocean  beaches. 

Yet  mere  scenery, 
no  matter  how 
spectacular,could 
never  account  for 
North  Carolina's 
spectacular  eco- 
nomic growth. 

In  fact,  surpris- 
ing as  it  may  seem, 
beautiful,  roman- 
tic North  Carolina  has  become  the 
nation's  second  most  likely  new 
plant  location  for  some  very  plain, 
unromantic  reasons. 

Like  an  abundant  supply  of  en- 
thusiastic, highly  skilled  workers. 

North  Carolinians  were  born  and 
bred  on  the  good  old-fashioned 
work  ethic.  And  still  show  it. They 
exhibit  an  almost  innate  manual 
dexterity,  complemented  by  North 
Carolina's  comprehensive  training 
programs.  As  a  result,  they  offer 

Write:  N.  C.  Department  of  Commerce,  Industrial 


The  World 
Golf  Hall  of  Fame 
makes  its  home 
at  one  of  our  world- 
famous  golf  resorts. 


employers  a  rare  combination  of 
exceptional  attitudes  and  aptitudes. 

North  Carolina  is  also  a  major 
transportation  center  It  is  home  to 
more  long  line,  interstate  motor 
carriers  and  more  miles  of  state- 
maintained  roads  than  any  other 
state  in  the  country.  It  has  modern, 
solvent  railroads  and  4,250  miles  of 
track.  It  has  two  deep-water,  ocean- 
access  ports  and  12  commercial 
airports.  It  is  also  conveniently  with- 
in 500  miles  of  over  half  the 
nation's  population. 


The  Blue  Ridge  Mountains  near  Blowing  Rock,  N.C 


North  Carolina 
has  an  adequate 
supply  of  electric 
power  and  water. 

It  offers  special 
tax  incentives  for 
recycl  i  ng,  resource 
recovery  and  pol- 
lution abatement. 


Low  cost  electric  powei 
readily  available. 


PERCENTAGE  Of  WORK  TIME  LOST  OUE  TO  STRIKES  I960- 1976 


NATIONAL  AVERAGE:  0  22*. 


NORTH  CAROLINA  AVERAGE:  0  04% 


North  Carolina  is  also  one  of  but 
a  handful  of  states  which  can  boast 
both  a  balanced  budget  and  a  covet- 
ed AAA  bond  rating.  It  also  features 
a  very  solvent  unemployment  insur- 
ance trust  fund,  which  has  kept  un- 
employment taxes  low,  even  during 
recent  recessionary  years. 

Development  Division,  Suite  #C2, 430  N.  Salisbury  St 


It  also  offers  a  number  of  excel- 
lent available  plant  facilities  ready 
for  you  to  move  in  right  now.  As 
well  as  the  lowest  construction  costs 
in  the  country,  if  you'd  prefer  to 
build  your  own. 

And  it  is  a  right- to-work  state, 
which  helps  account  for  the  extreme- 
ly low  percentage  of  work  lost  due  to 
strikes,  shown  in  the  chart. 

So  if  you're  considering  building  a 
new  plant  or  office,  be  sure  to  get  a 
good  look  at  our  facts  and  figures. 

You  may  find  them  even  more  awe- 
inspiring  than  our  scenery. 

JMORTH 

Carolina 

reet,  Raleigh,  N. C.2761!.Or  call: (919)  733-4151. 


force.  Last  year  the  industry,  in  despera- 
tion, started  doing  so.  Says  U.S.  Steel's 
Speer:  "We've  modernized  existing  fa- 
cilities but  haven't  expanded.  About  20% 
of  capacity  is  obsolete.  But  if  this  country 
can  establish  an  atmosphere  in  which 
such  an  investment  can  be  made,  we'll 
build.  1  think  that'll  happen." 

Other  combinations  to  increase  effi- 
ciency are  in  the  works  besides  the  Lykes- 
LTV  merger.  The  reduction  of  oW-plant 
capacity  means  that  break-even  points  will 
fall  and  operating  margins  rise.  Many  of 
the  surviving  plants  will  be  located  in  the 
right  places — South,  Middle  West, 
West — to  be  closer  to  customers.  The 
60,000  layoffs — at  an  average  annual 
wage-saving  of  about  $20,000  a  man — will 
help  offset  the  30%  rise  in  labor  rates 
negotiated  in  the  three-year  settlement 
with  the  United  Steelworkers  last  spring. 

The  big  payoff  for  steel,  of  course,  will 
come  with  increased  capital  spending. 
During  the  last  capital-spending  surge  in 


1973-74,  many  steelmakers  ran  their 
plants  flat-out  and  still  couldn't  fill  all  the 
orders.  In  1974  the  industry  netted  6.5% 
on  sales,  the  best  in  20  years  and  3'/2 
times  the  median  on  the  Forbes  Yard- 
sticks for  the  latest  12  months.  And  de- 
spite all  the  talk  about  the  stagnating 
capital  spending,  equipment  sales  have 
already  started  to  pick  up  (nearly  20% 
last  year  over  1976);  new-plant  spending 
is  already  showing  signs  of  following  in 
1978.  Further  growth  is  in  prospect  from 
solving  the  nation's  energy  problems: 
coal  development,  transportation,  ships, 
even  the  pollution  equipment  the  steel 
industry  considers  its  own  bane — they 
all  take  steel.  So  do  automobiles,  even 
with  Detroit's  best  efforts  at  using  a  little 
less  steel  per  car. 

Plenty  of  problems  remain.  Further 
painful  shutdowns  are  ahead;  Bethle- 
hem's layoffs  and  plant  closings  alone 
will  cost  the  company  an  estimated  $483 
million  in  pension  and  severance  costs. 


Foreign  steelmen  may  try  to  flood  the 
American  market  before  quotas  come 
on,  or  find  a  way  around  them  after  they 
do.  The  iron  ore  strike  has  taken  its  toll. 
But  even  with  these  drawbacks,  the  in- 
dustry expects  steel  shipments  to  climb 
to  nearly  100  million  tons  this  year.  Steel 
has  always  been  one  of  the  most  politi- 
cized of  industries;  there  are  not  many, 
after  all,  that  have  been  denounced  by 
succeeding  presidents  of  the  U.S.  for 
raising  prices.  That's  part  of  steel's  his- 
torical problem;  but  now  even  the  gov- 
ernment is  scared. 

In  short,  the  demise  of  the  U.S.  steel 
industry,  to  paraphrase  Mark  Twain,  has 
been  greatly  exaggerated.  Bethlehem's 
Lewis  Foy,  with  the  bloodbath  behind 
him,  is  expecting  a  "much  better  year"  in 
1978,  and  also  1979  and  1980.  U.S. 
Steel's  Speer  still  expects  to  earn  $10  to 
$12  a  share  for  two  or  three  consecutive 
years.  The  plain  fact  is  that  steel  has 
nowhere  to  go  but  up.  ■ 


Steel:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 



Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

BASIC  PRODUCERS 

Kaiser  Steel 

14.6% 

1 

6.5% 

0.3 

5.1% 

1 

9.1% 

4.9% 

12.8%t 

4 

37.1% 

1 

Inland  Steel 

11.4 

2 

8.7 

0.4 

6.7 

2 

8.4 

3.7 

12.9 

3 

11.0 

5 

Armco  Steel 

10.9 

3 

6.6 

0.4 

5.0 

4 

7.5 

2.7 

13.3 

2 

12.5 

3 

LTV 

10.1 

4 

def 

2.6 

0.2 

7 

5.2 

def 

5.5 

9 

D-P 

United  States  Steel 

10.1 

4 

4.0 

0.4 

3.5 

3 

7.9 

2.3 

11.5 

5 

18.1 

2 

National  Steel 

8.5 

6 

4.6 

0.5 

3.7 

5 

6.5 

1.9 

13.8 

1 

5.5 

6 

Republic  Steel 

7.5 

7 

2.7 

0.3 

2.5 

6 

6.0 

1.3 

11.5 

6 

12.4 

4 

Bethlehem  Steel 

5.1 

8 

def 

0.3 

def 

8 

4.6 

def 

11.0 

8 

-4.5 

7 

Lykes 

2.3 

9 

def 

0.9 

def 

9 

2.6 

def 

11.2 

7 

P-D 

8 

Medians 

10.1 

4.0 

0.4 

3.5 

6.5 

1.9 

11.5 

11.7 

SPECIALTY  &  OTHER 

Athlone  industries 

24.5% 

1 

19. 1% 

1.5 

10.1% 

9 

10.9% 

4.3% 

10.9% 

13 

39.9% 

2 

Crane 

23.8 

2 

25.1 

0.9 

13.1 

6 

12.8 

6.0 

10.6 

15 

41.9 

1 

NVF 

22.2 

3 

108 

0.7 

9.3 

5 

13.1 

3.6 

9.1 

17 

31.3 

4 

Copperweld 

18.5 

4 

14.1 

0.4 

9.6 

1 

14.5 

5.1 

14.5 

2 

22.8 

6 

Colt  Industries 

18.4 

5 

14.6 

0.6 

9.9 

8 

10.9 

4.3 

11.0 

12 

35.6 

3 

Carpenter  Technology 

15.5 

6 

18.3 

0.0 

16.7 

4 

13.5 

8.8 

11.6 

8 

17.6 

8 

Central  Steel  &  Wire 

15.1 

7 

14.5 

0.1 

14.0 

3 

14.2 

3.1 

15.8 

1 

25.5 

5 

Northwestern  Steel 

14.9 

8 

8.0 

0.0 

7.9 

2 

14.4 

5.6 

13.0 

6 

7.4 

15 

Hanna  Mining 

13.2 

9 

15.1 

0.1 

13.9 

7 

11.9 

15.2 

10.8 

14 

9.2 

13 

National-Standard 

13.2 

10 

13.1 

0.3 

10.0 

11 

9.9 

4.3 

12.8 

7 

11.4 

12 

Interlake 

12.5 

11 

7.6 

0.3 

7.0 

10 

10.3 

3.1 

13.7 

5 

21.9 

7 

Allegheny  Ludlum  Inds 

10.1 

12 

5.7 

0.6 

4.7 

13 

7.0 

1.9 

11.5 

9 

14.8 

10 

Lukens  Steel 

9.9 

13 

8.8 

0.1 

7.4 

12 

8.3 

4.0 

11.2 

10 

15.2 

9 

McLouth  Steel 

6.9 

14 

1.2 

0.4 

1.7 

14 

5.3 

0.5 

14.1 

3 

D-P 

Cyclops 

6.8 

15 

6.6 

0.3 

5.2  ' 

16 

5.0 

1.4 

14.0 

4 

3.9 

16 

Keystone  Consolidated 

6.2 

16 

def 

0.6 

def 

15 

5.3 

def 

9.8 

16 

12.9 

11 

Wheeling-Pitts  Steel 

4.1 

17 

def 

0.5 

def 

17 

4.0 

def 

11.1 

11 

8.9 

14 

Medians 

13.2 

10.8 

0.4 

9.3 

10.9 

4.0 

11.5 

16.4 

Industry  Medians 

11.2 

7.1 

0.4 

6.0 

8.4 

3.1 

11.5 

13.9 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  on  page  38.      i  Four-year  growth       P-D  Profit  to  deficit.      D  P  Deficit  to  profit,  not  ranked.      def  Deficit. 
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Since  financial  performance  interests  you... 

Consider  the  Crouse  Hinds  record 
)f  continuing,  profitable  growth. 

The  charts  below  substantiate  that  Crouse-Hinds  is  one  of  the  growth  leaders  in  the  electrical 
manufacturing  industry.  We  insist  on  quality,  service,  cost-effectiveness,  safety,  and  on-time  delivery. 
We  practice  what  we  preach,  as  demonstrated  by  sustained,  record-setting  performance  (in  measures 
that  count)  over  the  years.  If  you  would  like  more  information,  write:  Director  of  Investor  Relations, 
Crouse-Hinds  Company,  P.O.  Box  4999,  Syracuse,  N.Y.  13221. 
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NET  INCOME  1972-1976 
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1972  1973         1974         1975  1976 

EQUITY  PER  COMMON  SHARE  1972-1976 
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DIVIDENDS  PER  COMMON  SHARE  1972-1976 


$12  AVERAGE 

ANNUAL  GROWTH 


10 


$1.00 


.80 


.60 


.40 


.20 


AVERAGE 
ANNUAL  CROWTH 


1972 


1973 


1974 


1975         1976  1972      1973  1974 

♦Restated  for  4-for-3  stock  split  of  October  10, 1977. 


The  Crouse-Hinds  family  of  products: 

•  Cable  and  conduit  fittings  •  Apparatus— circuit  breakers,  switches,  starters, 
other  control  devices  •  Enclosures  •  Plugs  and  receptacles  •  Industrial  lighting 
products  •  Outdoor  area  lighting  •  Aviation  ground  lighting  •  Traffic  control 
products  •  Wiring  devices  •  Industrial  control  products  •  Distribution  equipment 
products  •  Secondary  electrical  distribution  assemblies. 


1975       1976  CURRENT 
RATE 


CROUSE  HINDS  " 


CROUSE-HINDS 

P.O.  Box  4999 
Syracuse,  New  York  13221 


Who  cto  "pi  call 
to  help  speed  up  the  firemen 
speeding  to  a  fire? 


Recently,  the  San 
Francisco  Fire  Department 
came  to  PRC  with  a  very 
intriguing  problem. 

Fires. 

Could  PRC  develop  a 
dispatch  system  to  help  stop 
fires  faster? 

On  the  average,  an 
incipient  fire  doubles  in  size 


almost  eight  times  per 
minute. 

So  every  minute  saved 
can  help  save  property — and 
lives. 

Ask  5,000  technical  experts 
and  you'll  get  an  answer. 

To  a  challenge  of  this 
complexity,  PRC  brings 
uncommon  resources— the 
unique  strength  and  profes- 


sional skills  of  more  than 
5,000  experts  in  45  countries 
around  the  world. 

In  San  Francisco,  a  PRC 
project  team  analyzed  the 
Fire  Department's  require- 
ments, then  developed  an 
advanced  computer  dispatch 
system  that  maximizes  situ- 


ation control  and  actual 
eliminates  up  to  five  ma 
steps— saving  30  to  90  s 
onds  in  response  time  t< 
every  fire. 

The  largest  diversified 
professional  services 
company  in  the  world. 

In  fact,  for  every 
problem  you  can  think 


v 


I 


Fire  damage  can  accelerate  at  blistering  speed.  A  computerized  dispatch 
system  developed  by  PRC  now  helps  the  San  Francisco  Fire  Department 
save  critical  response  time  to  fires,  accidents- more  than  1,000  life-or- 
death  resuscitation  emergencies  every  year. 


ces  are  there's  a  PRC 
of  specialists  already 
jing  on  answers. 
Planning  a  dam  system 
h  Philippines, 
jvkmitoring  Space 
itle  facilities  at  Cape 
uedy. 

Designing  a  criminal 
,le  data  system  for  New 
nd. 


Developing  the  first 
national  real  estate  computer 
service  in  the  U.S. 

The  list  of  PRC  projects 
goes  on.  And  on. 

Planning,  engineering, 
architecture.  Management 
consulting.  Information 
services.  We're  here  to  help. 

The  point  is,  there's  no 


problem  too  technical,  too 
complex  or  too  big  for  Plan- 
ning Research  Corporation 
to  handle. 

Come  to  think  of  it, 
what  could  PRC  do  for  you? 
Planning  Research  Corpora- 
tion, 1850  K  Street,  N.W., 
Washington,  D.C.  20006. 
Call  (202)  293-4700. 


Call 


pre 

Planning  Research 
Corporation 


Information 
Processing 


It's  never  wise  to  relax  in  this  industry — 

and  last  year  that  was  even  more  true  than  usual. 


Ask  any  handful  of  computer  industry 
pundits  what  the  most  important  "hap- 
pening" was  in  the  computer  world  in 
1977,  and  you'll  get  the  same  answer 
from  all  of  them:  It  was  International 
Business  Machines'  stirring  series  of  an- 
nouncements last  March  and  April,  high- 
lighted by  the  introduction  of  its  3033 
central  processor,  which  was  accompa- 
nied by  deep  price  reductions  on  various 
components  of  IBM's  System/370  line. 
"Those  new  computers  represent  a  sharp 
drop,  around  40%,  for  what  you  have  to 
pay  to  get  a  given  level  of  computer 


performance,"  says  Frederic  Withing- 
ton,  computer  analyst  for  Arthur  D.  Lit- 
tle, Inc.  "They  cast  tremendous  rever- 
berations around  the  world" — and  on  the 
stock  market,  where  computer  stocks 
were  battered  by  investors  fearful  of  an 
emerging  price  war. 

But  ask  the  same  handful  of  pundits 
what  IBM's  intentions  were  in  announc- 
ing the  new  price-performance  standard, 
and  you're  likely  to  get  as  many  different 
answers  as  you  have  pundits.  Withington 
believes  the  3033  processor  and  its  sister 
machines,  the  3032  and  3031,  constitute 


the  dawn  of  a  new  "generation"  of  com- 
puters. Others,  however,  say  the  IBM 
moves  amount  to  little  more  than  an 
aggressive  price  cut  on  existing  technolo- 
gy. "I  think  both  the  sellers  of  IBM  plug- 
compatible  equipment  [such  as  Amdahl 
Corp.  and  Itel  Corp.]  and  the  other 
mainframe  manufacturers  were  begin- 
ning to  give  IBM  problems,"  says  Frank 
Hoist,  vice  president,  product  manage- 
ment, for  Sperry  Univac.  "So  they  had  to 


Information  Processing:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

COMPUTERS 

Data  General 

24.1% 

1 

23.8% 

0.0 

25.8% 

1 

25.3% 

11.2% 

62.5% 

1 

58.4% 

1 

IBM 

20.5 

2 

20.6 

0.0 

19.9 

2 

19.6 

14.7 

12.8 

7 

14.1 

7 

Hewlett-Packard 

18.7 

3 

17.7 

0.0 

17.1 

3 

18.3 

8.9 

22.7 

5 

25.3 

5 

Itel 

18.3 

4 

24.1 

22 

8.7 

8 

7.6 

7.3 

27.2 

3 

45.6 

3 

Digital  Equipment 

16.7 

5 

17.5 

0.1 

15.8 

4 

16.2 

10.2 

38.3 

2 

33.5 

4 

Burroughs 

14.3 

6 

13.6 

0.2 

11.6 

5 

11.6 

9.9 

14.5 

6 

17.1 

6 

Sperry  Rand 

13.1 

7 

12.5 

0.4 

9.0 

6 

9.8 

4.8 

11.1 

9 

12.9 

8 

NCR 

11.8 

8 

13.8 

0.7 

9.8 

7 

8.3 

5.0 

9.6 

10 

46.0 

2 

Honeywell 

9.7 

9 

11.4 

0.2 

8.6 

9 

6.9 

4.5 

8.5 

11 

5.1 

9 

Control  Data 

4.7 

10 

5.9 

0.5 

5.0 

10 

4.3 

2.5 

12.4 

8 

-0.1 

10 

Memorex 

def 

11 

NE 

3.3 

18.6 

11 

1.2 

7.5 

24.9 

4 

P-D 

11 

Medians 

14.3 

13.8 

0.2 

11.6 

9.8 

7.5 

14.5 

17.1 

COPIERS  &  OFFICE  EQUIP 

Xerox 

19.4% 

1 

17.9% 

0.4 

14.0% 

1 

15.8% 

8.0% 

18.6% 

2 

11.1% 

2 

Moore  Corp 

18.7 

2 

17.0 

0.2 

13.0 

2 

15.0 

6.3 

18.4 

3 

12.0 

1 

Nashua 

12.5 

3 

14.7 

0.5 

10.2 

3 

9.5 

3.4 

21.1 

3.6 

3 

Pitney- Bowes 

11.1 

4 

20.5 

0.5 

13.8 

5 

7.9 

6.2 

11.7 

5 

3.5 

4 

A  B  Dick 

10.1 

5 

8.6 

0.5 

7.0 

4 

8.2 

2.1 

13.1 

4 

2.7 

•  5 

Addressograph  Multi 

0.3 

6 

def 

0.5 

def 

6 

1.5 

def 

6.3 

6 

-47.6 

6 

Medians 

11.8 

15.9 

0.5 

11.6 

8.9 

4.8 

15.8 

3.6 

Industry  Medians 

13.1 

14.7 

0.4 

11.6 

9.5 

6.3 

14.5 

12.0 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  on  page  38.      P-D  Profit  to  deficit.      def  Deficit.      NE  Negative  equity. 
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ITT  shareholders 

will  receive  an 
increased  dividend- 

for  die 
14th  year  in  a  row. 

On  November  9,  ITT's  Board  of  Directors  increased 
the  Corporation's  quarterly  dividend  on  its  common  stock  to  50  cents 
per  share,  payable  January  1,  1978  to  shareholders  of  record 
November  18,  1977. 

On  an  annualized  basis,  the  new  rate  is  equal  to  $2.00  per  share - 
a  more  than  13  per  cent  increase  over  the  1976  rate. 

For  ITT's  shareholders,  it's  the  fourteenth  year  in  a  row  that 
dividends  have  gone  up. 


Note  Since  the  most  recent  dividend  was  declared  this  month,  the  year-end  annual 
dividend  rate  of  $2  00  for  1977  exceeds  dividends  declared  and  paid  in  that  year 


The  best  ideas  are  the  \  '  I  "  1 1 
ideas  that  help  people.  Ill 


International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue.  New  York.  N  Y  10022 


become  more  compotitn  e 

A  Wall  Street  analyst  disagrees: 
"There  may  have  been  ingredients  of 
that,  but  IBM's  market  share  is  obvious- 
ly not  subject  to  much  expansion,"  he 
says.  "I  think  the  prime  motivation  was 
to  bring  down  prices  to  maximize  the 
growth  of  the  industry."  The  key  point, 
he  continues,  is  that  every  one  of  the 
mainframe  companies  (all  of  whom  had 
to  scramble  to  meet  IBM's  new  posture) 
is  today  operating  at  close  to,  if  not  at, 
historic  levels  of  profitability.  Their  mar- 
gins were  not  disastrously  affected  by 
IBM's  price  reductions  because  techno- 
logical progress  made  it  possible  for  their 
costs  to  fall  nearly  as  far  as  prices. 

Still  another  observer  has  an  even 
more  intriguing  interpretation,  Charles 
Lecht,  president  and  chairman  of  Ad- 
\anced  Computer  Techniques,  thinks 
that  the  main  reason  for  IBM's  an- 
nouncements last  spring  was  to  create 
the  appearance  of  being  new  and  innova- 
tive— which  the  "3()3()x  series"  is  not,  he 
contends  despite  its  new  name.  "IBM 
has  on  the  boards  the  most  advanced 
technology  in  the  world  right  now," 
Lecht  says  dramatically,  adding  that  the 
as  yet  unannounced  system  will  pack  far 
greater  computing  power  than  ever  be- 
fore into  central  processors,  thereby 
making  it  possible  for  laymen  in  the  field 
to  utilize  computer  terminals  without  ex- 
tensive training  in  synthetic  computer 
languages. 

So  why  doesn't  IBM  bring  out  this 
technology?  Lecht  believes  the  comput- 
er giant  is  afraid  it  will  be  "stolen"  as  a 
result  of  U.S.  government  policy.  Says 
Lecht:  "IBM's  new  technology  is  await- 
ing resolution  of  two  big  issues.  One  is 
the  Bell  bill  [congressional  proposals 
protecting  American  Telephone  ik  Tele- 
graph's monopoly  in  data  communica- 
tions], and  the  other  is  the  Justice  De- 
partment s  antitrust  suit  against  IBM." 

Like  we  said,  it  all  depends  on  whom 
you  ask.  What  does  IBM  say?  Its  vice 
president-marketing,  F.G.  (Buck)  Rodg- 
er s,  maintains  that  the  company  is  not 
aiming  its  strategy  at  any  competitor  or 
group  (il  competitors  and  is  not  holding 
back  any  new  technology.  "What  has 
been  occurring,  he  says,  "is  a  demon- 
stration oi  what  I  call  the  pure  economic 
law  of  price  elasticity.  As  you  are  able  to 
drop  the  price,  demand  for  the  product 
increases  We're  trying  to  do  this  on  an 
evolutional")  basis 

Still,  IBM  clearly  has  reason  to  dislike 
the  competition  from  Amdahl,  Itcl  and 
other  plug-compatible  processor  sell- 
ers— that  is,  companies  whose  machines 
arc  precisely  designed  to  ape  IBM  ma- 
chines but  sell  for  much  less.  Such  com- 
panies spend  only  a  fraction  of  the 
amount  IBM  dishes  out  on  R&D  and 
software,  since  IBM's  software — which 
comes  "free"  with  its  machines — is  in  the 
public  domain. 


The  question  is:  How  much  longer 
will  that  continue  to  be?  James  Peacock, 
vice  president  at  International  Data 
Corp.,  notes  that  one  subtle  element 
included  in  IBM's  announcement  for 
the  3033  processor  was  a  major  step 
toward  pricing  some  of  its  control  soft- 
ware separately  from  its  hardware, 
thereby  casting  a  shadow  on  the  plug- 
compatible  vendors  raison  (I  Ore.  But 
Arthur  I).  Little  s  Withington  thinks  the 
plug-compatible  vendors  have  cards  yet 
to  play.  "There  are  a  lot  of  targets  out 
there  that  the  plug-compatible  sellers 
haven't  hit  yet,"  he  says.  "All  the  tar- 
gets so  far  have  been  IBM's  latest  mod- 
els. How  about  IBM's  previous  models? 
Or  the  old  Honeywell  machines,  or 
even  the  General  Electric  or  the  BCA 
machines?  They  re  still  out  there." 

Meanwhile,  as  it  takes  steps  to  protect 
its  commanding  position  in  big  comput- 
ers, IBM  has  made  some  impressive 
moves  in  the  smaller  end  of  the  market. 
Its  System/34,  announced  three  weeks 


after  the  3033,  is  a  powerful  entry  in  the 
rapidly  growing  market  for  small-busi- 
ness computers.  The  System/34,  which 
can  be  hooked  up  to  as  many  as  eight 
local,  or  64  remote,  interactive  termi- 
nals, is  representative  of  a  growing  fad  in 
the  computer  world:  distributed  data 
processing.  "DDF,"  as  computer  aficio- 
nados call  it,  involves  the  use  of  "smart 
terminals  to  get  computing  power  out  in 
the  field  where  it  may  be  needed 
immediately. 

The  DDP  craze  has  helped  make  the 
minicomputer  market — which  grew  at 
approximately  40%  in  1977 — a  bonanza 
for  firms  like  Digital  Equipment  and 
Data  General.  But  one  cloud  on  the 
minimakers'  horizon  is  the  fact  that  IBM 
has  invaded  the  general-purpose  mini- 
computer market  with  its  Series/1,  for 
which  deliveries  started  in  October 
1976.  Minimakers  stocks  came  under 
pressure  last  fall  in  part  because  they 
seemed  in  danger  of  being  squeezed 
from  above  by  the  mainframe  compa- 
nies, led  by  IBM,  and  from  below  by 
makers  oi  microcomputers. 

At  least  for  the  time  being,  however, 
the  ever-resourceful  minicompanies 
have  sidestepped  the  squeeze  by  pro- 
ducing more  powerful  small  machines, 
creating  what  some  observers  call  "midi 
computers,  which  are  in  some  ways 
equal  to  big  mainframes.  And  to  make 
sure  their  lower  flank  is  protected,  DEC 
and  Data  General  launched  lawsuits 
against  makers  of  microprocessors  who 


were  pirating  the  minimakers'  software 
as  if  it  were  in  the  public  domain,  which 
both  companies  insist  isn't  so. 

It  all  adds  up  to  a  picture  of  an  indus- 
try in  which  you  have  to  be  very  fast  on 
your  feet  to  survive,  but  in  which  IBM'si 
dominance  of  the  market  by  no  means 
excludes  others  from  making  a  good 
profit. 

The  same  is  true  in  copiers — where 
Xerox,  not  IBM,  rules  the  roost.  Xerox's 
market  share  has  declined  steadily  in  the 
past  few  years,  from  100%  in  1971  to 
about  60%  last  year,  as  heavy  hitters  like 
Eastman  Kodak  and  IBM  have  muscled 
in.  But  this  past  year,  Kodak's  and  IBM's 
thrusts  into  copiers  were  slowed.  In  Ko- 
dak's case,  the  problem  was  a  lack  of 
marketing  and  servicing  capability  com- 
mensurate with  its  product,  the  Ekta- 
print,  which  David  Jorgensen,  an  indus- 
try consultant  with  Menlo  Park,  Calif. - 
based  Dataquest  Inc.,  enthusiastically 
describes  as  having  "leapfrogged  the  cur- 
rent technology  in  power  and  copy  qual- 


ity." Meanwhile,  IBM's  formidable  mar- 
keting machine  found  itself  saddled  with 
reliability  problems  on  its  IBM  Copier 
Series  III. 

One  copier-industry  executive  sums  it 
up  neatly:  "If  the  IBM  sales  force  had  the 
Kodak  copier,  Xerox  would  be  in  a  lot  of 
trouble.  But  they  don't — and  Xerox  had 
another  great  year  in  which  their  main 
worry  wasn't  IBM  but  the  Japanese."  In 
particular,  Xerox  found  itself  being  at- 
tacked from  below  by  the  low-cost  plain- 
paper  copier  manufactured  by  Japan's 
Ricoh  Co.  and  marketed  in  the  U.S.  by 
Savin  Business  Machines  and  in  Europe 
by  Nashua  Corp.  Savin  grabbed  a  33% 
share  of  the  market  in  1977,  and  its  stock 
soared  as  high  as  $50  (from  $2  in  1975)  in 
September.  But  the  stock  tumbled  20 
points  in  two  weeks  on  news  that  Ricoh 
might  decide  to  push  Savin  aside  and 
market  its  machines  directly  in  the  U.S. 

Meanwhile,  Xerox  showed  no  inten- 
tion of  taking  a  breather  while  its  com- 
petitors sort  out  their  problems.  "We 
intend  to  stay  competitive  in  the  indus- 
try." vows  Dean  Hough,  the  copier  gi- 
ant's vice  president-product  marketing. 
Xerox  slashed  prices  on  its  3100  copier 
nearly  50%  to  meet  Savin  s  challenge, 
and  introduced  a  much-acclaimed  high- 
speed copier/duplicator,  the  9400,  to 
counterattack  the  IBM-Kodak  threat  in 
the  high  end  of  the  market. 

In  the  information-processing  busi- 
ness— perhaps  more  than  in  any  other — 
there  is  no  rest  for  the  weary.  ■ 


".  .  .  'If  the  IBM  sales  force  had  the  Kodak  copier, 
Xerox  would  be  in  a  lot  of  trouble.  But  they  don't — 
and  Xerox  had  another  great  year  in  which  their  main 
worry  wasn't  IBM  but  the  Japanese'. .  ." 
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Metals 


As  the  metals  industry  knows  only  too  well, 
the  worst  wounds  are  self-inflicted. 


An  industrial  boom  is  the  lifeblood  of 
the  world's  metals  industries.  So  when 
the  boom  is  feeble — as  it  has  been  ever 
since  the  world  began  shaking  free  of  the 
1974-75  recession — you  could  hardly  ex- 
pect the  companies  that  grind  out  the 
world's  copper,  lead,  zinc,  nickel,  mo- 
lybdenum and  aluminum  to  be  other 
than  anemic.  But  it's  far  worse  than  that. 
With  a  couple  of  exceptions,  the  metals 
companies  are  not  simply  slack;  they  are 
a  virtual  disaster  area. 

In  the  latest  12  months,  no  fewer  than 


5  of  the  19  companies  in  Fobbes'  metals 
group  were  earning  3%  oi  less  on  their 
invested  capital;  another  eight  were 
earning  7%  or  less;  and  of  those  that 
remained  only  three — Alcoa,  Alcan  Alu- 
minium and  Revere  Copper  &  Brass — 
were  able  to  top  their  five-year  averages. 
The  rest  were  significantly  below — even 
Engelhard  Minerals  &  Chemicals  and 
Handy  &  Harmon,  which,  as  precious 
metals  refiners,  stand  apart  from  the 
commodity  movements  that  roil  the  rest 
of  the  metals  producers. 


The  trouble  is  that  most  of  the  metals 
companies  have  special  problems  of  their 
own,  problems  that  it  would  take  a  boom 
of  considerable  proportions  to  obliterate. 
Take  copper,  the  most  vulnerable  and 
traditionally  the  most  volatile  area  of  the 
industry.  By  late  1977,  copper  prices  had 


Metals:  Yardsticks  of  Management  Performance 

Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5-Year        5-Year  Latest 
Average        Rank   12  Months 

Debt/ 
Equity 
Ratio 

Latest       5-Year  5-Year 
12  Months     Rank  Average 

Net 
Profit 
Margin 

5-Year  5-Year 
Average  Rank 

5-Year  5-Year 
Average  Rank 

ALUMINUM 
Kaiser  Alum  &  Chem 
Reynolds  Metals 
Alcoa 

Alcan  Aluminium 

10.3%         1  9.8% 
10.0            2  9.4 
9.1           3  11.5 
8.5           4  12.8 

0.7 
0.9 
0.6 
0.6 

6.1%        1  6.3% 
5.5           4  5.5 

7.7  2  6.3 

7.8  3  5.8 

3.8% 
3.6 
5.7 
5.5 

13.4%  1 
13.1  2 
12.1  4 
12.7  3 

12.9%  2 
23.7  1 
6.3  3 
3.5  4 

Medians 

9.6  10.7 

0.7 

6.9  6.1 

4.7 

12.9 

9.6 

COPPER 
General  Cable 
Cyprus  Mines 
Phelps  Dodge 
Kennecott  Copper 
Revere  Copper 

11.2%          1  11.2% 
9.8           2  3.0 
7.8           3  0.8 
5.5           4  def 

0.5           5  7.3 

0.6 
0.5 
0.6 
0.4 
1.6 

7.3%        2  8.3% 

1.8  1  10.7 

1.9  3  6.9 
0.8           4  5.4 
4.2           5  1.8 

4.0% 

3.2 

0.9 

def 

1.8 

4.2%  5 
17.2  1 

6.1  3 

5.2  4 

7.0  2 

5.7%  1 
-1.4  2 
-5.6  3 
-9.1  4 
P-D  5 

Medians 

7.8  3.0 

0.6 

1.9  6.9 

1.8 

6.1 

-5.6 

DIVERSIFIED  METALS 
Gulf  Resources  &  Chem 
Engelhard  Min  &  Chem 
Handy  &  Harman 
St  Joe  Minerals 
Commercial  Metals 

29.7%         1  6.5% 
26.8           2  20.4 
23.7           3  18.3 

23.3  4  16.5 

20.4  5  def 

0.7 
0.2 
0.7 
0.1 
0.3 

5.7%        5  15.1% 
17.6          1  20.1 
12.1          4  15.7 
13.9          2  18.6 

1.0          3  16.3 

3.3% 

1.7 

3.0 

9.0 

def 

17.9%  5 

29.4  2 
12.8  8 

29.5  1 
18.5  4 

D-P 

24.0%  2 
27.1  1 
16.7  4 
22.7  3 

Texasgulf 
Inco  Ltd 
AMAX 
Newmont  Mining 
ASARCO 

17.4            6  6.0 
16.4           7  9.7 

13.6  8  8.5 

12.7  9  3.6 
8.7          10  2.7 

0.3 
0.4 
0.4 
0.4 
0.4 

4.8          6  11.8 
6.0          7  10.7 
5.8          9  8.9 
3.3          8  9.0 
3.0         10  8.0 

10.2 
7.8 

10.1 
4.5 

2.3 

13.7  7 
15.4  6 

9.4  9 
20.6  3 

9.1  10 

13.2  5 
9.7  7 

10.1  6 
3.5  8 

-0.5  9 

Medians 

18.9  7.5 

0.4 

5.8  13.5 

3.9 

16.7 

13.2 

Industry  Medians 

11.2  8.5 

0.5 

5.7  8.9 

3.6 

13.1 

8.0 

All-Industry  Medians 

12.9  13.9 

0.4 

10.2  9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  ca 

culations  on  page  38.      P-D  Profit  to  deficit.      D-P  Deficit  to  profit;  not  ranked.      def  Deficit. 
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dropped  as  low  as  .56  tents  a  pound,  the 
lowest  in  nearly  three  years  and  a  good 
63%  below  the  early  1974  high  of  $1.52. 
But  the  problem  in  copper  was  not  really 
the  low  level  of  industrial  demand.  The 
problem  was  that  during  the  slump  of  a 
few  years  back  the  government-owned 
producers  in  Africa  and  South  America, 
in  order  to  maintain  employment  in  the 
mines  and  to  generate  the  foreign  ex- 
change they  needed,  had  gone  on  pro- 
ducing copper  regardless  of  whether 
there  was  any  market  to  absorb  it. 


What  order  there  was  in  copper  owed 
to  the  fact  that  at  least  the  investor- 
owned  companies  cut  back.  In  any  case, 
the  industry  as  a  whole  built  up  a  mas- 
sive inventory — equivalent  to  lour 
months'  consumption  currently — that 
continued  to  hang  over  the  market  even 
after  demand  picked  up,  and  that  still 
continues  to  overhang  it.  The  result  is 
that  prices  gradually  slumped  below  the 
break-even  point  lor  virtually  every  pri- 
vate company  in  the  business.  By  the 
end  of  the  third  quarter  of  1977,  Kenne- 
cott  Copper  was  $4.4  million  in  the  red, 
Phelps  Dodge  was  earning  a  mere  $7.7 
million,  and  Cyprus  Mines  was  doing 
$9.1  million. 

The  collapse  in  copper  prices  may 
have  aided  fabricators  like  General  Ca- 
ble and  Revere  Copper  &  Brass,  whose 
sales  were  aided  by  low  prices.  But  it  did 
nothing  for  scrap-metal  processors,  like 
Commercial  Metals,  whose  profits  have 
always  been  in  large  part  derived  from 
the  margins,  sometimes  narrow  and 
sometimes  broad,  between  primary  and 
secondary  metal  prices.  With  metal 
prices  on  the  decline.  Commercial  Met- 
als' earnings  last  year  virtually 
disappeared. 

Bad  money  and  bad  economics  inevi- 
tably drive  out  good,  and  the  compelling 
question  in  the  copper  industry  is 
whether  socialistic  ownership  is  corre- 
spondingly destined  to  drive  out  private. 
Certainly  copper  companies  are  hard  put 
to  survive  these  clays  on  their  own.  In 
the  past  year,  Copper  Range  has  been 
absorbed  by  Louisiana  Land  &  Explora- 
tion Co.,  Anaconda  by  Atlantic  Rich- 
field, while  Inspiration  Consolidated  has 
fallen  under  the  domination  of  Canadian 
and  South  African  interests.  Confronted 
with  takeover  rumors,  Kennecott  sought 
to  postpone  the  day  of  reckoning  by  tak- 
ing over  Carborundum — in  one  of  the 
more  frivolous  dissipations  of  capital  in 
modern  corporate  history.  Now  the 
question  begins  to  arise:  How  long,  un- 
der present  circumstances,  can  a  produc- 


er, even  one  as  low  cost  and  well  run  as 
Phelps  Dodge,  survive  without  heading 
for  shelter? 

Copper,  <>l  course,  has  always  been  a 
liiglilv  cyclical  business,  and  over  the 
past  decide  or  so  a  number  of  companies 
have  attempted  to  mitigate  those  cycles 
by  diversifying — both  geographically 
and  into  other  metals.  Asarco  set  the 
pattern  by  branching  out  from  being  a 
U.S.  copper  smelter  into  mines  in  the 
U.S.,  Peru,  Mexico  and  Australia.  Amax, 
which  started  out  as  a  metals  trader  and 


copper  smelter,  got  into  Zambian  copper 
and  Colorado  molybdenum,  then  diver- 
sified into  everything  under  the  sun — 
coal,  nickel,  potash,  iron  ore,  lead,  zinc 
and  aluminum.  Newmont  Mining  moved 
from  African  copper  into  the  U.S.  and 
Canada,  leavened  the  mix  with  gold, 
ferroalloys,  lithium,  uranium,  oil  and  gas 
and  now  has  acquired  a  major  (27.5%) 
interest  in  Peabody  Coal.  Texasgulf 
achieved  the  same  result  from  a  different 
starting  point;  it  began  in  sulfur,  then 
went  into  agricultural  chemicals,  and  hit 
the  big  time  with  the  discovery  of  the 
phenomenal  copper,  lead,  zinc  and  sil- 
ver deposits  at  Timmins,  Ontario. 

For  all  these  companies,  diversifica- 
tion paid  off  where  it  counts — in  their 
return  on  investment.  And  those  returns 
vary,  especially  in  1977,  in  inverse  pro- 


portion to  their  continuing  commitment 
to  copper.  Thus,  in  depressed  1977, 
Amax  earned  a  5.8%  return  on  invested 
capital,  Asarco  a  mere  3%. 

lake  copper,  the  nickel  industry 
would  also  have  trouble  enough  this  year 
even  if  its  major  customer,  the  steel 
industry,  were  not  ailing.  But  the  nickel 
industry  is  undergoing  the  transforma- 
tion attendant  upon  the  end  of  Inco's 
half-century -old  near-monopoly  of  the 
market.  Well  into  the  Sixties,  Inco  had  a 
hammerlock  on  the  world's  nickel  pro- 
duction, and  its  dazzling  returns  on  equi- 
ty— in  excess  of  20%  as  recently  as 
1974 — persisted  even  into  the  Seventies. 

But  Inco's  profits  were  so  spectacular 
that  eventually  companies  like  Falcon- 
bridge,  Amax  and  Le  Nickel  moved  into 
the  business,  creating  substantial  in- 
creases in  production  capacity  that  re- 


duced Inco's  market  share  from  60%  to 
less  than  40%  in  little  more  than  a  de- 
cade. As  competition  increased,  Inco  lost 
control  of  the  price,  and  with  demand 
slackening,  producers  began  reaching  for 
market  with  price.  But  even  price  was 
not  enough  to  sop  up  the  excess  capacity. 
At  last  tally,  about  eight  months'  supply 
overhung  the  market,  vs.  four  months 
for  copper.  Inco  made  clear  what  its 
assessment  of  nickel's  prospects  were:  In 
1974  it  acquired  Electric  Storage  Bat- 
tery. And  just  in  time.  By  1977  Inco's 
return  had  dwindled  to  9.7%. 

A  year  or  two  back,  the  aluminum 
industry  was  nearly  as  bad  as  copper  and 
nickel  seem  today — and  for  much  the 
same  reasons.  Growth  had  enticed  pro- 
ducers into  expanding,  and  expansion 
had  led  to  overcapacity  that  reduced 
prices  and  profitability  catastrophically. 
But  with  profits  and  prices  off,  the  inexo- 
rable checks  and  balances  came  into 
play.  Low  profitability  made  it  impossi- 
ble to  build  new  capacity;  demand  con- 
tinued to  grow;  and  as  capacity  grew 
increasingly  short,  prices  began  to  rise. 
By  1977  the  industry  had  finally  worked 
off  much  of  its  excess  capacity — in  part 
because  demand  was  buoyed  up  by  con- 
sumer rather  than  industrial  demand — 
and  the  companies  were  once  again 
promising  to  make  decent  money. 

Last  year  Alcoa  returned  7.7%  on  cap- 
ital, vs.'  6.3%  over  the  five  years  pre- 
vious; Alcan  hit  7.8%,  up  from  5.8%;  and 
Kaiser  lagged  behind  only  because  of 
problems  in  their  other  businesses.  The 
question  is  whether  or  not  the  industry 
will  be  tempted  to  expand  again — or 
whether  it  has  the  physical  opportuni- 


ties, given  the  shortage  of  power,  to  do 
so.  If  not,  the  aluminum  industry  may 
finally  have  positioned  itself  to  achieve 
the  kind  of  profitability  its  proponents 
have  so  long  predicted. 

Ironically,  Gulf  Resources  and  St.  Joe 
Minerals,  normally  two  of  the  most  prof- 
itable companies  in  the  business,  should 
have  prospered  in  1977,  for  reasons  that 
have  very  little  to  do  with  the  fortunes  of 
the  metals  business  as  a  whole.  Both 
have  become  in  recent  years  significant 
coal  producers.  But  in  a  year  when  they 
should  have  posted  comfortable  gains  on 
the  increases  in  lead  demand,  both  re- 
ported disappointing  results.  The  rea- 
son: Wildcat  coal  and  lead  strikes  took  a 
whack  at  their  earnings.  In  the  resources 
business,  there  is  no  place  to  hide  from 
the  unknowns  that  can  beset  you  from 
any  quarter  ■ 


". . .  The  trouble  is  that  most  of  the  metals  companies 
have  special  problems  .  .  .  which  would  take  a  boom  of 
considerable  proportions  to  obliterate  .  .  ." 


. .  For  some  companies,  diversification  paid  off  where 
it  counts — in  return  on  investment.  Those 
returns  vary,  especially  in  1977,  in  inverse  proportion  to 
their  continuing  commitment  to  copper  .  .  ." 
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m  can  helpget  crops  of 
materials  rea ' 


erals  and  metallic  ores 
must  be  cleaned,  beneficiated, 
agglomerated  or  refined  before 
they  can  become  the  staples  of  a 
manufacturing  diet.  They  simply 
can't  be  used  the  way  they  come 
out  of  the  ground. 

Design  and  construction  of  facil- 
ities to  process  these  raw  materials 
is  a  major  part  of  Dravo  Corpora- 
tion's diversified  business.  Our 
worldwide  experience  covers  plants 
for  iron  ore  processing,  steelmaking, 
and  such  varied  non-ferrous  ores 
as  copper,  ilmenite,  nickel,  anti- 


mony, lead  and  uranium.  And 
facilities  to  clean  coal  or  convert  ^ 
it  into  coke  or  synthetic  fuels. 

We  also  offer  a  lot  more  than  our 
75  years  of  engineering  and  con- 
struction experience.  We  have  a 
broad  range  of  .process  knowledge. 
Project  management  expertise. 
And  a  number  of  financial  services 
to  assist  clients  in  arranging  the 
most  appropriate  financing. 

At  Dravo,  we're  also  involved  in 
other  phases  of  bringing  minerals 
and  metals  to  market.  Our  experi- 
ence includes  mine  studies,  mine 


engineering  and  development,  con- 
tract mining  and  reclamation,  and 
ore  handling  and  shipping.  Added 
to  our  processing  skills,  these  activ- 
ities go  a  long  way  toward  keeping 
a  material-hungry  society  well  fed. 

Dravo  Corporation 


A  company  of  uncommon  enterprise 


Mercedes-Benz  announces  a  new  Coup^ 


The  2.8-liter  gasoline-powered  280CE 


plus  an  extraordinary  new  Coupe 


The  new  Coupe 
is  the  280CE  and  it  is  powered  by  a  fuel-injected,  2.8-liter  Six. 

The  extraordinary)  new  Coupe 
is  the  300CD,  and  it  merits  the  term  by  introducing  Diesel  power 
to  a  class  of  Mercedes-Benz  from  which  Diesels  were 

previously  excluded. 


yhus  the  Mercedes-Benz  Diesel 
L  has  fully  come  of  age.  It  stands 
)day  at  such  a  peak  of  refinement  that 
limited-production  Diesel  sports 
oupe  is  not  sacrilege  but  logic, 
leanwhile,  savor  your  new  luxury  of 
hoice. 

No  boulevard  sports  car 

iasoline-  or  Diesel-powered,  this 
ew  Coupe  is  no  faddish  "personal" 
ar  but  a  lithe  five-passenger  machine 
ou  will  prize  as  much  for  its  quick 
eflexes  as  for  its  elegant  lines. 

You  sit  cradled  within  a  wheelbase 
if  only  106.7  inches,  less  than  a  foot 
anger  than  the  close-coupled  450SL 
'oadster.  You  should  find  yourself 
legotiating  even  tight  mountain 
urves  with  a  sense  of  ample  road  to 
pare,  slipping  through  city  traffic  like 
fish.  Chances  are,  within  a  few  days 
ou  will  stop  having  to  envy  sports  car 
Irivers  forever. 

But  family  men  can  rest  assured, 
'here  is  not  only  a  full  rear  seat  but  a 
ear  seat  that  nearly  equals  the  280E 
iedan  for  headroom.  And  there  is 
lot  only  a  full  trunk  but  a  trunk  with 
he  same  12.6  cubic  feet  of  space  as 
he  280E. 

Some  people  don't  understand  how 
/lercedes-Benz  builds  such  space - 
■fficient  cars.  Mercedes-Benz  doesn't 
inderstand  how  to  build  anything 
!lse. 

Worth  its  weight  in  strength 

The  new  Coupe's  taut  profile  is  aero- 
lynamically  "clean."  Put  under  an 
(  ray,  it  would  be  revealed  as  the  skin 
Jver  a  steel  cage  welded  at  4900 
pints  to  a  steel  platform,  forming  a 
nonocoque  structure. 

The  engineers  braced  that  sheet- 
steel  floor  with  cross  members  to 
lelp  stiffen  the  midsection.  And 


although  the  side  windows  are  pillar- 
less,  the  concealed  "B"  pillar  provides 
additional  structural  integrity. 

Straight-line 
braking  stability 

Engineers  and  not  stylists  are  the 
heroes  behind  the  Coupe.  If  this  134- 
ton,  five-passenger  machine  seems  to 
corner  Hatter  and  grip  the  road  more 
tenaciously  than  you're  accustomed 
to,  credit  them. 

They  in  turn  would  credit  tech- 
nological nuggets  like  full}-  indepen- 
dent suspension,  and  zero  offset 
steering  with  straight-line  stability, 
even  in  panic  stops. 

Panic  stops  are  further  softened  by 
4-wheel  disc  brakes.  Mercedes-Benz 
would  never  build  a  Coupe  or  any 
other  car  without  them. 

But  handling  brilliance  is  only  half 
the  tale.  The  other  half  is  the  ride: 
Over-the-road  decorum  worthy  of  an 
expensive  motor  car.  A  cine-.  The 
shock  absorbers'  lower  chambers  are 
pumped  full  of  nitrogen  gas  as  an 
extra  cushion  against  vibration. 

Power  assists  a  purist  can  love 

No  brute  force  is  needed  to  pilot  your 
Coupe  about.  Power  steering,  power 
brakes,  and  a  4-speed  automatic  trans- 
mission slightly  smoother  than  the 
human  hand  are  standard  features. 
Wives  will  approve.  And  so  will  driv- 
ing purists-because  these  laborsaving 
devices  have  been  designed  to  pre- 
serve driving  "feel"  at  all  costs. 

Not  a  superficial  ounce  of 
chrome 

Doors  over  four  feet  wide  swing  open 
to  reveal  a  meticulously  ordered  cock- 
pit. Electric  windows,  bi-level  cli- 
mate control  and  AM/EM  stereo  radio 
are  all  built  in,  but  the  mood  is  less 


opulent  than  crisply  businesslike. 

For  instance,  the  interior  has  no 
dazzling  chrome  knickknacks  to  con- 
fuse the  driver's  field  of  vision.  Glare 
free  gauges  are  placed  so  you  can 
check  them  without  breaking  visual 
contact  with  the  road. 

The  anatomically  contoured  twin 
front  seats  are  thickly  padded,  their 
springs  tuned  to  the  car's  suspen- 
sion. The  backrests  lock  in  place 
pneumatically. 

And  the  walnut-root  veneer  that 
trims  the  instrument  panel  and 
covers  the  console  is  real  walnut-root 
veneer. 

A  delicious  dilemma 

Which  engine  version  belongs  in  your 
Coupe? 

Classicists  will  feel  most  at  home 
with  the  280CE  and  the  familiar  traits 
of  its  gasoline  power  plant-supple 
and  responsive  in  the  sporting  Coupe 
manner.  And  hardly  a  mundane 
choice:  The  280CE  marks  the  zenith  of 
Mercedes-Benz  six -cylinder  engine 
development. 

The  300CD  allows  Coupe  devotees 
to  combine  their  love  for  elegance 
with  common-sense  motoring,  and 
Diesel  devotees  to  combine  their  love 
for  common-sense  motoring  with  ele- 
gance. The  power  of  its  5-cylinder 
engine  is  one  surprise,  the  lack  of 
noise  and  roughness  is  another.  That 
it  offers  the  established  advantages  of 
a  Diesel  should  be  no  surprise. 

But  there  is  ultimately  only  one  way 
to  decide  which  Coupe  best  suits  your 
needs.  See  your  Mercedes-Benz 
dealer  and  experience  them  both. 


The  creative  electric  company  hides 
362,000 volts  in  mid-Manhattan. 


The  building  in  the  left  center  fore- 
ground houses  an  electrical  switching 
substation.  One  large  enough  to  protect 
about  one-sixth  of  Manhattan's  needs. 
Yet  it  takes  less  than  1 0%  of  the  space 
of  a  comparable  standard  substation— a 
very  important  consideration  with 
premium-priced  real  estate. 

The  secret  to  its  small  proportions  is 
a  gas-insulation  technology  developed 
by  Gould's  Electrical  Systems  Group. 

An  entire  switching  station  can  fit  in 
the  ground  floor  of  a  skyscraper  or 


be  covered  with  a  park  or  plaza.  This 
helps  utilities  meet  their  desires  for 
environmental  aesthetics. 

As  electricity  becomes  a  larger 
source  for  meeting  our  nation's  energy 
requirements,  Gould's  growth  oppor- 
tunity in  electrical  equipment  will 
surely  increase.  We  concentrate  on 
products  that  transmit,  distribute,  store, 
control  and  convert  electrical  energy. 

In  fact,  over  70%  of  our  business  is 
in  these  areas.  So  the  electric  economy 
provides  a  firm  base  for  our  growth. 


Our  commitment  to  product  devel- 
opment and  management  performanc 
assures  a  continuation  of  our  record  c 
above-average  growth. 

If  you'd  like  to  know  more  about  the 
new  Gould,  please  write  Gould  Inc. 
1 0  Gould  Center,  Rolling  Meadows 
Illinois  60008. 


■>  GOULD 


Finance 


\  Anything  they  can  do  we 
i  think  most  executives  of  i 
i  insurance  companies — un 

1  The  money  is  always  greener  on  some 
H  other  side  of  the  finance  industry.  Life 
insurance  companies  would  like  to  be  in 
property  and  casualty  insurance,  casual- 
ty companies  are  organizing  and  market- 
ing mutual  funds,  stock  brokers  would 
like  nothing  better  than  to  develop  large 
investment  advisory  operations,  while 
banks  that  already  have  advisory  and 
money  management  operations  in  their 
trust  departments  want  to  sell  stock.  In 


Finance — Consumer  Finance:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year  5-Year 

Profit 

5- Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank  Average 

Margin 

Average 

Rank 

Average 

Rank 

FINANCE  COMPANIES 

Household  Finance 

13.2% 

1 

13.4% 

1.8 

6.6% 

1  6.6% 

3.4% 

12.3% 

2 

1.8% 

3 

Beneficial  Corp 

12.9 

2 

10.6 

1.9 

5.5 

3  5.8 

4.4 

7.1 

3 

2.7 

2 

CIT  Financial 

12.0 

3 

10.0 

2.1 

5.5 

2  6.1 

13.5 

5.2 

4 

4.1 

1 

Control  Data 

4.7 

4 

5.9 

0.5 

5.0 

4  4.3 

2.5 

12.4 

1 

-0.1 

4 

Medians 

12.5 

10.3 

1.9 

5.5 

6.0 

3.9 

9.7 

2.3 

FINANCIAL  SERVICES 

Marsh  &  McLennan  Cos 

30.0% 

1 

31  9% 

0.0 

31.2% 

1  28.9% 

13.5% 

14.2% 

8 

13.0% 

6 

E  F  Hutton  Group 

18.4 

2 

17.2 

0.3 

14.6 

2  14.7 

5.6 

17.8 

4 

17.5 

3 

Fedl  Natl  Mortgage 

17.4 

3 

15.6 

27.5 

4.0 

17  4.2 

5.5 

18.8 

3 

20.8 

1 

American  Express 

16.8 

4 

19.1 

0.2 

16.3 

3  14.3 

7.2 

14.2 

9 

17.2 

4 

American  Financial 

15.3 

5 

28.6 

3.1 

7.9 

14  6.6 

3.6 

47.6 

1 

11.7 

8 

Walter  E  Heller  Intl 

14.3t 

6 

12.6 

2.1 

6.7 

12  7.4t 

7.9 

6.8it 

16 

1.4** 

15 

Imperial  Corp  of  Am 

13.6 

7 

16.9 

0.0 

16.6 

4  13.2 

13.4 

21.7 

2 

16.8 

5 

First  Charter  Finl 

13.0 

8 

16.5 

0.0 

16.6 

5  13.0 

16.0 

16.0 

6 

12.8 

7 

Merrill  Lynch  &  Co 

12.6 

9 

9.8 

0.0 

9.9 

6  12.4 

5.6 

11.7 

11 

3.8 

12 

Sears,  Roebuck 

12.4 

10 

15.1 

0.3 

12.2 

9  10.6 

5.4 

8.3 

14 

5.1 

11 

H  F  Ahmanson 

12.3 

11 

17.2 

0.0 

17.2 

7  12.3 

11.0 

17.7 

5 

9.5 

10 

Gt  Western  Financial 

11.7 

12 

16.1 

0.0 

15.6 

8  11.3 

12.1 

12.8 

10 

19.6 

2 

Transamerica 

11.1 

13 

17.1 

0.7 

11.2 

11  7.8 

5.0 

10.1 

13 

9.9 

9 

Investors  Div  Svcs 

9.9 

14 

15.5 

0.5 

10.5 

13  6.8 

11.1 

7.3 

15 

-2.3 

16 

Paine  Webber 

9.5 

15 

14.6 

0.4 

10.9 

10  8.6 

3.9 

14.3 

7 

1.6 

14 

Avco 

7.7 

16 

16.3 

0.9 

8.4 

15  5.5 

4.5 

2.7 

18 

2.1 

13 

Bache  Group 

4.0 

17 

2.0 

0.3 

2.1 

18  4.0 

0.8 

5.4 

17 

-5.8 

17 

Reliance  Group 

def 

18 

69.5 

1.6 

12.0 

16  5.3 

4.3 

11.3 

12 

-47.5 

18 

Medians 

12.5 

16.4 

0.3 

11.6 

9.6 

5.6 

13.5 

9.7 

Industry  Medians 

12.5 

15.9 

0.5 

10.7 

7.6 

5.6 

12.4 

4.6 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  average.      tt  Three-year  growth.      def  Deficit 


can  do  better, 
)anks,  brokers, 
itil  they  try. 


fact,  banks  would  like  to  participate  in 
just  about  everything. 

Within  the  banking  sector,  commer- 
cial banks,  mutual  savings  banks,  savings 
and  loan  associations  and  credit  unions 
try  to  engage  in  what  each  perceives  as 
the  lucrative  aspects  of  the  others' 
businesses. 

The  reality  can  be  far  from  the  dream. 
For  most  financial  corporations,  expan- 
sion into  new  fields  has  been  costly.  So 


expensive,  in  fact,  that  programs  to  un- 
load now  often  take  precedence  over 
acquisitions. 

Sometimes  the  diversifications  worked 
reasonably  well,  as  when  mighty  Metro- 
politan Life  Insurance  Co.  moved  into 
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the  personal  property  and  liability  mar- 
ket by  setting  up  its  Metropolitan  Prop- 
erty &  Liability  Insurance  subsidiary. 
One  objective  was  to  provide  its  agents 
with  every  kind  of  insurance  most  indi- 
viduals want  and  thus  to  help  stabilize 
agent  turnover.  Four  years  ago,  no  more 
than  63%  of  a  typical  life  insurance  sales 
force  would  stay  on  past  the  first  year. 
Now,  the  retention  rate  is  beyond  70% 


for  the  few  companies  that  have  property 
as  well  as  life  policies  to  sell. 

Metropolitan  Property  &  Liability  is 
only-a  few  years  old,  but  it  already  has 
$41  million  in  annual  premium  volume. 
Other  big  life  insurers  are  taking  a'simi- 
lar  path.  Much  larger  is  the  Prudential 
entry,  with  premium  volume  of  $390 
million.  Equitable  has  a  small  pilot  oper- 
ation,   Equitable    General,  headquar- 


tered in  Ft.  Worth,  Tex.  that  is  now 
serving  18  states  in  the  Southwest  and 
West  but  which  is  scheduled  to  go  na- 
tional state-by-state  beginning  this  year. 
Equitable's  premium  income  of  about 
$17  million  for  1977  is  well  under  the 
John  Hancock  participation,  $125  million 
last  year;  Hancock  sells  property  and 
casualty  insurance  in  affiliation  with  Sen- 
try Insurance. 


Finance — Banks:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total 

Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

IZ  Months 

Ratio 

12  Months 

n._i. 

KanK 

Average 

Margin 

Average 

Rank 

Average 

Rank 

NEW  YORK  BANKS 

Citicorp 

16.2% 

1 

14.7% 

0.7 

10.4% 

2 

12.9% 

7.4% 

25.7% 

1 

15.4% 

1 

J  P  Morgan  &  Co 

1C  7 

15. ' 

d. 

0.4 

1  i.b 

1 
1 

12.9 

11.7 

22.0 

5 

12.7 

2 

Mfrs  Hanover  Corp 

14.8 

3 

14.3 

0.5 

11.2 

3 

12.7 

8.1 

23.8 

2 

12.1 

3 

Bank  of  New  York 

13.6 

4 

11.1 

0.2 

9.7 

4 

11.4 

8.9 

11.5 

9 

6.0 

5 

rhartar  KIolas  Vr»rL 

i*iidiier  new  iuik 

11.6 

5 

10.6 

n  a 

9.0 

6 

P.  Q 

O.J 

7  n 

17.5 

7 

7.8 

4 

Chemical  New  York 

11.4 

6 

11.2 

0.5 

8.5 

5 

9.3 

5.5 

22.4 

3 

5.9 

6 

Chase  Manhattan  Corp 

10.6 

7 

7.5 

0.5 

6.2 

8 

8.4 

4.0 

22.4 

3 

3.4 

7 

Bankers  Trust  NY 

mo 

p 

0 

7  ft 

0.4 

£  Q 

7 
1 

8.5 

4.1 

20.1 

6 

1.7 

8 

Marine  Midland  Banks 

6.6 

9 

4.2 

0.5 

3.9 

9 

5.4 

2.5 

12.9 

8 

-13.1 

9 

Medians 

11.6 

11.1 

0.5 

9.0 

9.3 

7.0 

22.0 

6.0 

ritUiU'lHL  DMIll. J 

Mit^hioan  Nat  i  Anal 
IVll(*lllgall  lidllUi  idl 

1  7  7°/ 
I  /  .  /  /o 

1 
1 

1 7  n°/ 

J./.UTO 

n  a. 

16.  £  /o 

c 

D 

1  ^!  A°L 

1U  .D  /o 

13.6% 

28 

12.3% 

6 

Bomihlif  nf  Tovac 
f\C}JUL>lll.  Ul  ICAd) 

17.3 

2 

21.3 

n  a 

16.1 

4 

1  7  fi 

1  /  .0 

23.6 

7 

18.7 

1 

Firct  Intl  FKhs 
riot  1 1 hi  d>i is 

16.7 

3 

16.2 

0  3 

13.3 

2 

14  7 

12  2 

31.7 

3 

14.2 

3 

R^nkAmnrir^  C nrn 

Dal tUMMiCl  ll*d  V, Ul  \J 

( 16.5 

4 

15.9 

0  4 

12.0 

6 

13  1 

7  4 

21.2* 

8 

12.5 

5,  

Texas  Commerce  Bshs 

'  16.3" 

\> 

16.0 

0.2 

14.8 

1 

16.2 

12.9 

33.3 

1 

14.8 

2 

CVinti  nonfat  1  Minnie 

\*Kt\  till  Id  1  lal  IIIIIIUI3 

1/1  Q 

b 

10. U 

0  3 

1  O  Q 

id..  3 

-7 

12  8 

25.8 

6 

12.8 

4 

JCal  !l  Jl 

14. o 

■7 

0.2 

1  O  1 
Id.  1 

O 
O 

14  5 

9.7 

17.7 

16 

10.2 

11 

Fif^t  Citv  Ranmrn 

1  1191  WILT  UallliWlU 

14.5 

8 

13.7 

0.2 

12.5 

8 

12.6 

10.5 

32.7 

2 

11.2 

8 

FirQt  Rank  ^uciAm 

14.0 

9 

13.2 

n  ^ 

u.o 

10.8 

10 

1 1  Q 

11-7 

1 1 

11.0 

14.9 

24 

7.6 

17 

1  a  n 

1U 

no 
lo.y 

0  a 

1U.4 

1  1  P. 
1  1  .D 

15.5 

23 

9.6 

12 

Wachovia  Corp 

10. b 

1 1 

n  1 

0.1 

11.4 

9 

12.2 

11.7 

13.8t 

26 

8.6t 

14 

First  Chicago  Corp 

13.3 

12 

11.6 

0.4 

8.9 

16 

10.7 

7.8 

26.6 

5 

11.2 

9 

Harris  Bankcorp 

13.2 

13 

11.2 

0.3 

9.7 

14 

11.0 

9.5 

17.5 

17 

11.8 

7 

12.6 

14 

13.8 

10.9 

22 

Q  A 

7  7 

18.2 

15 

10.9 

10 

Nortrust  Corp 

12.6 

15 

11.4 

0.3 

9.8 

13 

11.1 

10.0 

16.7 

19 

8.6 

13 

Philadelphia  Natl 

12.4 

16 

11.2 

0.4 

8.9 

18 

10.3 

8.7 

18.5 

14 

3.8 

22 

Natl  Detroit  Corp 

12.3 

17 

11.9 

0.2 

10.4 

17 

10.4 

11.7 

13.1 

30 

7.5 

18 

Western  Bancorp 

11.6 

18 

12.5 

0.3 

10.3 

21 

9.5 

7.3 

13.5 

29 

4.2 

21 

CleveTrust  Corp 

11.5 

19 

11.3 

0.0 

11.4 

12 

11.5 

14.8 

13.7 

27 

8.6 

15 

Security  Pacific 

11.4 

20 

13.3 

0.2 

11.7 

15 

10.8 

7.4 

18.5 

13 

5.7 

19 

Fidelcor 

11.3 

21 

8.3 

0.6 

6.6 

23 

8.7 

5.7 

15.6 

22 

-3.3 

27 

NCNB 

11.2 

22 

10.6 

0.8 

7.6 

24 

8.2 

7.7 

19.3 

11 

1.0 

25 

Crocker  Natl  Corp 

10.9 

23 

12.2 

0.5 

8.6 

25 

8.0 

6.1 

16.1 

20 

1.2 

24 

First  Penna  Corp 

10.9 

24 

8.9 

0.8 

6.3 

27 

7.9 

4.6 

17.1 

18 

-5.6 

29 

Mellon  National  Corp 

10.8 

25 

10.4 

0.3 

9.1 

19 

10.0 

10.5 

"  18.9 

12 

7.6 

16 

BancOhio  Corp 

10.6 

26 

10.3 

0.1 

9.5 

20 

10.0 

9.1 

19.5 

10 

4.6 

20 

First  Natl  Boston 

10.3 

27 

8.3 

0.8 

6.2 

26 

7.9 

5.5 

19.6 

9 

2.1 

23 

Southeast  Banking 

10.0 

28 

6.7 

0.7 

5.7 

28 

7.7 

5.0 

26.8 

4 

-4.0 

28 

Girard 

9.9 

29 

11.3 

05 

8.7 

29 

7.7 

7.5 

16.1 

20 

-1.3 

26 

Union  Bancorp 

8.6t 

30 

9.1 

0.3 

7.8 

30 

7.3t 

6.2 

-6.5M 

33 

-6.  It* 

30 

First  Wisconsin  Corp 

7.8 

31 

8.4 

0.6 

6.8 

32 

6.3 

5.2 

14.7 

25 

-7.3 

31 

Citizens  &  Southern 

7.1 

32 

4.0 

0.1 

4.1 

31 

6.9 

3.0 

12.2 

31 

-13.6 

33 

BanCal  Tri-State 

4.5 

33 

4.7 

0.5 

4.0 

33 

3.8 

2.4 

11.4 

32 

-13.6 

32 

Medians 

12.3 

11.6 

0.3 

9.8 

10.4 

8.7 

17.5 

7.6 

Industry  Medians 

12.0 

11.4 

0.4 

9.7 

10.4 

7.8 

18.0 

7.6 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


NOTE:  Explanation  of  Yardstick  calculations  on  page  38       t  Four-year  average.      t  Four-year  growth.      tt  Three-year  growth. 
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TAPE  ALL  YOUR 
PHONE  CALLS! 


TELE-RECORDER  tm  150 

$391fe 

{includes  shirtninn  ^^Bt^^^JKr 


(includes  shipping 
and  handling) 


FCC  APPROVED 


Automatically  records  all  your  telephone 
conversations,  both  incoming  and  out- 
going. The  Tele-Recorder  150,  is  simple 
to  install,  plugs  into  any  telephone  jack 
and  your  tape  recorder.  Other  telephone 
connections  are  just  as  easy.  It  starts 
recording  when  you  lift  the  receiver  and 
stops  automatically  when  you  hang  up. 
Have  a  complete  and  accurate  record  of 
all  phone  conversations,  orders,  instruc- 
tions, with  no  errors  in  transcription. 

•  No  monthly  •  Activates  as  soon  as 
Telephone  Company     you  lift  the  receiver. 

char9es-  •  All  Solid-State 

•  Simple  to  install       .  No  power  necessary 

•  Unit  connects  to  any  .  ,  guarantee 
tape  recorder  with  '  s 

a  remote  input. 

TELE-ACCESSORIES  Inc. 

11  East  37th  Street,  New  York,  NY  10016 

800-221-2424 

(In  New  York  State,  call  (212)736-0222) 

Telephone  or  Mail  Orders  Accepted. 
Master  Charge,  Visa,  American  Express,  Diners  Club. 


Edward  J.  McAlenney,  director  of  re- 
search for  Conning  &  Co.,  a  Hartford, 
Conn,  securities  firm  which  specializes 
in  insurance  stocks,  predicts  that  by  1981 
mutual-life  companies  will  capture  close 
to  6%  of  the  consumer  auto  and  home- 
owner volume,  up  from  1.2%  in  1976. 
This  would  mean  a  compound  rate  of 
growth  of  56%  in  mutual-life  company 
auto  and  home-owner  premiums,  while 

i  the  remainder  of  the  industry  will  be 
achieving  11.9%  annual  growth.  But  in 
time,  premium-rate  competition  should 
stiffen.  Will  the  industry  still  be  as  at- 
tractive as  it  is  now? 

The  big  life  companies  were  lucky  in 
that  they  entered  the  property  and  casu- 
alty field  at  such  a  favorable  time,  which 
may  well  cover  their  "entry  fee"  and 

!  enable  them  to  minimize  losses  right 
from  the  start.  After  three  lean  years  of 
minimal  premium  rate  adjustment  and 

.  huge  underwriting  losses,  the  casualty 

i  and  property  insurance  industry  is  finally 
experiencing  a  resurgence  of  profits  that 
some  analysts  think  will  amount  to  40% 

'  when  the  final  figures  for  1977  are  in, 

!  with  a  further  20%  rise  expected  in  1978. 
Companies  writing  solely  property  and 
casualty  lines  did  even  better,  with  a 
60%  profit  gain  in  1977  and  another  27% 
expected  this  year. 

Earnings  gains  of  this  magnitude 
should  lift  the  return  on  equity  among 
property  and  casualty  companies  from 
the  relatively  low  levels  of  the  past  five 
years  and  enhance  the  position  of  the 
group.  St.  Paul  Cos.,  which  had  a  cata- 
strophic 1974  when  its  statutory  reserve 
position  was  depleted  by  losses  in  its 
stock  investment  portfolio,  came  out  of 
three  consecutive  years  of  underwriting 
strain  with  insurance  profits  of  $37  mil- 
lion in  the  nine  months  ended  Sept.  30. 
In  the  like  period  of  1976,  the  company 

[  showed  an  underwriting  loss  of  $3.3  mil- 
lion. You  couldn't  ask  for  a  nicer  turn- 
around than  that. 

While  St.  Paul's  earnings  are  rising  at 
least  as  rapidly  as  other  property-casual- 
ty companies,  it  is  setting  the  stage  for 

i  further  gains  through  a  new  "claims- 

i  made"  format  instead  of  the  traditional 
"for  all  time "  liability  policies.  This  tech- 

i  nique,  applied  to  medical  malpractice 
and  other  professional  liability  lines,  no- 
tably lawyers'  liability,  covers  only 
claims  made  during  the  year  of  the  pre- 

:  mium  payment — not,  as  was  long  the 
case,  claims  made  in  later  years  when 
costs  and  settlements  may  have  expand- 
ed substantially. 

But  while  St.  Paul's  basic  business  was 
improving,  its  diversification  was  not.  Its 

i  wholly  owned  bond  house,  John  Nuveen 
&  Co.,  earned  only  $5.1  million  at  the 
nine-month  mark,  down  from  $7. 1  mil- 
lion the  year  before.  Acquired  in  1974, 
Nuveen  had  been  producing  rising  earn- 
ings for  St.  Paul  until  this  year. 

Among  banks,  the  less  the  diversifica- 


Latecomer:  Luckily,  says  Seafirst  Chair- 
man William  Jenkins,  his  bank  came  late 
to  the  holding  company  party. 


tion  the  better  have  been  the  results. 
For  example,  take  Seafirst  Corp.  of  Seat- 
tle, the  parent  company  of  Seattle-First 
National  Bank— the  U.S.'  21st  largest— 
and  also  the  parent  of  a  mortgage  com- 
pany, a  leasing  company,  a  computer- 
services  corporation  and  a  credit-insur- 
ance company. 

For  all  the  efforts  lavished  on  them, 
nonbanking  businesses  accounted  for 
only  about  one-tenth  of  1976  profit. 
"Fortunately  for  us,"  declared  Chairman 
William  M.  Jenkins,  "we  were  late  in 
forming  a  bank  holding  company,  partly 
because  state  law  did  not  permit  it  at  first 
and  partly  because  we  like  to  think  a  long 
while.  As  a  result  we  did  not  expand 
heavily  out  of  normal  banking.  We  are 
not  in  consumer  finance  nor  in  stock 
market  advisory.  We  don't  have  much  to 
divest. 

"We  missed  most  of  the  real  estate 
losses,  although  we  did  book  more  than  I 
would  have  liked.  The  banks  that  have 
diversified  generally  regret  what  they 
have  done  and  would  like  to  pull  out. 

"The  diversification  we  have  today  is 
relatively  minor  and  will  not  ultimately 
be  a  major  part  of  our  activities,  "  Jenkins 
went  on.  "I  am  not  a  great  touter  of 
diversification  in  the  broad  sense  of  the 
word.  We  have  not  done  it  and  we  have 
avoided  a  lot  of  the  pitfalls.  " 

Ironically,  though,  while  bank  diversi- 
fication is  in  retreat,  the  distinctions  be- 
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must 

make 
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tween  banks  and  other  financial  institu- 
tions are  narrowing.  Carter  Golembe, 
the  nationally  known  banking  adviser, 
noted  that  competition  is  increasing 
among  banks  and  also  among  the  differ- 
ent types  of  financial  institutions. 

"In  the  past,  ic  was  possible  to  distin- 
guish between  various  kinds  of  institu- 
tions. Thus,  for  example,  a  clear  and 
rather  sharp  line  was  drawn  between 
commercial  banking  and  investment 
banking.   Similarly,  depository  institu- 


tions of  various  types  could  be  neatly 
categorized,  and  each  group  could  be 
provided  with  its  own  regulator)  system, 
so  that  in  1933  it  was  not  difficult  to  tell  a 
commercial  bank  from  a  depository  thrift 
institution. 

"Today  the  neat  lines  are  fuzzed  or 
bent  out  of  shape,  and  in  some  instances 
have  even  disappeared.  This  is  bringing 
a  world  in  which  the  pricing  of  main 
services  will  be  on  an  explicit  rather  than 
an  implicit  basis." 


Maurice  Mann,  president  of  the  Fed- 
eral Home  Loan  Bank  of  San  Francisco, 
makes  a  good  point.  He  argues  that  the 
old-line  deposit  institutions — banks  and 
savings  and  loans — are  not  so  much  com- 
peting with  each  other  as  with  nonfinan- 
cial  corporations  who  are  also  after  the 
consumer  dollar:  Sears,  Roebuck,  for  ex- 
ample, or  the  oil  companies. 

In  other  words,  the  financial  institu- 
tions don't  have  to  come  to  diversifica- 
tion; diversification  has  come  to  them.  ■ 


Finance — Insurance:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

LIFE 

Combined  Insurance 

21.6% 

1 

20.4% 

0.0 

19.8% 

1 

20.8% 

13.1% 

12.1% 

4 

12.9% 

6 

Provident  Life  &  Acc 

17.3 

2 

17.0 

0.0 

17.0  ' 

2 

17.3 

5.8 

12.6 

3 

17.1 

USLIFE 

16.6 

3 

16.0 

0.3 

13.2 

4 

13.7 

11.9 

12.8 

2 

13.7 

3 

Franklin  Life  Ins 

15.5 

4 

16.2 

0.0 

16.1 

3 

15.5 

13.4 

8.7i4 

10 

10.9tt 

10 

Southwestern  Life 

13.6 

5 

13.7 

0.0 

13.7 

5 

13.6 

10.1 

5.0 

14 

12.7 

7 

Jefferson-Pilot 

13.0 

5 

13.3 

0.0 

13.3 

6 

13.0 

12.8 

9.5 

9 

13.4 

4 

Liberty  Natl  Life 

12.6 

7 

12.6 

0.0 

12.5 

7 

12  6 

15.3 

10.3t 

7 

9.8t 

11 

Capital  Holding  Corp 

12.5 

8 

12.7 

0.0 

12.5 

8 

12.3 

14.4 

10.1 

8 

.  13.1 

5 

Republic  Natl  Life 

11.8 

9 

13.0 

0.0 

13.0 

9 

11.8 

3.3 

2.1tt 

15 

-1.38 

14 

NLT 

11.1 

10 

11.3 

0. 1 

i  i.o 

10 

1 1.0 

19.1 

7.9 

12 

11.7 

8 

Gulf  United 

11.1 

11 

11.7 

0.4 

9.4 

11 

10.0 

9.3 

11.5 

5 

4.3 

12 

American  Natl  Finl 

9.4 

12 

10.4 

0.0 

10.3 

12 

9.3 

7.8 

8.3 

11 

14.9 

2 

Washington  Natl  Corp 

9.1 

13 

9.7 

0.2 

8.4 

14 

8.0 

2.8 

15.2 

1 

4.1 

13 

Nationwide  Corp 

9.0 

14 

9.4 

0.1 

9.2 

13 

8.9 

5.0 

10.9 

6 

11.3 

9 

Business  Men's  Assur 

4.4 

15 

13.8 

0.6 

11.1 

15 

4.5 

6.8 

7.6t 

13 

-17.2* 

15 

Medians 

12.5 

13.0 

0.1 

12.5 

12.3 

10.1 

10.1 

11.7 

FIRE  &  CASUALTY 

unio  casualty 

18. 1% 

1 

26.0% 

U.U 

25.2% 

17.8% 

8.2% 

13.3% 

4 

8.6% 

7 

General  Reinsurance 

17.8 

2 

21.3 

0.1 

20.4 

2 

17.1 

11.7 

16.4 

2 

17.1 

1 

Kemper  Corp 

15.3 

3 

24.0 

0.0 

22.7 

3 

14.9 

6.1 

18.2 

1 

10.8 

2 

Hanover  Insurance 

14.5 

4 

25.5 

0.0 

23.9 

5 

13.8 

6.6 

13.lt 

5 

9.0t 

5 

U  S  Fidelity  &  Gty 

14.0 

5 

25.3 

0.0 

25.3 

4 

13.9 

9.1 

11.0 

9 

10.7 

3 

ERC 

12.5 

6 

15.7 

0.2 

13.2 

6 

11.8 

5.3 

14.8t 

3 

5.0t 

8 

Crum  &  Forster 

12.1 

7 

19.8 

0.0 

18.5 

7 

11.3 

6.2 

12.6 

6 

9.3 

4 

Continental  Corp 

9.7 

8 

14.5 

0.1 

13.4 

8 

9.0 

7.9 

8.5 

11 

8.9 

6 

Amer  Re-Insurance 

7.4 

9 

17.7 

0.0 

17.7 

9 

7.4 

5.7 

11.5 

8 

-8.1 

10 

NN  Corp 

5.9 

10 

16.7 

0.0 

16.5 

10 

5.6 

4.7 

11.8 

7 

-7.6 

9 

Govt  Employees  Ins 

def 

11 

50.2 

0.5 

22.6 

11 

def 

6.6 

10.3 

10 

P-D 

11 

Medians 

12.5 

21.3 

0.1 

20.4 

11.8 

6.6 

12.6 

8.9 

MULTIPLE  LINE 

Colonial  Penn  Group 

31.3% 

1 

26.1% 

0.0 

26.1% 

1 

30.5% 

10.4% 

30.1% 

1 

28.4% 

1 

American  Intl  Group 

25.6 

2 

23.2 

0.1 

22.0 

2 

23.2 

8.6 

18.5 

2 

23.8 

2 

St  Paul  Companies 

16.7 

3 

25.6 

0.2 

22.6 

4 

14.9 

9.3 

.  15.5t 

4 

10.6t 

6 

Connecticut  General 

15.2 

4 

17.1 

0.0 

17.3 

3 

15.3 

5.3 

11.8 

7 

17.1 

3 

Aetna  Life  &  Cas 

12.8 

5 

20.0 

0.2 

17.8 

5 

11.8 

4.4 

11.1 

11 

14.4 

4 

Safeco 

12.7 

6 

20.7 

0.4 

15.3 

7 

10.2 

10.9 

11.8 

8 

8.7 

8 

Amer  Genl  Insurance 

12.4 

7 

17.3 

0.1 

13.1 

6 

10.2 

7.2 

13.2 

6 

12.0 

5 

Chubb 

10.7 

8 

17.0 

0.1 

15.1 

9 

9.9 

6.5 

13.8 

5 

2.6 

11 

Travelers 

10.6 

9 

13.7 

0.1 

12.8 

8 

9.9 

3.4 

11.3 

10 

10.0 

7 

Lincoln  Natl  Corp 

9.9 

10 

12.9 

0.0 

11.8 

10 

9.6 

6.9 

11.4 

9 

6.3 

9 

INA 

9.4 

11 

13.0 

0.0 

13.3 

11 

9.6 

4.0 

16.4 

3 

6.3 

10 

CNA  Financial 

def 

12 

12.3 

0.4 

6.7 

12 

0.8 

2.8 

5.8t 

12 

P-D 

12 

Medians 

12.6 

17.2 

0.1 

15.2 

10.2 

6.7 

12.5 

10.3 

Industry  Medians 

12.5 

16.5 

0.1 

14.4 

11.8 

7.1 

11.7 

10.3 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  growth.      tt  Three-year  growth.      P-D  Profit  to  deficit.      def  Deficit. 
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The  goose  is  alive. 

In  South  Carolina,  we  have  sanetu-  ( iRE&T  TOWNS  offer  exceptional-  in- 
aries  which  protect prof its  because  we  kiioyv  centives  such  as  industrial  revenue  bonds, 
llml  healthy  business  is  the  goose  that  lays  special  tax  exemptions,  and  no-cost  eni- 
the  golden  egg.  plovcc  training  programs.  Together,  these  in- 
Providing  an  environment  for  biisi-  cent  ives  provide  such  a  healthy  environment 
ness  to  grow  and  prosper  is '  especial!  yjmpor-  for  industry  that  in  South  Carolina  fewer 
tan!  to  our  small-  and  medium-sized  towns.  businesses  experience  failure  than  in  any 
For  generat  ions  t  hey  have  been  the  home  of  other  state  in  the  nation, 
people  who  believe  in  giving  a  good  day's  Find  out  how  your  industry  can  share 
work  for  a  good  day's  pay  ..  .'people  who  ap-  the  wealth  of  a  South  Carolina  GREAT 
preeiate  and  respect  businesses.  TOWN.  Write  or  call  the  professional  team: 
The  very  best  of  these  towns  have  South  Carolina  State  Development  Board, 
earned  the  Governor's  Rural  Economic  Robert.  E.  Leak,  Director,  Suite  418,  P.  O. 
Achievement  Trophy  as  recognition  of  their  Box  927,  Columbia,  South  Carolina  29202 
preparedness  as  a  superior  location  for  in-  (803)  758-3145.  TWX  810-666-2628. 
dustry.  In  South  Carolina,  the  title  GREAT 
TOWN  is  not  easily  earned. 


South  Carolina 


We  drove  this  2Vi  ton  Rolls-Royce  over  a  bridge 


The  point  is  that 
paper  can  be  stronger 
than  you  think. 
Especially  if  it's  in  the 
form  of  corrugated 
box  material. 

The  roadbed  of 
this  bridge  was  made  out  of  six  layers  of  triple- 
wall  corrugated— a  material  which  St.  Regis 
is  a  major  producer  of.  The  verticals  were  made 
of  five  layers,  and  the  triangles  of  four. 

Triplewall  is  made  up  of  three  layers  of 
the  corrugated  "medium"  and  four  layers  of 
linerboard,  as  shown  below.  And  it  can  with- 
stand 1 , 1 00  lbs.  per  square  inch  of  puncture 
pressure  on  its  side.  And  on  its  edge,  a 
12  x  12  in.  piece  can  take  930  lbs. 
A  mere  seven  layers  of  paper! 

What  makes  corru- 
gated so  strong? 

The  strength  of  cor- 
rugated isn't  only  in  the  * 
paper  itself.  It's  the  structure. 
The  shape  of  the  medium  is  one  of  the 
strongest  structures  known.  In  Colonial 


*  .*  A 


Virginia  walls  like  the  one  shown  here,  were 
built  in  the  corrugated,  or  serpentine  form 
And  they're  still  standing  today,  although 
they're  only  one  brick  thick. 

The  greatest  strength  of  corrugated  is  in 
the  vertical  direction, 
where,  as  long  as  it 
maintains  the  vertical— 
which  the  box  shape 
tends  to  help  it  do— it  will 
support  phenomenal  weights. 
How  corrugated  is  made. 
Corrugated  is  a  sand- 
wich.  A  wavy  corrugated  medium 
is  squeezed  between  two  rollers 
with  meshing  teeth  as  shown  on 

the  right.  That's  the  meat  of  th 
sandwich.  The  bread  is  two 
layers  of  heavy  paper  calla 
linerboard.  These  three  are 
glued  together  and  the  result  is 
one  of  the  strongest  and  most  versati 
packaging  materials  around 
Of  course,  you  can  also  make  corrugate( 
with  two,  or  even  three  layers  of  medium— as 
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de  entirely  of  St.  Regis  paper  to  prove  a  point. 


ffd  for  our  bridge.  And  the  mediums  in  our  St.  Regis  toward  all  our  packaging,  paper, 

|jwall  are  a  combination  of  different  lumber  and  construction  products, 

ifenesses.  ,            To  use  the  full  weight  of  our  technol- 

wlew  wrinkles  for  corrugated.  ogy  in  serving  our  markets  and  in 


:*>ince  it  was  patented  in 
jj,  corrugated  has  been 
i!  f  the  mainstays  of  the  Ameri- 
pstribution  system.  In  fact,  the 
jigated  box  is  one  reason  we 
lithe  most  efficient  distribution  system  in 
I  orld.  With  it  you  can  ship  products  over 
|cceptionally  long  distances  we  have  in 
jountry,  efficiently  and  cheaply. 
P5t.  Regis  has  had  its  share  of  innovations  in 
jeld.  Partly  because  we're  one  of  the  largest 
brs  of  linerboard  in  the  world.  And  partly 
iuse  of  our  technology  and  marketing  thrust. 
And  we're  finding  a  lot  of  new  uses  for 
ugated.  We're  out  to  replace  more  expen- 
:)ackaging.  One  of  its  greatest  advantages 
it,  unlike  packaging  made  of  steel  or  wood, 
\m  ship  our  boxes  flat  to  the  customer.  So 
res  on  shipping  costs. 

Technology  and  marketing. 
All  this  reflects  the  marketing  stance  of 


5 
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renewing  the  forest  resource 
our  products  come  from. 


St.  Regis— serving  Man  and  Nature. 


Personal  Products 
&  Health  Care 

Competitive  battles  now  under  way  could  upset  the 
balance  in  areas  from  cigarettes  to  hospital  supplies. 


This  is  a  new  section  in  Forbes'  Annual 
Report  on  American  Industry,  and  its  44 
companies  offer  a  bulging  grab  bag  of 
products,  from  instant  cameras  and  con- 
tact lenses  to  little  cigars  and  antibiotics. 
With  few  exceptions,  these  businesses 
are  grandly  profitable.  Their  high-mar- 
gined wares  are  branded  items  that  the 
sellers  spare  little  expense  to  promote. 

That  explains  Eli  Lilly's  army  of  1,000 
detail  men,  Revlon's  costly  packaging 


and  Procter  &  Gamble's  $500-million  ad- 
vertising budget.  Above  all,  these  firms 
are  marketing  dependent,  and  several 
important  battles  now  under  way  will 
affect  their  fortunes  long  after  1978. 

One  momentous  confrontation  is 
among  tobacco  companies  vying  for 
shares  of  a  $16-billion  cigarette  market 
with  unit  growth  of  less  than  2%  a  year. 
That  makes  product  positioning  all-im- 
portant, and  low-tar  brands  are  clearly 


where  the  action  is.  They  account  for 
25%  of  all  sales  now,  but  that  figure 
could  rise  to  35%  by  next  year-end.  All 
producers  have  low-tar  entries,  which 
they  spent  $270  million  to  promote  in 
1977;  but  giants  R.J.  Reynolds  and  Philip 
Morris  are  the  toughest  competitors. 
Currently,   Reynolds'  Vantage  leads 


Personal  Products:  Yardsticks  of  Management  Performance 

Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5-Year        5-Year  Latest 
Average        Rank   12  Months 

Debt/ 
Equity 
Ratio 

Latest       5-Year  5-Year 
12  Months     Rank  Average 

Net 
Profit 
Margin 

5-Year  5-Year 
Average  Rank 

5-Year  5-Year 
Average  Rank 

TOBACCO 
Philip  Morris 
R  J  Reynolds  Inds 
Loews 
American  Brands 
Culbro 
Liggett  Group 

21.7%          1  22.3% 
21.0           2  19.3 
19.4            3  25.4 
13.2           4  12.6 
8.2           5  11.4 
7.5           6  0.6 

0.8 
0.3 
0.9 
0.4 
0.9 
0.5 

12.6%        2  13.5% 
13.5          1  14.5 

9.2  4  7.1 

9.3  3  9.6 
7.6          5  6.8 
1.6          6  6.5 

6  4% 

6.0 
3.8 
3.2 
2.5 
0.4 

19.5%  2 
15.3  3 
28.1  1 
8.1  4 
6.8  5 
3.1  6 

18.0%  1 
9.6  3 

16.7  2 
4.9  4 
1.3  5 

-2.3  6 

Medians 

16.3  16.0 

0.7 

9.3  8.4 

3.5 

11.7 

7.3 

TOILETRIES  &  COSMETCS 
Avon  Products 
Intl  Flavors  &  Frag 
Revlon 
Gillette 
Chesebrough-Pond's 

30.5%         1  30.2% 

22.4  2  22.8 

20.5  3  21.0 

19.6  4  15.2 
19.4            5  18.7 

0.0 
0.0 
0.4 

0.3 
0.2 

29.1%         1  29.0% 
21.4           2  21.4 

15.3  6  14.5 
11.7           7  14.4 

15.4  3  16.1 

11.4% 
14.3 

8.6 

4.9 

7.4 

11.7%  7 
17.7  3 
16.4  4 
14.6  5 
19.4  1 

8.3%  „7^ 
16.0  2 
14.0  3 

3.8  9 
10.7  6 

Procter  &  Gamble 
Colgate-Palmolive 
Kimberly-Clark 
American  Cyanamid 

18.5            6  19.2 
17.4           7  16.7 
15.4           8  15.7 
14.1           9  12.1 

0.2 
0.1 
0.3 
0.4 

14.8           5  15.0 
14.8           4  15.4 
11.6          8  11.7 
9.2          9  11.3 

6.5 
4.3 
7.6 
5.8 

14.1  6 
17.8  2 

11.0  8 

10.1  9 

10.8  5 
13.4  4 
23.4  1 

7.3  8 

Medians 

19.4  18.7 

0.2 

14.8  15.0 

7.4 

14.6 

10.8 

PHOTO  EQUIPMENT 
Eastman  Kodak 
Polaroid 
Bell  &  Howell 

19.1%         1  15.9% 
9.3           2  11.5 
4.6           3  2.6 

0.0 
0.0 
0.4 

15.1%        1  18.0% 
11.4          2  9.3 
2.1          3  4.0 

11.1% 
8.7 
0.9 

11.1%  2 
12.1  1 
6.6  3 

8.2%  1 
1.4  2 
-11.3  3 

Medians 

9.3  11.5 

0.4 

11.4  9.3 

8.7 

11.1 

1.4 

Industry  Medians 

18.8  16.3 

0.3 

12.2  14.0 

6.2 

13.1 

9.0 

All-Industry  Medians 

12.9  13.9 

0.4 

10.2  9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  on  page  38. 
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the  market,  but  PM's  fast-rising  Merit  is 
a  close  second.  RIR's  Real,  launched  ear- 
ly last  year  to  overtake  Merit,  appears 
stalled;  and  most  bettors  think  that  1978 
may  end  with  PM  ahead  in  the  category. 
The  outcome  could  be  crucial:  "Whoever 
dominates  in  a  new  product  area  usually 
winds  up  dominating  the  entire  market," 
says  Drexel  Burnham  Lambert  tobacco 
analyst  Lex  Gamble. 

Since  the  smaller  tobacco  outfits  aren't 
likely  to  win  this  battle,  they  are  empha- 
sizing other  operations.  American 
Brands  moved  into  insurance  by  paying 
$177  million  for  a  stake  in  Franklin  Life, 
and  Loews  boosted  its  return  on  equity 
by  selling  its  foreign  tobacco  subsidiary. 
Liggett,  a  company  that  now  gets  only 
40%  of  its  profit  from  tobacco,  should  see 
earnings  jump  this  year:  A  $36.5-million 
writeoff  at  its  dog  food  subsidiary  de- 
pressed 1977  earnings. 

As  the  cigarette  giants  jockey  for  low- 
tar  market  share,  the  photography  big 
shots  are  in  an  even  rougher  fracas.  For 
the  first  nine  months  of  last  year,  East- 
man Kodak's  earnings  were  down  3%. 
Besides  being  buffeted  by  foreign  cur- 
rency fluctuations,  Kodak  is  battling  with 
Polaroid  in  the  low-priced  instant  cam- 
era market.  Rebates  and  special  promo- 
tions now  make  two  models — Kodak's 
"The  Handle'  and  Polaroids  "Pron- 
to!"— available  for  as  little  as  $25  each, 
with  little  profit  to  the  makers. 

Some  analysts  worry  that  1978  will 
bring  further  price-cutting  and  leave  the 


two  companies'  margins  permanently 
out  of  focus.  That  isn't  likely.  Gillette 
learned  the  secret  long  ago  selling  razor 
blades — though  its  current  experience 
with  no-profit  disposable  lighters  indi- 
cates some  reschooling  may  be  in  order. 
In  photography,  like  shaving,  selling 
supplies  can  be  far  more  lucrative  than 
selling  products.  Manufacturers'  rev- 
enues from  self-developing  pictures 
(roughly  $4.50  per  roll  wholesale)  are 
nearly  three  times  their  take  from  con- 
ventional film,  which  is  usually  pro- 
cessed by  others.  Thus,  selling  cut-rate 
Christmas  cameras  could  produce  a  pret- 
ty package  of  1978  film  profits. 

Though  marketing  to  hospitals  is  a  bit 
more  sedate,  a  major  confrontation 
looms  there  too.  Baxter  Travenol  gets 
over  half  its  revenues  and  earnings  from 
the  sale  of  intravenous  solutions.  Now 
well-heeled  Abbott  Laboratories  and 
American  Hospital  Supply  are  aiming  at 
its  40%  share  of  that  $800-million  mar- 
ket. If  price-discounting  develops,  it 
could  hurt  all  three  companies. 

Elsewhere  in  the  health  care  field, 
however,  there  are  more  serious  prob- 
lems. Americans  are  visiting  their  doc- 
tors less  frequently,  and — more  impor- 
tant for  drug  purveyors — the  number  of 
prescriptions  being  written  is  actually 
dropping,  rather  than  growing  at  the  old 
annual  6%  rate.  In  addition,  government 
regulations,  tighter  limits  on  insurance 
payments  and  the  growing  popularity  of 
generic  products  are  also  threatening 


drug  company  profitability. 

Forbes'  Yardsticks  show  what  is  hap- 
pening. None  of  the  eight  ethical  drug 
firms  bested  its  five-year  return  on  equi- 
ty in  the  latest  12  months — and  that  may 
be  a  sign  of  tougher  days  to  come.  The 
group's  top  performer  was  SmithKline, 
which  posted  nine-month  profit  gains  of 
16%  with  help  from  Tagamet,  a  new 
ulcer  drug.  Increases  elsewhere  aren't 
up  to  the  group's  old  past:  14%  at  Up- 
john; 11%  at  Schering-Plough;  9%  at 
Pfizer;  8%  at  Merck;  7%  at  Eli  Lilly. 

Two  ethical  drug  firms  actually  report- 
ed lower  earnings.  A.H.  Robins'  18% 
decline  stems  largely  from  the  maturity 
of  its  product  line,  something  the  com- 
pany hopes  to  counter  by  promoting  sev- 
eral of  its  cough  remedies  to  consumers 
instead  of  physicians.  Squibb's  4%  drop 
may  soon  be  reversed  when  it  begins 
selling  a  new  high-blood-pressure  rem- 
edy. But  G.D.  Searle  faces  a  darker  fu- 
ture: Drugs  dominate  its  business,  prof- 
its peaked  in  1975,  and  no  important 
new  products  are  in  view. 

A  similar  malaise  affects  the  over-the- 
counter  drug  industry.  For  the  past  five 
years,  profitability  leader  American 
Home  Products  has  averaged  13%  earn- 
ings gains;  last  year  they  slipped  below 
10%.  In  September,  Germany's  Bayer 
AG.  took  advantage  of  slim  profit  de- 
clines at  Miles  Laboratories  to  tender  for 
its  stock — an  offer  shareholders  gladly 
accepted,  since  it  was  double  Miles' 
trading  price  at  the  time.  Of  seven  pro- 


Major  Move  Against  The  Tide 

From  publicly  owned  Amtrak  to  publicly  assisted  Conrail  to 
publicly  bailed-out  Lockheed,  government  grows  steadily 
more  involved  in  the  U.S.  economy.  That's  what  makes  the 
private  hospital-management  industry  so  refreshing.  It  is 
growing,  earning  money — and  paying  taxes  along  the  way — 
by  doing  things  efficiently  in  an  area  hitherto  dominated  by 
government  and  semigovernment  institutions. 

Forbes'  company  roster  now  includes  four  hospital-man- 
agement companies  that  are  the  leaders  of  an  industry  that 
didn't  exist  ten  years  ago.  It  has  annual  revenues  of  $6 
billion  and  operates  nearly  18%  of  the  7,000  U.S.  hospitals. 
The  four  firms  ranked — American  Medical  International, 
American  Medicorp,  Hospital  Corporation  of  America  and 
Humana — own  some  221  institutions  and  manage  about  40 
more.  HCA,  the  biggest  and  most  profitable,  made  nearly 
$35  million  last  year  on  revenues  of  about  $625  million. 

Once,  of  course,  most  U.S.  hospitals  were  privately 
owned,  usually  by  doctors.  During  the  Depression,  when 
patients  couldn't  pay  their  bills,  local  governments  and 
charities  took  over.  In  the  mid-Sixties  Medicare  and  Medic- 
aid offered  a  surer  form  of  reimbursement,  and  entrepre- 
neurs set  up  centrally  managed  hospital  chains — especially 
in  fast-growing  areas  like  the  South  and  West.  Building 
hospitals  put  lots  of  real  estate  on  their  balance  sheets; 
Humana,  for  example,  has  nearly  $225  million  in  debt. 

Critics  often  complain  that  free-enterprise  hospitals  are 
cream-skimmers,  seeking  only  profitable  customers  and 
limiting  costly  services.  Now,  however,  there  are  powerful 
opposing  arguments:  Private  firms  have  been  called  in  to 


manage  prestigious  institutions,  including  New  York  City's 
595-bed  Roosevelt  Hospital  and  Tulane's  New  Orleans 
Medical  Center.  In  some  300  communities,  for-profits  are 
the  only  hospitals  in  town,  and  the  industry's  overall  patient 
stay  is  one  day  shorter  and  $200  cheaper  than  in  comparable 
nonprofit  institutions. 

The  way  HCA  cut  losses  at  Holy  Family  Hospital  in 
Spokane,  Wash,  shows  what  the  industry  can  do.  In  three 
years  its  management  contract  saved  the  228-bed  facility 
almost  $600,000.  Sharper  purchasing  and  switching  to  a 
smaller  computer  produced  over  half  the  reductions,  better 
staff  utilization  most  of  the  remainder.  The  fee  for  HCA's 
manpower  and  expertise:  $240,000,  leaving  a  net  gain  of 
$350,000  for  the  Catholic  institution's  owners. 

Not  surprisingly,  the  ability  to  work  such  wonders  has 
caught  Wall  Street's  eye.  The  four  major  hospital-manage- 
ment companies  have  all  posted  impressive  stock  market 
gains  and  hiked  dividends  by  at  least  50%  in  the  past  year. 
One  company — Hospital  Affiliates  International — was 
snapped  up  by  Philadelphia  s  INA  Corp.  in  October.  Two 
others,  Humana  and  American  Medicorp,  may  merge. 

The  major  threat  to  this  growing  industry  is  increased 
government  regulation.  To  curb  runaway  health  costs, 
President  Carter  wants  a  9%  cap  on  hospital-revenue 
growth;  but  that  proposal  is  stalled  in  Congress.  Hospitals 
have  their  own  voluntary  plan  for  keeping  charges  down, 
which  may  prove  more  workable.  In  the  end,  the  privately 
run  hospitals  will  probably  still  come  out  all  right.  What- 
ever restraints  are  acceptable  to  nonprofit  institutions  will 
probably  offer  a  margin  of  shelter  for  their  more  efficient, 
money-making  counterparts. 
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prietary  drug  firms,  only  Morton-Nor- 
wich exceeded  its  five-year  profitability 
in  1977,  and  it  was  recovering  from  a  $9- 
million  loss  in  1976. 

One  big  factor  that  penalized  these 
firms  was  their  customers'  good  health: 
Last  winter's  low  temperatures  pro- 
duced a  surprisingly  low  incidence  of 
upper  respiratory  illness.  Now  that  situa- 
tion seems  to  be  reversing,  and  winter's 
first  sniffles  are  music  to  outfits  like  Buff- 
erin-maker  Bristol-Myers  and  Richard- 
son-Merrell,  which  gets  30%  of  sales 
from  Vicks  products. 

The  toiletry  and  cosmetics  business, 
more  dependent  on  marketing  than  mal- 
adies, has  traditionally  kept  earnings 
growing  with  new  products.  This  year 
may  bring  an  extra  boost:  Consumer 
spending  should  keep  rising,  but  de- 
mand for  big-ticket  items  should  peak, 
leaving  room  for  lots  of  image  buying. 


Fashion  portents  are  favorable  too. 
"The  natural'  look  in  makeup  is  fading  in 
favor  of  darker  shades,  and  the  trend  to 
owning  fewer,  more  expensive  clothes 
makes  cosmetics  and  fragrances  more 
important  as  accessories,"  says  Thomson 
McKinnon's  Eileen  Gormley.  That,  of 
course,  is  good  news  for  Avon,  which  is 
expanding  its  domestic  door-to-door 
sales  force  10%  annually,  and  Revlon, 
which  scored  20%  earnings  gains  last 
year.  It  also  benefits  bigger,  diversified 
firms  with  a  stake  in  cosmetics,  such  as 
American  Cyanamid  (Shulton)  and  Col- 
gate-Palmolive (Helena  Rubinstein). 

Health  and  beauty  aids — like  most  of 
the  items  that  businesses  in  this  section 
sell — are  subject  to  customer  whims. 
Shampoo  consumption  rose  when  long 
hair  was  popular;  now  hair  is  shorter, 
and  so  is  the  line  at  the  shampoo 
counter.  Today's  hot  category,  however, 


is  skin  care.  Hand-lotion  sales,  recently 
declining,  are  now  growing  20%  annual- 
ly from  a  $150-million  base.  That  will 
help  market  leader  Chesebrough- 
Pond's,  which  makes  Vaseline  Intensive 
Care,  but  it  has  also  lured  several  new 
competitors.  The  biggest  is  Procter  & 
Gamble,  which  is  already  offering  Won- 
dra  skin-conditioning  lotion. 

The  ability  of  the  top  companies  on 
these  lists  to  follow  the  hot  product  is 
what  makes  them  successful — whether 
by  dominating  a  new-brand  category  for 
cigarettes  or  by  developing  important 
new  drugs.  As  a  result,  these  marketing- 
oriented  businesses  typically  have  little 
debt  and  considerable  control  over  their 
product  lines — far  more  than,  say, 
chemical  or  steel  companies.  This  free- 
dom to  be  where  the  action  is  imposes 
substanital  risks,  but  the  reward  is  often 
handsome  profitability.  ■ 
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Profitability 
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Vvl  1  lUul  IT 

5-Year 

5-Year 

Latest 

Equity 
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ETHICAL  DRUGS 

Schering-Plough 

28.1% 

1 

24.1% 

0.0 

23.6% 

1 

27.3% 

18.5% 

14.3% 

2 

20.3% 

1 

Merck 

28.1 

2 

26.0 

0.2 

22.2 

2 

25.9 

16.7 

14.2 

3 

14.0 

2 

SmithKline  Corp 

22.5 

3 

22.3 

0.3 

18.2 

4 

19.3 

10.9 

11.7 

7 

7.7 

8 

Eli  Lilly 

22.3 

4 

19.6 

0.0 

18.5 

3 

21.5 

14.4 

14.2 

3 

13.9 

3 

Upjohn 

18.5 

5 

17.6 

0.4 

12.7 

6 

15.4 

7.8 

16.8 

1 

13.4 

4 

A  H  Robins 

18.1 

6 

13.6 

0.1 

12.3 

5 

16.4 

9.0 

12.2 

6 

9.0 

7 

Pfizer 

17.4 

7 

16.7 

0.4 

12.4 

7 

13.5 

8.6 

13.5 

5 

10.6 

5 

Squibb 

16.6 

8 

14.8 

0.4 

11.4 

8 

12.5 

8.0 

9.1 

8 

10.3 

6 

Medians 

20.4 

18.6 

0.3 

15.5 

17.9 

10.0 

13.9 

12.0 

PROPRIETARY  DRUGS 

American  Home  Products 

30.9% 

1 

30.0% 

0.0 

30.0% 

1 

30.7% 

11.4% 

11.2% 

4 

12.5% 

2 

Bristol-Myers 

22.1 

2 

21.1 

0.1 

19.3 

2 

19.4 

7.9 

12.2 

2 

13.0 

1 

Sterling  Drug 

17.6 

3 

14.7 

0.1 

13.6 

3 

16.6 

7.2 

10.3 

6 

6.5 

5 

Warner-Lambert 

16.1 

4 

15.0 

0.2 

12.1 

4 

13.7 

7.0 

13.5 

1 

9.1 

4 

Richard  son-Merrel! 

14.3 

5 

14.3 

0.2 

12.8 

5 

13.3 

6.8 

12.2 

3 

9.2 

3 

Miles  Laboratories 

12.6 

6 

10.5 

0.8 

7.0 

6 

8.1 

3.3 

8.0 

7 

6.0 

6 

Morton-Norwich 

8.5 

7 

14.6 

0.5 

10.7 

7 

6.8 

5.4 

10.3 

5 

-4.0 

7 

Medians 

16.1 

14.7 

0.2 

12.8 

13.7 

7.0 

11.2 

9.1 

PRODUCTS  &  SERVICES 

G  D  Searle 

20.6% 

1 

11.6% 

0.8 

9.0% 

2 

15.0% 

6.2% 

27.3% 

4 

9.8% 

10 

Abbott  Laboratories 

18.6 

2 

19.3 

0.4 

14.7 

3 

13.8 

9.3 

.  16.0 

10 

16.7 

5 

Johnson  &  Johnson 

18.5 

3 

18.0 

0.0 

17.5 

1 

17.9 

8.3 

16.6 

9 

15.6 

6 

Hospital  Corp  of  Am 

16.3 

4 

17.6 

1.5 

7.9 

8 

7.6 

6.0 

34.8 

1 

24.3 

1 

Baxter  Travenol 

15.7 

5 

16.2 

0.5 

12.0 

7 

10.9 

8.9 

23.8 

5 

21.4 

4 

Bausch  &  Lomb 

15.2 

6 

18.2 

0.3 

13.7 

5 

11.5 

6.4 

16.7 

8 

23.4 

2 

Becton,  Dickinson 

14.9 

7 

14.3 

0.3 

11.7 

6 

11.3 

7.8 

15.0 

11 

13.3 

8 

Humana 

13.2 

8 

16.2 

2.5 

6.7 

9 

6.0 

3.2 

30.9 

2 

22.3 

3 

Amer  Hospital  Supply 

12.9 

9 

14.1 

0.2 

12.7 

4 

11.9 

5.3 

17.2 

7 

13.5 

7 

Amer  Medical  Intl 

9.7 

10 

13.9 

1.5 

6.8 

10 

5.7 

3.8 

29.4 

3 

8.4 

11 

American  Medicorp 

7.5 

11 

10.6 

0.9 

6.8 

11 

5.1 

4.7 

18.4 

6 

10.3 

9 

Medians 

15.2 

16.2 

0.5 

11.7 

11.3 

6.2 

18.4 

15.6 

Industry  Medians 

17.0 

16.2 

0.3 

12.6 

13.6 

7.8 

14.3 

12.8 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  38. 
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Utilities 


Blackouts  or  bankruptcy?  That's  the  quandary 
the  hard-pressed  electric  utilities 
say  they  face  when 
considering  new  power  plants. 


Running  an  electric  utility  is  no  longer 
the  biggest  sinecure  in  U.S.  industry. 
Most  utility  executives  nowadays  find 
themselves  caught  on  the  horns  of  a  di- 
lemma that  would  test  the  intelligence 
and  the  courage  of  the  best  executives  on 
earth . 

Their  problem  centers  on  capacity  and 
demand.  To  build  a  new  nuclear  power 
plant  at  today's  inflated  prices  means 
mortgaging  their  companies  to  the  hilt. 
"It's  akin  to  betting  your  whole  com- 
pany," says  one  electric  utility  president, 
meaning  that  the  cost  of  a  single  new 
plant  about  equals  the  value  of  his  stock- 
holders' equity. 

It's  a  risky  gamble.  Build  and  find 
demand  flat  or  even  down,  and  you're 
left  with  surplus  capacity  and  perilously 
close  to  bankruptcy.  Don't  build  and  find 
the  economy  expanding,  and  you  run 
dangerously  short  of  electricity  in  the 


1980s.  "Without  hesitation  I'd  say  these 
are  the  trickiest  times  we've  ever  been 
through,"  opines  President  Alvin  Vogtle 
of  Southern  Co. ,  the  nation's  largest  in- 
vestor-owned utility.  "It's  absolutely  im- 
possible to  predict  ,  with  any  certainty 
where  we  are  headed. " 

To  understand  the  utilities'  quandary, 
consider  these  facts.  Before  the  Arab  oil 
embargo,  peak  demand  for  electricity 
advanced  like  clockwork,  by  8%  or  so 
annually.  During  the  next  three  years, 
with  a  soft  economy  and  conservation  the 
new  watchword,  it  grew  an  average 
2.5%.  By  last  summer,  however,  peak 
demand  again  was  running  6.5%  ahead 
of  1976. 

Was  this  real  growth?  Or  was  it  merely 
the  eff  ects  of  a  long  hot  summer  follow- 
ing an  abnormally  cold  winter?  Nobody 
is  sure.  While  many  utilities,  including 
American    Electric   Power   and  Duke 


Power,  reported  peak  summer  demand 
up  11%  and  more,  others,  like  South- 
ern—itself smack  in  the  middle  of  the 
presumably  burgeoning  Sunbelt — 
showed  little  growth.  "Frankly,  we  don't 
know  how  to  read  the  signals,"  says 
Philadelphia  Electric  President  J.  Lee 
Everett,  whose  sales  of  electricity  have 
been  flat  since  1973.  "We  don't  know  if 
this  reflects  the  new  mood  of  conserva- 
tion or  just  a  lack  of  industrial  growth  in 
the  mid-Atlantic  states." 

Capital  spending  in  this  industry  is 
enormous  by  any  measure.  Last  year  the 
electric  companies  spent  some  $21  bil- 
lion on  new  plant  and  equipment,  a  23% 
increase  over  1976,  which  in  turn  was 
13%  above  1975  s  expenditures — both 
well  above  the  general  inflation  index. 

The  trouble  is  that  this  industrv  has  its 
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Long  Island  Lighting 

12.7% 

1 

14.2% 

1.0 

6.6% 

2 

6.3% 

15.7% 

15.4% 

9 

2.7% 

6 

Pa  Power  &  Light 

12.6 

2 

14.4 

1.0 

6.7 

1 

6.4 

19.8 

15.9 

6 

4.7 

2 

New  England  G  &  E 

11.9 

3 

13.7 

0.9 

6.5 

5 

5.9 

5.9 

18.6 

1 

4.6 

3 

Northeast  Utilities 

11.0 

4 

10.8 

1.2 

5.6 

8 

5.7 

10.0 

14.4 

10 

1.6 

10 

NY  State  Elec  &  Gas 

10.9 

5 

10.5 

1.0 

5.8 

4 

6.0 

12.4 

12.0 

13 

2.1 

8 

New  England  Electric 

10.8 

6 

11.4 

1.0 

5.8 

9 

5.6 

6.9 

13.5 

11 

3.2 

4 

Rochester  Gas  &  Elec 

10.8 

6 

11.7 

0.9 

6.2 

3 

6.2 

10.6 

11.9 

14 

3.0 

5 

Consolidated  Edison 

10.6 

8 

12.7 

0.9 

6.7 

7 

5.7 

10.9 

16.5 

4 

8.4 

1 

Delmarva  Power  &  Lt 

10.6 

9 

10.0 

1.1 

5.4 

6 

5.8 

11.0 

17.7 

2 

-0.5 

11 

Pub  Svc  Elec  &  Gas 

10.5 

10 

12.5 

0.9  j 

6.4 

10 

5.6 

11.3 

15.5 

8 

-0.6 

12 

General  Public  Utils 

10.4 

11 

12.2 

1.1 

6.1 

12 

5.4 

12.0 

16.6 

3 

2.0 

9 

Niagara  Mohawk  Power 

10.4 

12 

11.4 

1.0 

6.2 

11 

5.6 

10.9 

12.8 

12 

.2.2 

7 

Phila  Electric 

9.8 

13 

10.7 

1.0 

5.4 

13 

5.3 

13.4 

15.8 

7 

-0.6 

13 

Boston  Edison 

8.1 

14 

7.1 

1.0 

4.8 

14 

4.8 

6.7 

16.2 

5 

-4.6 

14 

Medians 

10.7 

11.6 

1.0 

6.2 

5.7 

11.0 

15.7 

2.2 

Growth 
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Utilities- — Electric  &  Telephone:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total 

Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Kan* 

Average 

Margin 

Average 

Rank 

Average 

Rank 

MIDWEST 

Public  Service  Ind 

15.0% 

1 

16.2% 

0.7 

7.6% 

i 

7. 1% 

19.0% 

12.7% 

16 

7.7% 

1 

Cleveland  Elec  Ilium 

14.4 

2 

17.1 

1.1 

7.3 

2 

7.0 

17.6 

15.2 

7 

3.8 

5 

Ohio  Edison 

13.3 

3 

13.6 

1.1 

6.0 

10 

6.0 

15.1 

14.8 

8 

1.7 

8 

\*OIUmIDUS  «  oo  unio 

12.9 

4 

14.3 

1.0 

6.6 

3 

6.6 

19.0 

16.7 

2 

5.4 

3 

umcinnaii  u  &  c 

12.6 

5 

17.6 

1.1 

7.4 

4 

6.4 

12.2 

12.7 

15 

0.6 

10 

No  States  Power 

12.6 

6 

13.4 

0.8 

6.4 

13 

5.8 

12.4 

13.2 

12 

3.1 

6 

 :  r~  

American  Elec  Power 

12.4 

7 

12.2 

1.3 

6.1 

9 

6.1 

12.2 

17.7 

1 

1.6 

9 

Illinois  Power 

12.4 

8 

12.2 

0.8 

6.0 

11 

6.0 

12.5 

12.1 

17 

-0.6 

15 

Duquesne  Light 

1  9  3 

Q 

1 1  n 

1.1 

14 

5.8 

15.4 

16.7 

3 

0.4 

13 

Allegheny  Power 

19  9 

1 1  Q 

1.0 

6.0 

7 

6.3 

9.9 

16.3 

5 

2.7 

7 

central  m  kud  ovc 

1 9  n 

1  1 
1  1 

1  ^  R 

1.0 

5.8 

16 

5.7 

11.4 

14.1 

10 

-0.8 

16 

Wisconsin  Pub  Svc 

1  1  Q 

12 

1 1  n 

0.7 

6.2 

5 

6.3 

8.7 

16.2 

6 

4.6 

4 

Wisconsin  Elec  Power 

11.2 

13 

11.4 

0.7 

6.4 

5 

6.3 

9.8 

12.1 

18 

6.6 

2 

Dayton  Power  &  Light 

11.1 

14 

11.0 

1.0 

5.8 

8 

6.1 

10.0 

13.5 

11 

-1.6 

17 

Union  Electric 

10.8 

15 

10.6 

1.2 

5.8 

12 

5.9 

12.0 

13.1 

13 

0.5 

11 

Commonwealth  Edison 

10  8 

16 

10.6 

1.2 

5.7 

15 

5.7 

12.3 

13.0 

14 

0.4 

12 

Consumers  Power 

10.1 

17 

13.7 

1.0 

6.1 

17 

5.0 

9.9 

16.3 

4 

-0.1 

14 

Detroit  Edison 

8.6 

18 

10.8 

1.0 

5.3 

18 

4.8 

10.0 

14.8 

9 

-2.7 

18 

Medians 

12.3 

12.2 

1.0 

6.1 

6.1 

12.2 

14.5 

1.1 

SOUTHEAST 

i  dmpd  ciecinc 

13. 1% 

1 

12.3% 

1.0 

5.9% 

4 

5.9% 

9.6% 

20.5% 

3 

6.0% 

2 

MiHHIn  Smith  Utile 

12. 1 

2 

12.3 

1.3 

5.3 

7 

5.4 

9.7 

16.2 

10 

4.2 

4 

rioiiua  rower 

11.9 

3 

14.1 

1.0 

5.7 

10 

5.1 

11.7 

23.7 

1 

2.8 

6 

oo  i*aroiina  c.  fit  u 

11.7 

4 

14.2 

1.0 

6.1 

5 

5.7 

13.7 

18.1 

8 

0.8 

10 

Florida  Power  &  Lt 

1 1  7 

CL 

sj 

1 1  ^ 

l.  X.J 

1. 1 

5.7 

2 

6.1 

HI 

20.2 

5 

6.7 

1 

Southern  Company 

11.1 

6 

12.3 

1.1 

5.2 

11 

5.0 

9.8 

20.0 

6 

1.1 

9 

Carolina  Pwr  &  Lt 

11.0 

7 

10.7 

0.9 

5.6 

6 

5.5 

15.0 

20.7 

2 

3.7 

5 

Baltimore  Gas  &  Elec 

11.0 

8 

10.2 

1.0 

5.8 

3 

6.0 

13.0 

13.8 

11 

1.7 

8 

Potomac  Elec  Power 

10.4 

9 

12.1 

1.1 

7.0 

1 

6.5 

13.4 

17.4 

9 

4.3 

3 

Va  Electric  &  Power 

10.4 

10 

10.7 

1.0 

5.4 

8 

5.4 

14.1 

20.4 

4 

0.7 

11 

Duke  Power 

10.1 

11 

12.1 

1.1 

5.9 

9 

5.3 

15.2 

18.5 

7 

2.1 

7 

. 

Medians 

ill 

14.  X 

1.0 

>>  7 

5.5 

13.0 

20.0 

2.8 

SOUTHWEST 

Southwestern  Pub  Svc 

19.3% 

1 

23.7% 

1.1 

8.7% 

1 

7.8% 

16.0% 

15.8% 

5 

8.5% 

1 

Central  &  South  West 

14.1 

2 

13.2 

0.7 

6.5 

4 

6.9 

9.4 

16.5 

3 

4.5 

5 

Texas  Utilities 

13.5 

3 

13.4 

0.9 

6.7 

-  3 

7.1 

13.3 

15.2 

7 

5.8 

4 

Houston  Industries 

13.5 

4 

14.8 

1.0 

7.3 

2 

7.3 

11.6 

18.3 

2 

6.0 

3 

Oklahoma  Gas  &  Elec 

13.4 

5 

12.6 

0.9 

6.2 

5 

6.7 

12.2 

15.9 

4 

3.5 

6 

Arizona  Public  Serv 

13.0 

6 

15.4 

1.1 

7.2 

6 

6.7 

17.0 

18.6 

1 

8.3 

2 

Gulf  States  Utils 

12.0 

7 

11.8 

1.0 

5.4 

7 

5.5 

11.5 

15.4 

6 

2.7 

7 

PnGOOnS 

13.5 

1.0 

a  7 

6.9 

12.2 

15.9 

5.8 

WEST 

Pacific  Pwr  &  Lt 

12.1% 

1 

10.5% 

1.3 

5.4% 

3 

6.2% 

21.1% 

12.9% 

6 

4.5% 

2 

Utah  Power  &  Lt 

11.5 

2 

10.4 

1.0 

5.6 

1 

6.3 

19.5 

16.8 

3 

3.8 

3 

So  Calif  Edison 

11.3 

3 

12.4 

0.9 

6.6 

2 

6.3 

12.5 

17.0 

2 

7.3 

1 

Pacific  Gas  &  Elec 

10.9 

4 

11.5 

0.9 

6.4 

5 

6.0 

11.0 

14.5 

5 

2.7 

4 

Public  Service  Colo 

10.9 

4 

10.2 

1.0 

5.4 

6 

5.6 

9.2 

15.0 

4 

1.4 

5 

San  Diego  Gas  &  Elec 

10.4 

6 

12.4 

1.0 

6.5 

4 

6.2 

10.9 

18.2 

1 

0.0 

6 

11.1 

11.0 

1.0 

6.0 

6.2 

11.8 

15.9 

3.3 

TELECOMMUNICATIONS 

Central  Tel  &  Utils 

16.3% 

1 

16.8% 

1.0 

7.4% 

1 

7.1% 

13.2% 

12.2% 

3 

9.6% 

1 

United  Telecom 

16.1 

2  • 

18.5 

1.2 

7.5 

2 

6.7 

11.5 

15.2 

1 

6.9 

3 

General  Tel  &  Elec 

13.4 

3 

16.3 

1.1 

7.3 

4 

6.4 

7.5 

11.7 

4 

6.0 

4 

12.5 

4 

13.1 

1.3 

5.9 

6 

5.7 

10.1 

12.4 

2 

2.9 

6 

American  Tel  &  Tel 

11.0 

5 

12.4 

0.8 

6.9 

3 

6.6 

12.4 

11.3 

5 

7.1 

2 

So  New  England  Tel 

9.7 

6 

10.0 

0.7 

5.9 

5 

5.8 

9.8 

10.2 

6 

3.6 

5 

Western  Union 

4.5 

7 

6.7 

0.9 

5.3 

7 

4.0 

7.0 

7.4 

7 

-3.3 

7 

Medians 

12.5 

13.1 

1.0 

6.9 

6.4 

10.1 

11.7 

6.0 

Industry  Medians 

11.7 

12.2 

1.0 

6.1 

6.0 

11.7 

15.5 

2.8 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  of  Yardstick  calculations  on  page  38. 


Thrusting  vital  oil  up 
from  the  North  Sea. 


This  drilling  platform 
reaches  up  1 ,1 00  feet— 
as  high  as  two  Wash- 
ington Monuments— 
from  beneath  the  often 
turbulent  North  Sea. 
Here  a  major  producer's 
wells  will  help  ease  the 
world  energy  crisis 
with  hundreds  of 
thousands  of  barrels 
of  crude  oil  per  day. 
And  Ingersoll-Rand 
machines  are  on  board. 
To  help  push  out  the  oil,  Ingersoll- 


Rand  GT-22  turbine/compressor 
modules  compress  the  gas  that 
emerges,  and  Ingersoll-Rand  recipro- 
cating compressors  force  it  back  into 
the  ocean  floor.  There  it  remains  safely 
stored  for  future  use— instead  of  being 
wastefully  burned  or  released  to  the 
atmosphere.  These  reliable  machines, 
supported  by  l-R  service,  meet  the 
challenge  of  hard  use  in  a  hostile  sea 
environment. 

Many  different  Ingersoll-Rand 
machines  are  being  used  around  the 
world  to  meet  energy  needs.  Machines 
like  continuous  coal  miners  and  haulage 


equipment.  Centrifugal  and  plunger 
pumps.  Tools  and  hoists.  Air  and  gas 
compressors.  Gas  and  steam  turbines. 
Drills.  We're  helping  innovative  people 
develop  and  make  better  use  of  all  kinds 
of  energy  resources. 

In  fact,  that's  what  we  do  best:  supply 
the  technological  muscle  to  make 
ideas  work.  And  we  do  it  in  a  big  way. 
Our  sales  in  the  first  half  of  this  year 
exceeded  $1  billion. 

Write  for  our  Annual  Report  or 
product  literature.  Ingersoll-Rand, 
Dept.  794,  Woodcliff  Lake,  NJ  07675. 


ENERGETIC 
IN  ENERGY 


Ingersoll-Rand 


own  special  inflation.  It  starts  with  the 
delay  caused  hy  regulatory  red  tape  rein- 
forced by  the  delaying  tactics  of  the  envi- 
ronmental protest  groups.  These  give 
the  continuing  double-digit  inflation  in 
heavy  construction  a  chance  to  work.  As 
a  result,  a  1,000-inegawatt  nuclear  pow- 
er plant  that  in  1972  carried  an  estimated 
$500-million  price  tag  will  likely  cost 
twice  that  much  by  the  time  it  gets  into 
operation,  anywhere  from  10  to  14  years 
after  conception.  Switching  to  coal  is 
hardly  a  satisfactory  solution:  Assuming 
that  you  can  get  the  coal  supply,  the 
now-mandatory  scrubbers  or  other  pol- 
lution-control equipment  needed  to  take 
out  the  sulfur-dioxide  bumps  the  price  of 
a  new  coal  unit  up  over  $700  million. 


No  wonder  Florida  Power's  President 
Andrew  Hines  likens  a  utility's  building 
problem  to  putting  high  hurdles  at  the 
end  of  a  mile  race.  "You  may  poop  out 
before  you  get  over  them,"  says  Hines. 
Instead,  Florida  Power  has  scrapped 
plans  for  two  nuclear  units  that  were  to 
have  been  ready  in  the  mid-1980s. 

Such  cutbacks  are  becoming  common- 
place. Virginia  Electric  &  Power,  tradi- 
tionally a  strong  nuclear  supporter,  last 
year  halted  construction  on  two  partially 
built  units,  its  seventh  and  eighth,  pre- 
ferring to  shell  out  $61  million  in  liability 
payments  rather  than  complete  the  units 
for  an  uncertain  demand.  In  November, 
Alabama  Power  killed  plans  for  two  nu- 
clear units  only  days  after  parent  South- 


ern Co.  successfully  sold  a  record  $183- 
million  common  stock  issue  specifically 
to  finance  new  construction. 

All  told,  since  Jan.  1,  1974  the  elec- 
trics have  canceled  or  postponed  some 
300  new  plants  with  a  combined  capacity 
of  260,000  megawatts.  That's  almost 
equal  to  half  the  present  installed  capac- 
ity. "You  must  go  back  to  the  early  Six- 
ties to  find  a  period  when  orders  from 
utilities  were  so  low,"  says  President 
William  Allen  of  Boston's  Stone  &  Web- 
ster Engineering. 

One  result  of  all  this  is  that  the  shift  to 
coal  and  nuclear  plants  has  been  stalled, 
and  electric  utilities  are  still  consuming 
some  631  million  barrels  of  oil  per  year, 
an  amount  equal  to  one-fourth  of  our  oil 


Utilities — Natural  Gas:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year  5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank  Average 

Margin 

Average 

Rank 

Average 

Rank 

PRODUCERS  &  PIPELINES 

So  Ndturdl  Resources 

18.4% 

1 

17.0% 

0.9 

9.1% 

1         9.3  % 

10.2% 

13.7% 

5 

13.0% 

1 

Panhandle  Eastern 

17.6 

2 

16.5 

1.0 

8.3 

4  8.1 

8.7 

12.2 

6 

10.1 

4 

Tenneco 

17.5 

3 

15.6 

0.8 

8.9 

3  8.7 

5.6 

16.5 

3 

11.5 

3 

ENSERCH 

17.0 

4 

16.7 

0.9 

8.8 

2  9.1 

5.1 

26.4 

2 

11.7 

2 

Texas  Eastern 

15.1 

5 

15.8 

0.9 

7.6 

5  7.3 

6.5 

15.0 

4 

9.0 

6 

Coastal  States  Gas 

D 

ID.  1 

0.9 

7  1 

2.2 

37.8 

1 

9.3 

5 

El  Paso  Company 

9.8 

7 

4.8 

1.8 

3.3 

7  4.9 

2.0 

6.8 

7 

-1.0 

7 

Medians 

17.0 

15.8 

0.9 

8.3 

8.1 

5.6 

15.0 

10.1 

PIPELINERS  &  DISTRIB 

Pioneer  Corp 

29.3% 

1 

28.4% 

0.8 

14.6% 

1  13.7% 

7.9% 

33.1% 

3 

27.7% 

3 

Utd  Energy  Resources 

27.2T 

2 

27.6 

0.8 

16.3 

3  12.8t 

4.5 

19.0 

4 

43.8t 

1 

Houston  Natural  Gas 

26.3 

3 

29.0 

0.5 

16.5 

2  13.2 

8.6 

34.5 

1 

30.5 

2 

Northern  Natural  Gas 

18.8 

4 

17.2 

0.7 

9.1 

5  9.3 

8.3 

18.2 

5 

20.2 

4 

Northwest  Energy 

18.2tt 

5 

15.8 

1.3 

7.4 

7         8.1  tt 

3.2 

33.2i 

2 

16.9* 

5 

Ark  Louisiana  Gas 

17.9 

6 

16.5 

0.7 

9.3 

4  9.6 

10.7 

8.1 

11 

11.0 

7 

Texas  Gas  Transmn 

15.6 

7 

15.0 

0.8 

7.9 

6  8.3 

5.6 

12.3 

8 

11.7 

6 

Peoples  Gas 

15.1 

8 

15.4 

1.0. 

7.9 

8  7.7 

7.1 

14.5 

6 

8.6 

8 

Transco  Companies 

14.6 

9 

18.9 

1.5 

6.9 

11  5.7 

8.5 

8.8 

10 

0.9 

11 

Am  Natural  Resources 

14.5 

10 

15.8 

1.0 

7.7 

9  7.1 

8.0 

13.3 

7 

8.1 

9 

Columbia  Gas  System 

12.1 

11 

12.5 

1.1 

6.5 

10  6.5 

6.9 

12.3 

9 

4.3 

10 

Medians 

17.9 

16.5 

0.8 

7.9 

8.3 

7.9 

14.5 

11.7 

DISTRIBUTORS 

Entex 

23.1% 

1 

31.4% 

1.1 

13.8% 

1  11.4% 

5.6% 

25.3% 

2 

30.5%t 

1 

Oklahoma  Natural  Gas 

19.4 

2 

26.1 

1.1 

12.9 

2  10.4 

6.7 

25.1 

3 

14.1 

2 

NICOR 

13.8 

3 

17.2 

0.8 

8.6 

4  7.4 

6.3 

16.6 

4 

4.5 

7 

Southern  Union 

13.4 

4 

8.7 

0.8 

5.7 

3  8.2 

2.5 

25.7 

1 

7.9 

5 

No  Indiana  Pub  Svc 

13.0 

5 

12.2 

1.0 

5.7 

11  6.0 

8.9 

13.2 

5 

2.0 

10 

Atlanta  Gas  Light 

12.3 

6 

13.7 

0.9 

7.0 

8  6.3 

4.6 

11.1 

11 

9.7 

3 

Consol  Natural  Gas 

11.9 

7 

17.6 

0.8 

9.6 

5  7.3 

9.7 

11.2 

10 

8.9 

4 

Laclede  Gas 

11.5 

8 

11.8 

1.0 

6.5 

7  6.5 

4.2 

11.5 

8 

2.1 

9 

Brooklyn  Union  Gas 

10.6 

9 

12.7 

1.0 

7.5 

9  6.3 

6.5 

12.8 

7 

0.4 

13 

National  Fuel  Gas 

10.1 

10 

9.9 

0.7 

6.8 

6  6.6 

4.2 

13.0 

6 

6.2 

6 

Pacific  Lighting 

9.2 

11 

11.2 

1.0 

6.2 

12  5.6 

5.1 

9.2 

13 

2.1 

8 

Gas  Service 

8.9 

12 

8.9 

1.0 

5.6 

10  6.0 

2.1 

9.6 

12 

1.3 

11 

Washington  Gas  Light 

8.8 

13 

12.4 

1.0 

6.9 

13  5.5 

6.4 

11.3 

9 

1.0 

12 

Medians 

11.9 

12.4 

1.0 

6.9 

6.5 

5.6 

12.8 

4.5 

Industry  Medians 

14.6 

15.8 

0.9 

7.7 

7.4 

6.4 

13.3 

9.0 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  average.      ft  Three-year  average.      t  Four-year  growth 
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It's  one  phone  call  to  one 
InCorp  Banker  who's  skilled 
in  providing  the  many  services  of  a 
$2  billion,  multi-national  corporation. 

Services  like  commercial  lending,  leasing, 
international  banking,  appraisals,  factoring,  and 
funds  management. ..coordinated  to  best 
serve  your  needs.  V^MUf 

For  more  i  nf or mation ,  cal  I  ^ 
George  P.  Clayson  III,  Senior  Vice- if 
President,  at  (401 )  278-5840.  «*J 

One  InCorp  Banker  delivers  on  ^JV 
all  your  company's  financial  needs 


INCORP 

INDUSTRIAL  NATIONAL  COflP 


A  financial  services  company 


i trial  National  Bank,  Prov..  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York.  N  Y.  •  Mortgage  Assoc.,  Inc..  Mil.,  Wis.  •  Kensington  Mortgage  and  Finance 
.  Mil.,  Wis  •  Southern  Discount  Co.,  Atl.,  Ga  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster  Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co..  Fair  Lawn,  N.J. 
Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp.,  Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co.,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 


Report 
to 

management 

OBJECTIVE:  To  identify  the  most 
profitable  locatbn  for  a  new  plant. 

CRITERIA:  Labor  /  Tralnability,  De- 
pendability and  Productivity  rank 
Nebraska  with  the  best.  "Value 
Added  rate  is  $3.85  per  dollar  of 
production  payroll."  Energy  /  Ne- 
braska electric  rates  are  the  low- 
est in  the  Midwest.  Proximity  to  vast 
low-sulfur  coal  deposits  and  efforts 
in  harnessing  nuclear  potential  in- 
dicate a  bright  future.  Access  / 
One  day  from  Nebraska  to  a  heart- 
land market  of  50  millbn.  Central 
location  is  ideal  to  serve  national 
markets.  Other  /  Details  are  in  the 
Nebraska  "Reasons  Book." 

CONCLUSION:  Consider  Nebras- 
ka for  a  most  profitable  plant  loca- 
tion. 

Get  a  full  report  on  how  your  next 
plant  will  profit  more  in  Nebraska. 
Send  for  your  copy  of  our  "Reasons 
Book"  today. 


Mr  Chuck  Elliott.  C.I.D.. 
Department  of  Economic  Development. 
P.O.  Box  94762.  451  State  Capitol 
Lincoln,  Nebraska  68509 
(402)  471-3111 

nEBRWKfl 

For  Rll  The  Right  Rea/on/ 

NAME  

TITLE  

COMPANY  

ADDRESS  

CITY  STATE  

PHONE  ZIP  
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imports.  The  much-vaunted  coal-conver- 
sion program  of  President  Carter — no 
lover  of  nuclear  plants — is  currently  in 

shreds. 

Equally  worrisome  is  how  these  cut- 
hacks  will  affect  the  nation's  electricity 
supply.  "The  lights  will  begin  going  out 
in  1979,"  warns  Florida  Power's  Hines. 
In  fact,  the  National  Electric  Reliability 
Council  predicts  rotating  blackouts  start- 
ing in  the  Southeast  next  year  and  in  the 
Midwest  and  Southwest  by  1981. 

Are  such  fears  exaggerated?  At  pres- 
ent, there's  plenty  of  surplus  capacity. 
Last  year  the  electrics  had  a  31%  reserve 
margin,  far  in  excess  of  1972  s  20%.  But 
this  could  soon  change.  "It  may  be  shav- 
ing it  close,  but  we're  headed  for  a  15% 
margin  because  frankly  we  don't  visual- 
ize getting  the  money  to  do  any  better," 
says  Southern's  Vogtle. 

Paradoxically,  these  cuthacks  and  un- 
certainties come  when  the  electrics  are 
reporting  better  figures.  Industry  oper- 


the  21st  century,  and  more  can  doubtless 
be  found,  provided  users  are  prepared  tq 
pay  a  higher  price. 

For  suppliers,  there  s  nice  money  to 
be  made  at  present  prices.  Look  at  Pio-j 
neer  Corp.  with  its  28%  return  on  equi- 
ty. Or  Houston  Natural  Gas  and  Entex, 
with  hetter  than  30%  average  yearly 
gains  in  earnings.  Of  course  these  are 
Texas  companies  selling  their  gas  inside 
the  state  where  prices  are  high  and 
shortages  don't  exist. 

However,  even  in  the  interstate  na- 
tional market  a  company  can  prosper  as 
long  as  it  has  good  gas  supplies.  It  also 
helps  if  those  supplies  are  protected  hy 
being  used  in  the  high-priority  residen- 
tial market.  For  example,  Peoples  Gas, 
with  adequate  supplies,  shows  sprightly 
earnings  growth.  By  contrast,  Columbia 
Gas  System,  with  58%  of  its  customers  in 
industry,  finds  it  increasingly  hard  to  get 
gas  or  make  money.  For  El  Paso,  which 
currently     shows     negative  earnings 


".  .  .'Without  hesitation  I'd  say  these  are  the  trickiest 
times  we've  ever  been  through.  It's  absolutely  impossible 
to  predict  with  any  certainty  where  we  are  headed'  . . ." 


ating  revenues  in  1977  were  up  14%  and 
earnings  ahead  by  15%.  The  median  re- 
turn on  equity  at  12%  is  up  for  the  third 
successive  year. 

But  as  the  Yardsticks  clearly  show, 
what  still  separates  the  sheep  from  the 
goats  is  location.  There  is  reasonable 
prosperity  throughout  most  of  the  Sun- 
belt, with  Texas  (where  rate  relief  comes 
generously  and  quickly)  showing  the 
best  returns.  For  example,  Southwest- 
ern Public  Service  returns  24%  on  equi- 
ty and  easily  copes  with  the  25,000  or  so 
newcomers  flocking  into  its  service  area 
each  year. 

It's  a  different  story  along  the  East 
Coast  or  in  the  Midwest.  There,  many 
plants  still  rely  on  imported  oil;  rate 
increases  lag  cost  increases  and  common 
stock  issues — hard  to  sell — are  a  key 
source  of  building  funds.  No  fewer  than 
nine  utilities  there  show  negative  earn- 
ings-per-share  growth. 

While  it's  almost  impossible  to  say 
what  lies  ahead,  the  Yardsticks  do  give 
one  possible  clue:  Look  at  Consolidated 
Edison's  ranking  in  the  last  column — 
second  among  all  electric  companies  in 
five-year  earnings-per-share  growth.  If 
you  want  to  make  your  earnings  grow 
and  look  like  a  hero — in  the  short  term — 
then  slash  your  construction  program.  If 
too  many  utility  bosses  follow  Con  Ed's 
lead,  then  the  lights  will  really  go  out  in 
the  1980s. 

Among  the  natural  gas  companies,  the 
cry  is  also  of  shortages.  But  in  a  sense 
this  is  an  artificial  shortage.  U.S.  re- 
serves will  probably  last  comfortably  into 


growth,  relief  may  be  at  hand.  It  has  at 
last  shed  Beaunit,  its  costly  venture  into 
textiles,  and  this  year  will  receive  its  first 
shipments  of  liquefied  natural  gas  from 
Algeria. 

President  Carter's  promise  to  veto  any 
price  deregulation  sent  natural  gas  utility 
stocks  downward,  but  the  future  is  by  no 
means  bleak.  It's  just  that  prices  will  not 
rise  as  quickly  or  as  high  as  producers 
would  like. 

Profits  From  Tolls 

Without  exception,  the  prospects  of 
the  telecommunications  companies  have 
brightened.  This  is  one  of  the  few  ma- 
ture industries  still  showing  productivity 
gains.  Automated  electronic  equipment 
is  sending  switchboard  operators  the  way 
of  buggy-whip  makers. 

The  real  money  in  this  business  is 
made  in  long-distance  calls.  This  year  for 
the  first  time  American  Telephone  & 
Telegraph  could  garner  over  50%  of  its 
expected  $39-billion  revenues  from  toll 
calls.  Granted  tolerable  amounts  of  rate 
relief,  most  phone  companies  either 
raised  dividends  in  1977  or  were  likely  to 
do  so  early  in  1978.  In  the  years  ahead, 
revenues  should  mount  rapidly  as  the 
phone  plays  a  bigger  role  with  the  com- 
ing wave  of  electronics  funds  transfer 
and  electronics  mail. 

One  measure  of  investor  confidence: 
AT&T  had  no  difficulty  late  in  1977  in 
selling  a  record  $718  million  of  common 
stock  even  with  the  Justice  Department 
threatening  to  break  Ma  Bell  into 
pieces.  ■ 
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It's  your  estate. 

Make  it  payout 
ithout 
unning  out. 


Capital  Conservation.  It's  an  important 
concept  when  you're  planning  your 
estate.  Without  it,  the  estate  you  leave 
yourfamily  may  not  last  long  enough  or 
provide  enough  income  to  sustain  their 
current  lifestyle.There  is  a  way  however, 
to  give  them  the  income  they  need 
without  eroding  principal.  Just  pick  up 
the  phone  and  say  "Hello,  Prudential'' 

Prudential's 
capital  conservation 
plans  can  help  provide  for 
your  family's  needs. 

A  specially  trained  Prudential 
representative  can  show  you  how  your 
life  insurance  can  be  coordinated  with 
your  other  assets  to  help  provide 
for  your  family's  important 
financial  needs. 


You  can  leave  more 
than  financial  security. 

A  Prudential  plan  to  conserve  capital 
gives  your  family  a  psychological,  as  well 
as  financial,  sense  of  well-being.  It  is  a 
realistic  means  of  creating,  conserving 
and  distributing  your  estate  for  your 
family's  benefit. 

Call  Prudential. 

Find  out  how  capital  conservation  can 
help  your  family.  Call  a  Prudential 
representative  today.  We'll  show  you 
how  your  estate  can  pay  out  without 
running  out. 


$,  Prudential 

Life  Health  Auto  Home 


The  Prudential  Insurance  Company  of  America 


Transportation 


For  airlines  and  truckers,  worries  are  giving  way  to 
good  cheer.  But  the  rails  still  have  big  problems. 


Like  the  stock  market,  businessmen 
are  said  to  abhor  uncertainty.  And  last 
year  airline  executives  faced  the  most 
unsettling  situation  they  had  ever 
known:  The  prospect  that  the  regulatory 
structure  under  which  they  had  operated 
for  four  decades  would  be  fundamentally 
transformed  by  major  deregulation. 

The  push  for  deregulation  has  come 
mainly  from  Senators  Edward  Kennedy 
(D — Mass.)  and  Howard  Cannon  (D — 
Nev.).  Delta  Chairman  W.T.  Beebe 
called  their  original  bill  "ill-conceived 
and  potentially  ruinous."  Other  airline 
heads  labeled  it  "a  cruel  hoax,"  "destruc- 
tive," "utterly  unrealistic."  Only  United 
among  the  domestic  majors  supported  it. 

There  are  other  uncertainties  on  the 
carriers'  horizon,  such  as  price-cutting 
and  fears  that  their  feeble  balance  sheets 
would  keep  them  from  buying  needed 
new  aircraft. 

But  today  airline  brass  is  not  only 


breathing  easier  but  smiling.  Seasons: 
Deregulation  a  la  Kennedy  seems  re- 
mote, and  1977  ended  with  a  profitable 
bang.  Trunk  airline  profits  totaled  some 
$600  million  last  year,  up  from  $340 
million  in  1976  and  a  $100-million  loss  in 
1975.  Median  return  on  equity  for  the 
latest  12  months  was  12.1%  vs.  a  five- 
year  average  of  7.9%;  median  return  on 
capital  was  a  poor  6%,  but  at  least  it  was 
far  better  than  the  five-year  figure  of 
4.3%.  Delta's  nine-month  1977  net  was 
up  36%,  Continental's  82%,  Braniff's 
46%.  Pan  Am  ended  an  eight-year  string 
of  operating  losses  with  its  first  profit 
since  1969. 

The  essence  of  deregulation  is  in  sig- 
nificantly easing  airline  entry  into  new 
markets,  which  critics  feared  would 
overcrowd  lucrative  routes  and  destroy 
profitability  as  carriers  slashed  prices  to 
win  market  share.  Now  the  deregulation 
bill  would  limit  the  number  of  new  mar- 


kets a  carrier  could  enter  each  year,  and 
allow  carriers  to  preserve  selected  routes 
from  new  competition  for  five  years.  "It's 
larded  with  gradualism,"  says  Lehman 
Brothers  Kuhn  Loeb's  Bobert  J. 
Joedicke. 

Even  the  larding  may  not  let  the  bill 
slip  through  into  law.  Predicts  American 
Airlines  boss  Albert  Casey,  "I  don't  see 
Congress  doing  a  damned  thing.  It's  an 
election  year,  and  nobody  wants  to  make 
anybody  angry.  The  unions  are  on  our 
side  against  deregulation,  and  I  can't 
think  Congress  will  stir  up  their  ire." 

Ironically,  some  of  the  steam  behind 
the  bill  has  been  taken  away  by  the  same 
Civil  Aeronautics  Board  whose  past  poli- 


Transportation — Air:  Yardsticks  of  Management  Performance 
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Earnings/Share 
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Average 
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Average 

Rank 

Emery  Air  Freight 

37.7% 

1 

36.5% 

0.0 

35.6% 

1 

37.7% 

5.6% 

18.4% 

4 

19.0% 

4 

Delta  Air  Lines 

17.6 

2 

17.5 

0.3 

9.1 

2 

9.0 

5.7 

18.4 

3 

13.6 

5 

Braniff  Intl 

17.6 

3 

18.0 

1.2 

9.0 

3 

8.6 

4.5 

12.8 

8 

25.5 

3 

Western  Air  Lines 

14.1 

4 

.12.4 

0.8 

5.9 

5 

6.7 

2.2 

13.2 

7 

43.2 

1 

Tiger  International 

11.3 

5 

10.1 

2.0 

4.9 

6 

5.4 

4.9 

.  20.5 

1 

10.2 

6 

Northwest  Airlines 

10.1 

6 

12.1 

0.1 

8.9 

4 

6.9 

8.0 

14.7 

6 

7.9 

7 

National  Airlines 

8.9 

7 

2.3 

0.4 

2\0 

7 

4.5 

0.9 

9.4 

13 

3.5 

9 

UAL 

6.8 

8 

11.3 

0.8 

5.6 

8 

4.0 

2.8 

10.7 

11 

30.1 

2 

Continental  Airlines 

3.5. 

9 

11.7 

1.9 

5.8 

9 

3.7 

3.1 

11.6 

9 

-3.6 

10 

■  American  Airlines 

3.3 

10 

14.0 

0.6 

8.3 

11 

2.7 

4.2 

9.6 

12 

4.1 

8 

Allegheny  Airlines 

2.0 

11 

1.3 

2.5 

3.0 

10 

3.1 

0.2 

19.5 

2 

D-P 

Trans  World  Airlines 

1.1 

12 

12.1 

2.2 

6.0 

12 

2.6 

1.6 

17.6 

5 

-8.7 

11 

Eastern  Air  Lines 

def 

13 

7.4 

2.3 

4.5 

13 

1.7 

1.2 

11.3 

10 

P-D 

12 

Pan  Am  World  Airways 

def 

14 

18.4 

2.1 

7.7 

14 

0.7 

3.4 

7.2 

14 

D-D 

13 

Industry  Medians 

7.9 

12.1 

1.0 

6.0 

4.3 

3.3 

13.0 

7.9 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  on  page  38.      P-D  Profit  to  deficit       D-D  Deficit  to  deficit       D  P  Deficit  to  profit;  not  ranked.      def  Deficit 
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cies  motivated  the  reformers.  "A  lot  of 
what  is  in  the  legislation  is  being 
achieved  by  the  CAB  under  existing 
law,"  notes  Goldman,  Sachs  analyst  Mi- 
chael Armellino.  Charter  rules  have 
been  liberalized,  "experimental  pricing" 
(bureaucratese  for  price-cutting)  encour- 
aged, fare-setting  reformed,  and  the 
CAB  will  allow  more  route  competi- 
tion— which  the  airlines  would  rather 
have  come  from  the  CAB  than  from  Ted 
Kennedy.  (If  things  go  wrong,  the  CAB 
can  reverse  gears  faster  than  Congress.) 

Fare-discounting  also  seems  less 
threatening  today.  Even  though  Ameri- 
can (soon  followed  by  others)  offered  a 
45%  discount  between  New  York  and 
Los  Angeles,  and  Delta  and  others  re- 
cently were  allowed  to  cut  fares  in  half 
on  certain  New  York-Miami  flights,  the 


impact  of  price-cutting  on  the  major 
trunk  carriers  is  mixed.  Says  United's 
CEO  Richard  Ferris,  "It  depends  on  the 
markets.  In  certain  ones,  discounting  has 
been  a  net  help.  From  what  I  can  see,  it 
has  proved  beneficial  on  the  transconti- 
nental market.  But,  for  our  system,  the 
net  effect  has  meant  less  revenue." 

One  thing  discounting  has  done  is  to 
cool  off  the  once  torrid  growth  in  charter 
flights  from  43%  in  1976  to  an  unexpect- 
edly low  7%  last  year. 

Airline  executives  were  made  even 
happier  by  the  sudden  traffic  surge  be- 
ginning in  September,  after  only  so-so 
gains  in  the  first  eight  months.  This  late 
growth  brought  hefty  profits,  as  the  car- 
riers were  geared  for  slower  growth  and 
found  their  load  factors  unexpectedly 
high.  Quips  Casey:  "The  only  time  air- 


lines make  money  is  when  they  misread 
the  market." 

Another  encouraging  sign  for  the  in- 
dustry is  that  the  major  carriers  are  be- 
ing very  hardheaded  this  time  about 
whether  to  commit  themselves  to  a  new 
generation  of  transports  or  remodel  ex- 
isting craft;  a  decision  is  due  soon.  And 
money  for  new  planes  should  be  avail- 
able one  way  or  another.  Says  analyst 
Theodore  Shen  of  Donaldson,  Lufkin  & 
Jenrette:  "While  capital  and  capacity  re- 
straints may  sound  negative,  the  earn- 
ings impact  will  be  extremely  positive,  at 
least  for  the  survivors.  In  this  environ- 
ment, industry  profitability  will  be 
forced  upward.  Carriers  won't  be  tempt- 
ed to  pursue  reckless  competitive  tactics 
as  they  have  always  done  in  the  past." 

In    the    meantime,    airline  balance 
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Chic  &  Nortli  Western 

45.7% 

1 

38.4% 

5.9 

7.1% 

6 

5.8% 

3.2% 

6.5%M 

11 

-7.5%« 

12 

Missouri  Pacific  Corp 

30.0f 

2 

27.6 

1.7 

11.5 

1 

9.0t 

7.5 

12.4« 

4 

22.  m 

3 

Southern  Railway 

10.8 

3 

12.4 

0.6 

6.8 

3 

6.2 

10.0 

9.0 

8 

14.3 

7 

Norfolk  &  Western  Ry 

10.6 

4 

11.4 

0.5 

6.4 

5 

5.9 

9.9 

2.6 

14 

20.9 

4 

Union  Pacific 

9.1 

5 

11.0 

0.3 

7.5 

2 

6.6 

9.1 

16.0 

1 

16.4 

6 

Santa  Fe  Industries 

8.2 

6 

9.6 

0.4 

6.6 

4 

5.9 

8.7 

11.6 

5 

17.6 

5 

Chessie  System 

8.1 

7 

6.6 

0.7 

4.5 

9 

5.1 

5.1 

6.3 

12 

26.6 

2 

IC  Industries 

7.9 

8 

9.8 

0.6 

5.9 

8 

5.2 
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14.9 
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10.5 

9 

Seaboard  Coast  Line 

7.8 
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5.7 

7 

5.5 
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16.0 

2 

12.1 

8 

Southern  Pacific 

5.8 

10 
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4.5 

10 

4.2 

5.9 

7.2 

10 

2.5 

11 

St  Louis-San  Fran  Ry 

5.0 

11 

6.7 

0.8 

4.2 

11 

3.5 

4.3 

7.7t 

9 

4.0t 

10 

Burlington  Northern 

4.2 

12 

4.5 

0.5 

3.7 

12 

3.5 

3.8 

10.2 

6 

31.2 

1 

Chicago  Milwaukee 

def 

13 

def 

0.5 

0.0 

13 

0.4 

def 

10.1 

7 

D-D 

13 

Chicago  Rock  Island 

def 

14 

def 

0.8 

def 

14 

def 

def 

4.7 

13 

D-D 

13 

Medians 

8.0 

8.9 

0.6 

5.8 

5.4 

5.3 

9.6 

13.2 

TRUCKERS 

Yellow  Freight  System 

28.7% 

1 

24.6% 

0.2 

17.9% 

2 

17.3% 

6.0% 

19.3% 

2 

21.6% 

2 

Roadway  Express 

25.6 

2 

21.2 

0.0 

20.4 

1 

24.1 

6.0 

16.6 

4 

22.4 

1 

Leaseway  Transportn 

24.9 

3 

23.3 

1.6 

9.7 

5 

9.5 

4.6 

13.2 

5 

20.3 

3 

McLean  Trucking 

21.2 

4 

18.2 

0.3 

13.4 

3 

13.9 

3.5 

17.9 

3 

16.9 

4 

Consol  Freightways 

17.7 

5 

24.4 

0.2 

18.6 

4 

13.1 

4.5 

11.9 

6 

10.4 

5 

Ryder  System 

10.3 

6 

22.8 

1.4 

9.9 

7 

6.1 

4.4 

23.2 

1 

2.3 

6 

Allied  Van  Lines 

10.0 

7 

14.5 

0.3 

10.3 

6 

7.7 

0.6 

9.2t 

7 

Lit 

7 

Medians 

21.2 

22.8 

0.3 

13.4 

13.1 

4.5 

16.6 

16.9 

OTHER  SURFACE  TRANS 

Moore  McCormack  Res 

20.7% 

1 

16.7% 

1.0 

8.2% 

3 

12.8% 

9.3% 

27.6% 

1 

D-P 

Transway  Intl 

18.2 

2 

18.5 

0.3 

14.8 

1 

15.0 

3.4 

7.9 

4 

10.8% 

2 

Alexander  &  Baldwin 

16.5 

3 

9.1 

0.2 

7.6 

2 

13.6 

5.7 

7.8 

5 

28.2 

1 

Greyhound 

12.0 

4 

11.2 

0.5 

8.3 

4 

8.6 

2.0 

13.5 

3 

2.5 

3 

Seatrain  Lines 

def 

5 

47.7 

8.7 

6.5 

5 

0.7 

3.4 

22.8 

2 

P-0 

4 

American  Export  Inds 

def 

6 

def 

5.7 

def 

6C 

def 

def 

5.0 

6 

D-D 

5 

Medians 

14.3 

14.0 

0.8 

7.9 

10.7 

3.4 

10.7 

2.5 

Industry  Medians 

10.3 

11.4 

0.5 

7.1 

6.1 

4.5 

11.6 

11.5 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  38. 
D-D  Deficit  to  deficit.      D-P  Deficit  to  profit;  not  ranked. 


t  Four-year  average, 
def  Deficit. 


t  Four-year  growth.      tt  Three-year  growth.      P-D  Profit  to  deficit 
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sheets  are  improving  as  depreciation  on 
current  equipment  yields  enormous  cash 
flows.  UAL  and  American  have  been 
retiring  debt.  Industry  interest  pay- 
ments on  long-term  debt,  which  reached 
a  $400-million  peak  in  1975,  are  now 
under  $300  million.  The  airlines  are  also 
benefiting  from  a  1976  tax-law  change 
that  allows  a  carrier  to  apply  the  invest- 
ment tax  credit  against  all  its  tax  liability 
(assuming  it  has  earnings)  rather  than  the 
former  50%.  This  added  $90  million  to 
incremental  earnings. 

The  industry's  sky  is  not 
all  blue:  The  jury  is  still  out 
on  fare-discounting;  labor 
and  fuel  costs  will  keep  ris- 
ing; the  economy  could  fal- 
ter, hurting  traffic;  a  stiff 
deregulation  bill  might  still 
conceivably  go  through.  But 
for  now,  most  airlines  have 
reason  to  be  more  hopeful. 
"We're  all  a  bunch  of  eter- 
nal optimists,"  says  Ameri- 
can's Casey.  "You'd  never 
be  in  this  industry  if  you 
weren't." 

The  truckers  also  had  de- 
regulatory  worries  in  1977. 
The  White  House,  the  Jus- 
tice Department,  Ralph 
Nader,  even  the  once-som- 
nolent Interstate  Com- 
merce Commission  want 
changes  that  could  upset  the 
truckers'  cozy  world.  Unlike 
railroads  and  airlines,  motor 
carriers  have  fared  well  un- 
der regulation,  perhaps  be- 
cause their  charges  are  less 
visible  to  the  consumer. 
Their  five-year  median  re- 
turn on  equity  is  a  hefty 
21.2%,  their  median  return 
on  capital  13.1%,  both 
among  the  highest  in  U.S. 
industry.  And  unlike  their 
transportation  brethren, 
truckers  have  enough  politi- 
cal clout  to  stand  up  to  the 
staunchest  consumerist. 

True,  changes  have  and 
will  come,  but  the  reforms 
are  likely  to  hurt  the  15,000- 
or-so  small  truckers,  not  the 
handful  of  biggies  listed  on 
Forbes'  tables.  Late  last 
year,  for  example,  the  ICC  enlarged  the 
commercial  zones  around  cities,  thus 
opening  those  areas  to  more  competition. 
The  reformers  applauded.  But  the  net 
result,  notes  Mitchell,  Hutchins  trans- 
portation analyst  John  Pincavage,  "will  be 
to  put  a  lot  of  short-haul  carriers  out  of 
business.  The  long-haul  carriers  can  now 
pick  up  and  deliver  in  these  expanded 
areas  without  dividing  their  revenues" 
with  small  truckers. 

"The  chief  attraction  of  the  large 
truckers,"  says   Donaldson,   Lufkin  & 


Jenrefte  analyst  Henry  Schmitt,  "has 
been  their  market  penetration.  They  still 
have  relatively  low  market  shares  versus 
what  .you  see  in  other  industries";  Road- 
way, the  biggest,  has  only  4.4%.  The 
big-company  shares  should  grow  as<  the 
deregulation  talk  makes  small  carriers 
seek  to  sell  while  the  selling  is  good. 

Despite  awful  first-quarter  weather, 
truckers  did  well  in  1977.  Intercity  freight 
tonnage  was  up  about  7%  for  the  industry, 
and  well  over  10%  for  industry  leaders. 


My  Friend,  Big  Business:  Critics  charge  that 
Ted  Kennedy's  push  for  airline  and  trucking 
deregulation  will  lead  to  consolidations, 
thereby  helping  the  strong,  hurting  the  weak 


Profits  were  also  up,  and  return  on  invest- 
ment stayed  high.  This  year,  barring  a 
recession,  the  major  carriers  should  be 
able  to  lift  earnings  by  at  least  10%.  New 
trucks  are  far  more  expensive  these  days, 
and  labor  and  fuel  costs  are  rising.  But  the 
ICC  is  likely  to  let  the  motor  carriers  pass 
on  most  of  the  higher  costs — which  the 
railroads  also  face,  so  the  competitive 
relationship  will  not  change. 

This  year  will  probably  show  a  reverse 
of  last  year's  pattern  for  the  railroads. 
Then  they  did  well  thanks  to  a  January 


rate  increase  and  good  economic  activity; 
but  a  sag  in  the  second  half  made  the  year 
something  of  a  disappointment  for  most. 
Wages  rose  in  July,  the  economy  slowed  a 
bit  and  several  carriers  were  hurt  by 
special  factors.  Chessie  and  Norfolk  & 
Western,  both  large  coal  haulers,  were 
injured  by  the  December  mine  workers' 
strike  and  the  wildcat  walkouts  preceding 
it;  before  the  strike,  Chessie  s  third-quar- 
ter results  dropped  76%.  Western  roads 
were  hurt  by  weak  grain  traffic,  while  a 
prolonged  iron-ore  strike 
helped  give  Burlington 
Northern  a  deficit  in  the 
third  quarter. 

Some  well-managed 
roads,  like  Southern  Rail- 
way and  Missouri  Pacific, 
had  a  good  year  in  1977. 
Both  serve  prosperous  re- 
gions and  have  a  good  mix- 
ture of  freight.  IC  Indus- 
tries railroad  managed  to 
show  a  profit  last  year  after  a 
$6.4-million  loss  in  1976, 
despite  increasing  what  has 
been  an  inadequate  rail- 
maintenance  budget. 

Railmen  are  now  negoti- 
ating a  new  labor  contract  in 
which  they  hope  to  win 
work-rule  and  productivity 
concessions.  If  they  do,  they 
will  probably  pay  for  it  in 
even  higher  wage  hikes  than 
the  7%  of  1977.  Those  high- 
er costs  won't  be  covered  by 
rate  increases  until  mid- 
year. Thus  the  first  half  of 
1978  should  be  worse  than 
the  second. 

Despite  the  much-touted 
Railroad  Revitalization  & 
Regulatory  Reform  Act — 
Quad  R — which  gave  rails 
more  rate-setting  flexibility, 
encouraged  mergers  and 
provided  $1.6  billion  in  loan 
guarantees  and  preferred 
stock  for  marginal  roads,  the 
railroads'  basic  position  isn't 
likely  to  improve  much, 
outside  of  hauling  coal.  As 
N&W  Chahman  John  Fish- 
wick  puts  it,  "You  can  do  all 
these  things  about  rate  free- 
dom and  loans,  but  until 
they  get  to  the  basic  economics  of  what  is 
and  what  should  be  competitive  situa- 
tions between  various  modes  of  trans- 
port, you  haven't  tackled  the  basic  prob- 
lem." The  Highway  Trust  Fund  still 
shells  out  $6  billion  annually  for  con- 
struction. The  railroads  last  year  spent 
about  $3.5  billion  of  their  own  money  on 
railway  maintenance  alone. 

The  political  tide  is  finally  starting  to 
swing  back  to  the  railroads.  The  question 
is:  Will  it  move  fast  enough  to  save  them 
from  ultimate  Conrailization?  ■ 
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YOU'VE  GOT  A  LOT  TO  LEARN 
ABOUT  ARKANSAS 


Where  i*  the  l»c«t 
l»l:tcc  to  locate? 

Our  research  department  will 
prepare  a  site  feasibility  study  fur 
you.  You'll  know  all  about  trans 
portation,  labor,  costs,  and  resources 
before  you  plant  your  plant  in 
Arkansas.  Send  coupon  to: 


Arkansas, 
the  international 
port. 

If  you've  got  your  eyes  on 
foreign  markets. ..or  you  import 
g(xids  for  assembly  in  the  United 
States,  it  would  benefit  you  to 
take  a  closer  look  at  Arkansas. 
Arkansas  has  six  public  ports, 
plus  foreign  trade  zone  #14  in 
Little  Rock  that  could  mean  new- 
worldwide  opportunities  for  you. 
For  more  information  send 
coupon  to:  AIDC.  Slate  Capital. 
Little  Rock.  Arkansas  72201 


i  i 


■si 


AIDC,  Stair  Capitol. 
Little  Ruck.  Arkansas 
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Clip  N'  Save! 


'J 


-1 


Cut  this  coupon 
and  learn  how 
to  cut  costs. 

Locating  in 
Arkansas  can  help 
you  increase  profit- 
ability. A  favorable 
tax  structure,  lower 
labor  and  land  costs, 
availability  of  power 
and  water,  good 
transportation  sys- 
tems and  more... all 
add  up  to  less  cost 
per  unit.  For  "less" 
information  send  to: 
AIDC,  State  Capitol 
Little  Rock 
Arkansas  72201 


We  Finance 

Through  progressive 
legislation,  many  Arkansas 
communities  have  completely 
financed  incoming  industries. 
Local  governments  have  the 
power  to  issue  bonds  without  a 
general  election.  Sound  gmd?  We 
want  to  tell  you  more. ..Send 
coupon  to:  AtDC  Slate  Capital. 
Little  Rack.  Arkansas  72201 


ARKANSAS 

It's  time  you  learned  the  whole  story 


AC  501/371-1121 


Sir  Wm.  Cook 

and  Prof  esso 


Look  where  the  science  of 
communications  is  now. 

Man's  early  desire  to  communicate  beyond 
the  range  of  his  eyes  and  voice  gave  rise  to 
today's  science  of  communications.  Through 
that  science,  signals  for  visual  and  verbal 
messages  have  already  connected  many  parts 
of  the  world.  The  signals  travel  at  speeds  up 
to  186,000  miles  per  second,  spanning  neigh- 
borhoods, continents  and  oceans  —  as  well 
as  the  oceans  of  space  between  planets. 

As  advanced  as  communications  are,  the 
quest  still  goes  on  for  improvements  in  reli- 
ability, efficiency  and  economy.  And  more 
broadly,  for  methods  that  don't  yet  exist. 

In  the  thick  of  it  all  you'll  find  Rockwell 
science  and  technology,  working  with  every- 
thing from  tiny  microprocessors  to  micro- 
waves and  space  satellites. 

Here  are  just  a  few  highlights  of  what  we're 
doing.  Additional  information  appears  in  our 
annual  report.  Write  Rockwell  International, 
Department  815R,  600  Grant  Street,  Pittsburgh, 
PA  15219. 


we 


1976  was  the  safest  year  in 
U.S.  airline  history.  .  .  signifi- 
cant, when  you  consider  that 
2,300  airliners  flew  220  million 
passenger  miles  while  setting 
that  record.  And  95%'  of 
U.S. -built  jetliners  relied  on 
Rockwell-Collins  compo- 
nents to  do  it:  communica- 
tions, navigation  and  flight- 
control  equipment.  Business, 
private  and  government 
operated  aircraft  through- 
out the  world  also  use 
Rockwell-Collins  equipment. 


Rockwell  is  building  NA1 
STAR  satellites  for  the  U. 
Department  of  Defense  th 
will  soon  provide  a  revolui 
tionary  new  means  of  land! 
sea,  air  and  space  navigai 
tion.  In  the  1980's,  traveller; 
using  special  receivers  wil 
be  able  to  calculate  thei 
global  positions  to  within  3t 
ft.,  their  exact  speeds  anc 
the    correct    time  frorri 
NAVSTAR's  clocks  which  gair 
or  lose  only  a  second  everjj 
30,000  years. 


In  1837,  three  years  before 
Samuel  Morse  patented  his 
telegraph,  Sir  William  Cooke 
and  Professor  Charles 
Wheatstone  patented  theirs. 
Within  a  year,  their  device 
was  at  work  for  England's 
Great  Western  Railway.  The 
first  electric-current  tele- 
graph, it  used  a  series  of  little 
fingers  that  pointed  to  letters 
and  spelled  out  messages. 
Though  hailed  by  many,  it 
had  at  least  one  detractor. 
He  was  aboard  a  London- 
bound  train  on  New  Year's 
Day,  1845,  when  his  presence 
was  telegraphed  ahead.  In 
London  he  was  met  by  a 
delegation  of  police  who 
promptly  arrested  their  man. 


Mfheotsfone, 
eadtjou. 


jlf  you've  ever  reserved  a  ren- 
tal car,  an  airline  flight  or  a 
jhotel  room,  made  credit  card 
jourchases,  telephoned  a 
jjoranch  office  of  your  com- 
jpany,  or  asked  for  tele- 
phone directory  assistance, 
chances  are  some  portion  of 
jthe  transaction  was  handled 
jjby  a  Rockwell-Collins  auto- 
|matic  call  distribution  system. 
lOur  computer-controlled 
{digital  voice-switching  sys- 
tems are  used  by  govern- 
fment  agencies,  telephone 
companies  and  commercial 
(Organizations. 


In  1950,  we  made  big  news  by 
transmitting  a  single  photo  of 
President  Eisenhower  almost 
700  miles  from  Cedar  Rapids 
to  Dallas  by  satellite.  Today, 
television  pictures  are  being 
transmitted  around  the 
world  at  the  rate  of  7,000  im- 
ages per  second.  By  1978,  162 
Rockwell-Collins-built  earth 
stations  will  be  part  of  the 
world's  largest  system  for 
transmission  of  TV  programs 
by  satellite. 


Until  recently,  the  type  for 
your  morning  newspaper  was 
laboriously  set  at  15  column 
lines  per  minute.  But  now 
there's  Rockwell-Goss  elec- 
tronic equipment  that  works 
at  a  speed  of  1,000  lines  per 
minute.  In  the  time  it  takes 
an  older  machine  to  prepare 
one  page  of  type,  our 
Rockwell  phototypesetting 
unit  can  typeset  an  entire 
66-page  newspaper. 


Many  companies  with  high- 
volume  communications 
have  saved  themselves  a  lot 
of  time  and  money  by  nor 
burying  phone  cables.  In- 
stead, they've  turned  to  our 
Collins  Microwave  Systems 
Division,  the  largest  inde- 
pendent U.S.  supplier  of 
microwave  communications 
systems.  A  single  beam  of 
microwaves  can  carry  up  to 
2,400  conversations. 


Rockwell  International 

...where  science  gets  down  to  business 


Fact  Sheet 


International 


IU  International  Corporation  is  a  diversified  company  with  major  interests  in  ocean  shipping,  land 
transportation,  distribution  services,  utility  services,  industrial  products  and  services,  and  agribusiness 
products  and  services.  IU  evolved  from  a  utilities  holding  company  founded  in  1924.  Today,  IU's 
decentralized  operating  units  have  assets  of  $2.6  billion,  provide  services  and  products  to  customers  in 
35  countries,  and  produce  worldwide  revenues  of  more  than  $2.2  billion.  The  1977  dividend  payment  of 
90  cents  per  common  share  represents  the  33rd  consecutive  year  of  continuous  growth  in  per  share 
payout  to  shareholders. 

The  company  has  approximately  35,000  employees  and  42,000  shareholders.  It  is  headquartered  in 
Wilmington,  Delaware,  and  maintains  executive  offices  in  Philadelphia,  Pennsylvania.  IU's  capital  stock 
is  listed  on  the  following  exchanges:  New  York,  Philadelphia,  Midwest,  Pacific,  Toronto,  Montreal, 
Vancouver,  London,  Amsterdam,  Oslo  and  Tokyo. 

Major  Markets 

Ocean  Shipping— Gotaas-Larsen,  one  of  the  world's  major  independent  shipping  companies,  owns 
and/or  operates  a  fleet  of  48  vessels,  including  oil  tankers,  bulk  carriers,  product/chemical  carriers, 
semi-submersible  oil  drilling  rigs,  and  passenger  cruise  ships.  The  company  has  diversified  most  recently 
into  liquefied  natural  gas  (LNG)  carriers,  and  has  a  20-year  charter  for  the  transportation  of  LNG  from 
Abu  Dhabi  to  Japan. 

Land  Transportation  — Pacific  Intermountain  Express  (P-I-E)  and  Ryder  Truck  Lines  are  each  among  the 
largest  motor  carriers  in  the  United  States,  and  together  serve  nearly  every  major  city.  The  two  truck  lines 
have  more  than  16,000  pieces  of  equipment  providing  services  through  500  general,  bulk  and  special 
commodity  terminals. 

Distribution  Services— IU's  distribution  services  subsidiaries  supply  paper,  janitorial  and  hospital 
supplies  in  27  states;  institutional  food  products  in  five  Southeastern  states;  dental  supplies,  equipment 
and  laboratory  services  in  26  states;  and  a  variety  of  mill  supplies,  piping,  and  plumbing,  heating  and 
electrical  supplies  to  industrial  companies  and  contractors  in  15  states  in  the  Southeast  and  Midwest. 

Utility  Services— Canadian  Utilities  Limited,*  a  66%-owned  Alberta-based  subsidiary,  supplies  natural 
gas  to  257  communities  and  electricity  to  368  communities  in  Canada.  General  Waterworks  Corp.* 
provides  fresh  water  to  more  than  340,000  customers  in  the  United  States. 

Industrial  Products  and  Services— IU's  waste  management  services  subsidiaries  process  slag  and 
reclaim  scrap  for  steel  mills  in  15  countries;  quarry  and  process  lime  and  related  materials  for  construction 
and  pollution  control  applications;  and  market  a  service  which  converts  pollutants  from  smokestack 
emissions  at  electric  utility  plants  into  stable  landfill  and  construction  materials.  IU's  manufacturing 
subsidiaries  make  valves,  piping,  flow  control  systems,  and  related  components  for  the  power,  petroleum, 
chemical  and  gas  processing  industries. 

Agribusiness  Products  and  Services— C.  Brewer  and  Company,  Limited,*  IU's  53%-owned  Hawaiian- 
based  agribusiness  company,  has  diversified  from  its  traditional  base  in  sugar  growing  into  molasses, 
macadamia  nuts,  cardamom  spice,  coffee,  potatoes,  rice,  guava  and  prawns.  The  company's  agribusiness 
consulting  services  help  produce  food  more  efficiently  in  several  developing  nations. 

*These  subsidiaries  have  publicly  traded  securities  outstanding. 

To  reserve  a  copy  ofllTs  1977  annual  report  to  investors,  write  to  Corporate  Affairs  Department, ' 
IU  International,  1500  Walnut  Street,  Philadelphia,  Pennsylvania  19102. 


Retail  Distribution 

Can  positive  thinking  keep  U.S.  retailers  out  of 
a  downturn  late  this  year?  Probably  not.  But  the 
downturn  won't  be  a  disaster  like  that  of  1974. 


"You  know,  the  other  night  I  was  talking 
to  a  group  of  fellow  retailers  here  at  a 
dinner  in  Minneapolis,"  William 
Andres,  chairman  and  chief  executive  of 
$2-billion  department  store  chain  Day- 
ton-Hudson, said  late  last  fall.  "I  tried  to 
stress  just  one  thing:  that  hopefully  our 
customers  won't  listen  too  much  to  what 
the  economists  are  saying  they  should  be 
doing,  because  so  far  the  customer  is 
doing  very  well  by  us."  But  Andres,  of 
course,  was  listening  to  the  economists: 
"I  admit  we're  cautious  in  our  1978  plan- 
ning." But  he  prefers  that  his  customers 
be  less  cautious. 

If  business  was  so  good  last  year, 
what's  alarming  retailers  about  1978? 
Look  at  the  consumer  attitude  surveys 
taken  just  before  the  start  of  last  year's 


Christmas  season  in  which  pollsters  were 
reporting  the  consumer's  cautious  atti- 
tude about  the  future.  The  Conference 
Board  found  that  an  increasing  number 
of  those  surveyed  believe  they  will  be 
worse  off  financially  and  that  jobs  will 
grow  scarce  in  the  months  ahead.  The 
durables  that  were  big  business  in  early 
1977  were  bought  on  installment  pay- 
ments that  have  at  least  a  year  to  run: 
Will  consumers  make  new  commitments 
in  view  of  their  nervous  outlook? 

The  University  of  Michigan  Survey  of 
Consumer  Attitudes  explains  why  retail- 
ers were  apprehensive  as  1978  began, 
even  though  consumers  are  still  buying: 
"Our  data  show  there's  usually  a  six-  to 
nine-month  lag  between  the  downturn 
in  consumer  attitudes  and  the  resultant 


downturn  in  sales,"  says  Dr.  Bichard 
Curtin,  director.  "It's  a  general  insecuri- 
ty about  the  economy,  not  tomorrow  but 
over  the  next  five  years." 

Betailers  have  long  felt  that  their  in- 
dustry operates  on  a  three-year  cycle. 
The  latest  recovery  began  in  the  last  half 
of  1975;  if  the  pattern  holds  true,  that 
means  a  downturn  in  mid-1978.  As  First 
Boston's  retail  analyst  Margaret  Gilliam 
said  in  late  1977,  "It's  going  to  be  a 
strong  Christmas,  and  I'd  even  look  for  a 
pretty  decent  spring  in  1978.  But  after 
that  my  crystal  ball  clouds."  Edward  F. 
Gibbons,  F.W.  Woolworth's  new  chair- 
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1 
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2 
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30.5 
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3 
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0.0 
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4 
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4 
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24.8 

5 
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0.2 
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4 
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7 
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6 
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0.4 
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5 
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3.2 
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1 
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3 
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7 
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0.1 
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6 
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6 
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18.0 

8 

32.2 

0.2 
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9 
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13.3 

10 

12.0 

0.3 

9.3 

11 

9.9 

2.6 
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16 
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0.2 

8.0 
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16 
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1.1 

9.4 

14 

6.5 
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0.8 
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def 

-1.0 

18 

P-D 
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3.7 
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12.9 

0.3 

9.5 

8.7 

2.8 

11.2 

6.7 
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12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note:  Explanation  of  Yardstick  calculations  on  page  38.      t  Four-year  growth.      P-D  Profit  to  deficit.      D-D  Deficit  to  deficit.      def  Deficit.      **  Not  available;  not  ranked 
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Heavy  Traffic:  Storewide  promotions  on  everything  from  paints  to  underwear 
drew  crowds  into  Sears,  but  the  price-cutting  squeezed  corporate  margins. 


man,  adds:  "There  is  a  validity  in  what 
some  of  the  technicians  say — that  we've 
reached  the  end  of  the  three-year  cycle 
by  the  middle  of  1978.  We  know  of  no 
reason  why  there  should  be  a  downturn, 
but  historically  that's  the  pattern.'' 
Woolworth  had  its  own  downturn  last 
year,  as  earnings  fell  53%  in  the  fiscal 
nine  months  because  the  giant  chain 
overdid  its  grab  for  promotional  business 
and  was  hurt  by  currency  translations. 

At  any  rate,  1977  ended  on  a  mixed 
note.  On  the  negative  side,  there  was  a 
high  level  of  installment  debt — about 
1.9%  of  disposable  income.  But  econo- 
mists are  looking  for  a  continued  growth 
in  real  disposable  income;  up  4%  last 
year,  it  should  rise  another  4.3%  in  1978. 
So  the  power  to  purchase  will  still  be 
there,  in  spite  of  the  burden  of  debt. 

The  retailers  who  did  well  in  1977 
followed  a  logic  something  like  this:  Go 
after  volume;  competitive  prices  will  ex- 
pand your  market  and  in  turn  lead  to 
lower  expense  ratios,  greater  total  profit 
and  rapid  growth. 

Of  course,  there  are  risks  in  that  strat- 
egy. Sears,  Roebuck's  storewide  promo- 
tions on  thousands  of  basic  items  like 
underwear,  paints  and  appliances  gar- 
nered impressive  sales  gains,  up  16.2% 
in  the  first  nine  months.  However,  those 
promotional  items  squeezed  margins,  so 
earnings  were  up  only  8.8%  for  the  same 
period — even  though  it  was  a  period  of 
strong  recovery  in  durable  goods  like 
home  appliances,  which  is  a  Sears 
strength.  The  question  for  1978,  says 
Suzanne  Holmes,  retail  analyst  for  Loeb, 
Rhoades,  is:  "When  the  durables  are  no 
longer  giving  them  the  same  bang  for 
their  bucks,  I'm  not  sure  how  competi- 


tive Sears  will  be." 

In  this  setting,  the  lift  Sears  got  from 
insurance  was  especially  welcome.  The 
rate  hikes  received  by  Sears'  huge  All- 
state insurance  subsidiary  in  1975  and 
1976  were  percolating  down  to  the  bot- 
tom line  in  1977.  In  fact,  they  may  pro- 
vide $1.25  per  share  next  year,  com- 
pared with  66  cents  in  1977. 

Sears'  promotional  strategy  hurt  J.C. 


".  .  .'Hopefully  our  customers 
won't  listen  to  what  the 
economists  are  saying' . .  ." 


Penney,  whose  total  sales  increased  only 
9.4%  in  the  first  nine  months  of  1977. 
Sales  of  its  465  full-line  units  in  regional 
shopping  centers  were  up  13%  in  the 
face  of  generally  slow  apparel  sales, 
which  didn't  bounce  back  till  the  third 
quarter.  Last  year,  Penney  responded  to 
the  competition  with  a  promotional  strat- 
egy of  its  own,  and  it  also  sold  off  its 
Italian  retail  stores  and  discontinued  its 
supermarket  operations.  But  its  real  em- 
phasis is  on  a  fashion  program  that  within 
two  years  will  make  all  its  big  units  more 
directly  competitive  with  department 
and  specialty  stores.  That,  of  course,  is 
for  the  future  and  remains  an  unknown. 

K  mart  Coip.  (formerly  S.S.  Kresge) 
was  actually  Sears'  main  target  as  Sears 
sought  to  recover  business  given  up  to 
budget-minded  K  mart  in  the  late  Sixties 
and  early  Seventies.  Its  sales  last  year  of 
almost  $10  billion  are  pushing  it  past 
J.C.  Penney  as  the  number-two  U.S. 
retailer.  Like  Penney  and  Sears,  K  mart 


is  trying  to  get  more  sales  per  square 
foot.  In  order  to  do  that  K  mart  is  exam- 
ining ways  to  develop  existing  areas 
within  the  stores  like  adding  brand-name 
athletic  goods  and  taking  a  more  fashion- 
oriented  approach.  As  part  of  that  strate- 
gy K  mart  is  featuring  more  apparel  not 
hidden  away  on  shelves  but  prominently 
hanging  in  highly  visible  locations. 

Department  stores  seemed  largely  un- 
affected by  the  chains'  upsurge  in  com- 
petitive pricing.  They  continued  to  get 
customers  to  buy  more  expensive  mer- 
chandise^— aided  by  the  new  "soft"  look 
in  fashions  that  meant  silk  blouses,  dres- 
sier shoes  and  wide  skirts.  "Our  custom- 
er is  willing  to  pay  to  buy  better  quality," 
says  Dayton-Hudson's  Andres. 

Nevertheless,  Dayton-Hudson  wants 
to  better  than  double  its  Target  discount 
stores  by  1982.  That  is  not  to  deempha- 
size  department  stores,  explains  Andres, 
but  DH's  department  store  sales  grew 
10%  last  year  vs.  an  18%  gain  in  its 
discount  operations  and  an  18%  increase 
in  specialty  outlets  like  bookseller  B. 
Dalton.  The  department  store  market, 
while  highly  profitable,  is  only  a  small 
part  of  the  total  market. 

Federated,  by  contrast,  was  hurt  by  its 
nondepartment-store  business,  at  least 
in  the  first  half.  Its  supermarket  subsid- 
iary, Ralphs,  was  hit  by  a  West  Coast 
price  war,  while  discount  retailer  Gold 
Circle  was  having  trouble  competing 
with  the  big  discount  chains  like  K  mart. 
But  the  third  quarter  of  last  year  looked 
like  the  end  of  Federated's  troubles. 
After  a  three-year  earnings  plateau,  Fed- 
erated had  a  record  third  quarter  that 
brought  nine-month  sales  to  $3.3  billion, 
a  10%  increase,  while  earnings  climbed 
14%,  to  $97.6  million. 

Among  retailers  with  unusual  selling 
techniques,  Avon  increased  its  sales 
force  by  10%  last  year  while  decreasing 
the  size  of  its  representatives'  territories 
by  25%,  to  150  households.  That  means 
more  intensive  selling  because  Avon 
reps  have  to  push  harder  to  earn  the 
same  commissions.  ARA  Services,  the 
$1.5-billion  food-services  company  that 
supplied  food  for  the  Montreal  Summer 
Olympics  in  1976,  can  benefit  from  a 
slower  economy.  "ARA's  real  competi- 
tors are  those  who  perform  our  services 
themselves,"  says  Chairman  and  CEO 
William  S.  Fishman.  "Let's  say  the  mini- 
mum wage  increases.  To  meet  his  bud- 
get, that  potential  client  sends  for  us." 

The  best  estimate  is  that  there  will  be 
a  downturn  in  retailing  in  the  second  half 
of  this  year,  but  the  effects  on  profits  will 
probably  not  be  as  severe  as  in  1974.  For 
that,  retailers  are  already  crediting  in 
advance  their  better  inventory  planning. 
The  truth  probably  is  that  with  dispos- 
able income  still  growing,  consumers 
will  still  have  something  extra  left  to 
spend  next  year.  The  problem  is  that 
they  may  not  spend  it.  ■ 
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Supermarkets 
&  Wholesalers 

Nutritionists  worried  about  what  people  ate.  The 
food  industry  worried  more  about  where  they  ate. 


Everybody  talked  last  year  about  what 
the  bad  winter  in  the  East  and  drought 
in  the  West  would  do  to  food  prices. 
They  proved  to  be  talking  about  the 
wrong  things:  Crops  were  plentiful  and 
wholesale  food  prices  relatively  stable  for 
most  of  the  year,  except  for  an  early 
runup  in  coffee.  Indeed,  imported  foods 
made  up  about  three-fifths  of  the  esti- 
mated 6%  rise  in  retail  food  prices  last 
year,  and  labor  costs  threatened  to  pass 
farm  value  as  the  largest  element  in  con- 
sumer spending. 

As  a  rule,  when  food  prices  hold 
steady  or  rise  only  slightly,  food  retailers 
try  price  wars  to  lift  market  share;  they 
did  last  year  in  New  England,  Philadel- 
phia and  Southern  California,  though 
those  wars  were  easing  off  by  year-end. 
With  wholesale  prices  beginning  to  rise, 
a  new  outbreak  seems  unlikely — though 
you  never  can  tell. 

Since  food  retailing  is  highly  regional 
even  for  "national"  chains,  results  last 
year  were  mixed.  Kroger,  following  an 
extensive  capital  program,  was  a  star 
performer,  with  an  estimated  25%  profit 
increase.  Profitability  leader  Lucky 
Stores'  net  was  up  an  estimated  30%. 
Almost  equally  profitable  Winn-Dixie 
Stores,  which  dominates  the  stable  Flor- 
ida market,  had  another  record  year, 
though  a  LIFO  charge  kept  its  profit 
increase  to  a  "mere"  10%. 

What  most  retailers  talked  about  was 
not  food  supplies,  but  what  to  sell  and 
how  to  sell  it.  In  1977  over  25%  of  the 
consumer's  food  dollar  was  spent  to  eat 
out.  While  food  retailers  still  have  the 
lion's  share  of  the  food  dollar,  eating  out 
takes  a  bigger  bite  yearly;  and  the  retail- 
ers, who  live  by  volume,  were  worried 
enough  to  add  fast-food  competition  like 
delicatessens  and  take-out  facilities  at  a 
faster  clip. 

Grocers  also  worried  that  the  percent- 
age of  disposable  personal  income  spent 
on  food  has  not  increased  since  1974.  So 
they  continued  to  expand  into  higher- 
margined  nonfood  items,  either  by  de- 
veloping combination  stores  (Albertson's 
food/drug  stores),  opening  separate 
stores  (Lucky's  Gemco  and  Memco  dis- 
count stores),  or  giving  more  shelf  space 
to  nonfood   items.    Such  merchandise 


reached  a  record,  an  estimated  7%,  of 
supermarket  sales  last  year.  Indeed, 
Safeway  Chairman  William  Mitchell  es- 
timates that  22%  of  the  number-one 
chain's  sales  are  now  in  nonfood  items. 
"We've  always  sold  brooms,  papergoods 
and  wax,"  he  says.  "It's  the  other  items 
that  have  expanded.  " 

While  some  stores  were  "trading  up," 
Jewel  Cos.  and  Kroger  were  experiment- 
ing with  the  "box  stores"  being  opened 
in  the  U.S.  by  West  Germany's  Aldi 
GmBH  (Forbes,  June  1,  1977),  where 
selection  and  service  are  almost  nil  but 
the  price  is  rock  bottom.  Jewel's  conven- 
tional stores  recently  began  offering 
completely  unbranded  "generic  grocer- 
ies" selling  as  much  as  15%  below  even 
low-price  store  brands. 


.  .  Nonfood  merchandise 
reached  a  record  7%  of  su- 
permarket sales  last  year . . ." 


Supermarkets  kept  growing  more  "su- 
per" last  year  as  chains  closed  smaller 
units  and  built  fewer  but  larger  stores. 
Some  40%  of  total  sales  came  from  $4- 
million-and-up  stores,  while  $l-million- 
and-under  units  fell  to  some  2%. 

Convenience  stores,  today's  corner 
grocery,  continued  to  boom,  pushing 
sales  up  23%  to  a  record  $7  billion.  Num- 
ber one  Southland  Corp.  showed  an  esti- 
mated 20%  earnings  gain,  partly  by  cap- 
italizing on  the  boom  in  self-service 
gasoline  stations.  Around  24%  of  its  7- 
Eleven  stores  now  offer  self-serve  pumps 
which  encourage  people  to  pick  up  gas 
along  with  their  bread  and  milk.  The 
same  trends  that  have  led  people  to  eat 
out — more  working  women  and  the  need 
for  convenience — will  continue  to  work 
for  the  convenience  stores  this  year. 

A  lot  of  what  was  good  for  the  retailers 
last  year  was  even  better  for  the  food 
wholesalers.  Wholesaler-sponsored  vo- 
luntary groups  continue  to  service  a  larg- 
er percentage  of  the  nation's  supermar- 
kets (some  60%  last,  year).  In  addition, 
the  wholesalers  have  shown  that  they 
can  successfully  diversify  into  nonfood 


areas.  Super  Valu  Stores,  the  largest, 
showed  an  estimated  33%  profit  increase 
(on  an  estimated  22%  sales  increase), 
largely  as  a  result  of  greater  sales  of 
higher-margined  general  merchandise. 
Net  income  at  Malone  &  Hyde  increased 
10%  because  its  drugstores  and  stamp- 
redemption  centers  were  outstanding 
profit  performers,  helping  to  offset  the 
red  ink  in  its  food  wholesale  operations 
in  Florida. 

But  price  competition  at  the  retail  lev- 
el and  rising  costs  for  labor  and  energy 
are  squeezing  margins,  and  those  whole- 
salers that  are  not  big  and  well  financed 
could  go  under.  While  Super  Valu  has 
only  4%  of  total  wholesale  sales,  that 
percentage  should  continue  to  grow  as 
the  industry  consolidates. 

An  abundant  supply  of  hogs  last  year 
and  lower  feed  grain  costs  meant  good 
news  for  pork  packers.  Tonnage  of  pork 
products  was  up  6%  to  7%,  and  hogs  are 
expected  to  be  plentiful  again  this  year. 
As  a  result,  Hormel  showed  record  prof- 
its (up  almost  50%  for  the  year  ended  in 
October)  because  of  high  levels  of  oper- 
ating efficiency  and  continued  emphasis 
on  high-margin,  brand-name  meats. 

In  beef  packing,  industry  leader  Iowa 
Beef  Processors  had  a  good  year  only 
because  of  its  leadership  in  the  profitable 
boxed-beef  business.  But  the  industry  as 
a  whole  hit  an  unusual  snag.  Normally, 
packers  do  well  when  beef  is  plentiful. 
But  last  year  it  was  so  plentiful,  as  farm- 
ers reduced  their  herds  because  of  the 
drought,  that  supply  outran  consumer 
demand.  With  the  beef  population  at  its 
lowest  level  since  1972,  the  reduced  sup- 
plies may  actually  help  packers'  mar- 
gins— provided  higher  retail  prices  for 
beef  do  not  further  depress  demand. 

Down  on  the  farm,  bumper  wheat  and 
corn  crops,  plus  ample  carryover  stocks, 
should  mean  low  prices  for  these  com- 
modities this  year,  though  heavy  Soviet 
buying  could  make  wheat  prices  volatile. 
ConAgra  reported  its  second-highest 
profit   as    its    flour-milling  operations 
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Of  the  $5.1  billion  in  revenues 
Ashland  reported  in  1977,  about 
$3.3  billion  came  from  our  petroleum 
operations.  Because  as  the  nation's 
largest  independent  refiner, 
petroleum  naturally  is  a  major  part 
of  our  business. 

But  it's  not  the  only  part.  Our 
investments  in  coal  make  mining 
one  of  the  most  rapidly  growing 
segments  of  our  business  activities. 
Production  by  our  affiliates  is  wide- 
spread—from Kentucky  and  West 
Virginia  to  Alabama,  Illinois  and 
Wyoming.  And  last  year  the  com- 
bined production  of  Arch  Minerals 
and  Ashland  Coal,  Inc.  increased 
more  than  3  million  tons  to  a  total  of 
1 7.3  million.  This  places  the  two 


firms,  when  considered  together, 
among  the  top  six  producers  in  the 
U.S. 

Together  with  petroleum, 
chemicals  and  construction,  our 
coal  operations  have  helped  us  in 
crease  net  income  by  95%  in  the 
past  five  years.  Dividends  are  now 
paid  at  the  annual  rate  of  $2.00  pe 
share. 

Today,  we're  obviously  a  lot  mor 
than  an  oil  company.  Because  whil 
refining  and  marketing  petroleum 
products  is  Ashland's  specialty, 
directing  our  talents  where  the 
money  is  will  always  be 
Ashland's  business.  Ashlaill 


Ashland  Oil,  Inc .  Ashland,  Kentuc 


benefited  from  low-cost  wheat,  but  Ar- 
cher-Daniels-Midland's  grain  merchan- 
dising operations  were  hurt  by  de- 
pressed wheat  and  corn  prices. 

Soybeans,  however,  were  in  short  sup- 
ply in  1977  because  of  reduced  plantings 
in  1976.  But  this  year's  crop  could  be  25% 
higher,  thanks  to  increased  acreage,  as<- 
suming  good  growing  conditions.  That  is 
good  news  for  Anderson-Clayton,  which 
was  hurt  last  year  by  the  high  cost  of 


soybeans  that  it  crushes  for  oil.  Both 
Central  Soya  and  Cook  Industries  got 
caught  in  an  up-again-down-again  mar- 
ket. Central  Soya  took  an  inventory 
writedown  in  its  feed  division;  Cook  In- 
dustries had  an  $81-million  loss  in  its- May 
fiscal  year,  reportedly  due  to  unauthor- 
ized speculation  in  soybean  futures. 

Depressed,  sugar  prices  (plus  losses  in 
its  Shakey's  fast-food  subsidiary)  resulted 
in  losses  for  Great  Western  United. 


While  Congress  acted  to  support  the 
price  of  domestically  produced  sugar, 
higher  sugar  prices  may  be  of  more 
benefit  to  companies  like  Archer-Daniels 
that  manufacture  the  cheaper  corn-syrup 
sweeteners.  These  high-fructose  sweet- 
eners may  take  over  much  more  of  the 
soft-drink  market,  particularly  if  artificial 
sweeteners  are  banned.  Holly  Sugar  re- 
cently announced  plans  to  expand  into 
the  high-fructose  corn-syrup  market.  ■ 


Supermarkets:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Tota 

Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Rank 

Ratio 

1  7  Mnnthc 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

MAJOR  CHAINS 

Lucky  Stores 

22.1% 

1 

22.1% 

0.5 

15.1% 

2 

15.2% 

1.5% 

15.2% 

2 

9.9% 

5 

Winn-Dixie  Stores 

21.3 

2 

19.4 

0.0 

18.7 

1 

20.7 

1.7 

15.9 

1 

11.7 

4 

Safeway  Stores 

14.5 

3 

11.9 

0.1 

10.4 

3 

12.2 

0.9 

13.9 

4 

8.3 

6 

Southland  Corp 

13.9 

4 

15.3 

0.5 

10.5 

4 

9.9 

1.9 

14.7 

3 

13.9 

2 

Stop  &  Shop 

13.5 

5 

10.2 

1.0 

6.6 

8 

7.6 

0.7 

10.4 

8 

12.7 

3 

Jewel  Companies 

1 1.4 

5 

in  q 

0.6 

7 

1 

7.6 

1.1 

10.8 

7 

4.2 

8 

Supermarkets  General 

11.4 

7 

16.6 

0.9 

9.9 

9 

6.9 

0.8 

13.3 

5 

2.7 

9 

American  Stores 

10.8 

8 

9.3 

0.4 

7.3 

5 

8.9 

0.7 

11.7 

6 

16.7 

1 

Kroger 

10.4 

9 

12.7 

0.4 

8.8 

6 

8:0 

0.9 

8.6 

9 

5.6 

7 

rUUU  rail 

2.2 

10 

2.4 

1.0 

3.1 

10 

2.8 

0.1 

6.7 

10 

-19.2 

10 

Great  Atl  &  Pac  Tea 

def 

11 

1.8 

0.2 

2.0 

12 

def 

0.1 

3.9 

11 

P-D 

11 

Allied  Supermarkets 

def 

12 

def 

4.2 

def 

\  \ 

def 

def 

1.5 

12 

D-D 

12 

National  Tea 

def 

13 

def 

0.6 

def 

13 

def 

def 

-6.2 

13 

D-D 

12 

11.4 

10.9 

0.5 

7.5 

7.6 

0.8 

10.8 

5.6 

REGIONAL  CHAINS 

Niagara  Frontier  Svc 

^D.VJ  /o 

1 

i 

9R 

0.3 

1 Q  apL 

Ij.O/o 

1 
1 

22  5% 

2.1% 

27.1% 

3 

29.8% 

1 

Dillon  Companies 

25.0 

2 

25.9 

0. 1 

22.2 

2 

20  2 

2  1 

28.6 

2 

24.2 

2 

21.7 

3 

21.4 

\J.O 

16.6 

4 

1  A 

19.7 

7 

20.0 

4 

Woic  Markafrc 
ncib  fviai fvclo 

19  6 

4 

19  3 

o  n 

o 

1  Q  R 
1:7.0 

12.1 

13 

12.6 

9 

Rn  mn'c 

18.5 

5 

22.2 

0.4 

15.8 

6 

13.2 

1.4 

26.4 

4 

22.0 

3 

Fisher  Foods 

17.6 

6 

7.9 

1.0 

5.6 

13 

9.8 

0.4 

23.4 

6 

11.4 

10 

Circle  K 

17.1 

7 

19.7 

0.4 

14.7 

5 

13.3 

2.4 

24.6 

5 

14.8 

6 

Hannaford  Bros 

15.7 

8 

13.9 

n  a 

11.1 

7 

n  h 

u.o 

15.9 

11 

14.8 

6 

Fred  Meyer 

15.6 

9 

16.2 

0.6 

10.5 

10 

10.7 

1.9 

18.3 

8 

14.4 

8 

Pneumo  Corp 

15.4 

10 

16.3 

0.3 

13.1 

9 

10.9 

1.7 

17.4 

9 

D-P 

Giant  Food 

14.2 

11 

14.7 

0.4 

10.9 

12 

10.2 

1.3 

10.7 

17 

10.2 

12 

14.1 

12 

13.9 

0.3 

10.9 

8 

11.4 

0.8 

15.3 

12 

15.1 

5 

Godfrey 

13.8 

13 

14.5 

0.8 

9.3 

16 

8.9 

0.9 

11.9 

14 

10.7 

11 

Colonial  Stores 

12.9 

14 

10.7 

0.3 

8.8 

11 

10.3 

1.0 

7.9 

21 

7.8 

14 

Marsh  Supermarkets 

12.9 

14 

13.1 

0.6 

9.0 

14 

9.6 

0.8 

11.6 

16 

10.2 

13 

Foodarama  Supermkts 

12.2 

16 

14.6 

0.1 

12.8 

15 

9.4 

0.7 

2.3 

27 

D-P 

Cullum  Companies 

10.3 

17 

15.7 

0.7 

9.6 

17 

7.3 

0.9 

29.1 

1 

6.3 

15 

Munford 

9.9 

18 

2.4 

0.9 

2.5 

18 

7.1 

0.3 

16.4 

10 

5.7 

16 

Alterman  Foods 

8.7 

19 

9.6 

0.3 

7.7 

19 

7.0 

0.8 

11.8 

15 

-0.3 

18 

J  Weingarten 

7.2 

20 

def 

0.6 

0.9 

20 

6.1 

def 

9.4 

18 

-3.0 

21 

Ruddick 

5.5 

21 

15.1 

0.4 

11.5 

21 

6.0 

1.8 

9.0 

19 

-0.6 

19 

Borman's 

5.3 

22 

6.5 

0.4 

5.3 

22 

4.4 

0.3 

6.6 

22 

1.5 

17 

Thriftimart 

2.6 

23 

11.9 

0.2 

11.0 

23 

2.5 

1.2 

3.5 

25 

-1.5 

20 

Shopwell 

def 

24 

0.4 

0.6 

1.3 

25 

0.6 

0.0 

8.4 

20 

P-D 

22 

Shop  Rite  Foods 

def 

25 

def 

0.2 

def 

24 

1.0 

def 

3.9 

24 

P-D 

22 

First  Natl  Stores 

def 

26 

def 

0.1 

def 

28 

def 

def 

3.4 

26 

P-D 

22 

Pueblo  International 

def 

27 

def 

0.9 

def 

27 

def 

def 

4.7 

23 

P-D 

22 

Arden-Mayfair 

def 

28 

3.1 

1.8 

3.2 

26 

def 

0.2 

-2.8 

28 

P-D 

22 

Medians 

12.9 

13.9 

0.4 

10.1 

9.5 

0.9 

11.9 

9.0 

Industry  Medians 

12.2 

12.7 

0.4 

9.3 

8.9 

0.9 

11.7 

7.8 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

NOTE:  Explanation  of  Yardstick  calculations  on 

page  38. 

P-D  Profit 

to  deficit. 

D-D  Deficit  to  deficit. 

D-P  Deficit 

to  profit;  not 

ranked.  def 

Deficit. 
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In  Kentucky, 
the  nation's  largest 
rotary  lime  kiln,  made 
by  Allis-Chalmers,  helps 
meet  the  steel  industry's 
growing  demand. 


In  addition  to  serving  the  steel  industry,  Allis-Chalmers 
is  also  a  leading  supplier  of  basic  processing  equipment. . . 
providing  kilns,  ore  crushers,  vibrating  screens,  grinding  mills, 
motors,  processing  systems  and  bulk  couveyors  worldwide,  to 
answer  global  demands  for  metallic  and  non-metallic  minerals. 

Helping  to  meet  basic  needs  for  minerals,  food,  water 
and  energy,  Allis-Chalmers  is  growing  as  world  needs  grow— and 
a  good  company  to  grow  with. 


mm?  r 
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Working  round  the  clock  in  an 
Arizona  copper  mine,  this  Allis- 
Chalmers  feeder  and  jaw  crusher 
combination  processes  up  to  9000 
tons  of  copper  ore  every  day. 


m 


In  addition  to  rod  and  pebble  mills 
like  those  shown,  Allis-Chalmers 
builds  ball,  multi-compartment  and 
autogenous  (rock  on  rock)  grinding 
mills. 


it  7 


This  Grate-Kiln  iron  pelletizing 
plant  in  Liberia  is  one  of  more  than 
40  worldwide.  This  unique  Allis- 
Chalmers  system  produces  over  a 
third  of  the  world's  pelletized  iron. 


The  world  needs  more  of  what  Allis-Chalmers  makes. 


ALLIS-CHALIVIERS 


Wholesalers:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total 

Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5- Year 

5-Year 

Latest 

Latest 

5- Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

FfJOn  DISTRIBUTORS 

Cal-Maine  Foods 

34.1% 

1 

17.5% 

1.0 

9.2% 

8 

12.6% 

0.9% 

33.4% 

1 

54.3% 

1 

Super  Valu  Stores 

21.8 

2 

24.8 

0.3 

20  5 

3 

15.9 

1.1 

15.2 

12 

18.0 

7 

Ma  lone  &  Hyde 

19.6 

3 

18.5 

0.2 

16.9 

1 

17.5 

1.3 

16.1 

9 

15.8 

9 

Nash  Finch 

18.2 

4 

17.6 

0.1 

15.6 

2 

16.5 

1.4 

17.0 

7 

19.5 

5 

Wetterau 

17.8 

5 

14.4 

0.4 

11.4 

4 

14.5 

1.1 

17-.0 

3 

12.1 

13 

Fleming  Companies 

17.6 

6 

16..9 

0.3 

13.8 

6 

14.3 

0.7 

15.6 

11 

12.6 

11 

Sysco 

17.0 

7 

15.2 

0.6 

10.9 

5 

14.5 

1.3 

24.1 

4 

16.8 

8 

Univar 

15.6 

8 

def 

1.3 

1.1 

13 

10.3 

def 

18.8 

5 

23.9 

3 

Dean  Foods 

15.6 

9 

21.0 

0.5 

14.6 

11 

11.6 

2.1 

11.1 

16 

21.7 

4 

Super  Food  Services 

15.4 

10 

18.9 

0.5 

11.9 

14 

9.6 

0.5 

11.1 

15 

19.2 

6 

Federal  Co 

15.2 

1  j 

6.9 

0.1 

6.5 

7 

13.1 

1.2 

15.0 

13 

28.5 

2 

l<r  J  VAII llll ICI lull 

14.2 

12 

9  0 

0.6 

6.8 

12 

10.4 

1.1 

25.5 

3 

12.4 

12 

Flif-kinopr 

14.0 

13 

15.2 

0.3 

12.8 

10 

12.3 

0.6 

16.0 

10 

12.8 

10 

rdb  Ualliuic  lAUUllloUll 

13.6 

14 

8.3 

0.1 

7.4 

9 

12.4 

0.7 

12.6 

14 

11.9 

14 

Scot  Lad  Foods 

10.5 

15 

1.9 

0.6 

3.0 

16 

7.7 

0  1 

10.0 

17 

-0.3 

15 

Coca-Cola  Bottling  NY 

9.6 

16 

10.4 

0.4 

7.2 

15 

8.9 

3.8 

17.2 

6 

-0.8 

16 

Di  Giorgio 

4.6 

17 

9.2 

0.7 

7.0 

17 

4.3 

0.9 

9.9 

18 

-13.0 

17 

intl  Fiwfcprvirp 

def 

18 

def 

2.9 

def 

18 

def 

def 

26.6 

2 

P-D 

18 

Medians 

15.5 

14.8 

0.5 

10.1 

12.4 

1.0 

16.1 

14.3 

MEATPACKERS 

Iowa  Beef  Processors 

25.2% 

1 

20.8% 

0.4 

15.9% 

1 

16.1% 

1.5% 

16.0% 

3 

36.1% 

1 

Idle  Wild  Foods 

19.6t 

2 

18.9 

0.1 

16.2 

2 

15.9t 

1.2 

15.0 

4 

33.5 

3 

Oscar  Mayer 

16.8 

3 

18.5 

0.2 

15.2 

3 

13.5 

3.4 

11.5 

9 

12.9 

6 

Spencer  Foods 

14.1 

4 

def 

0.8 

def 

10 

6.7 

def 

13.0 

6 

29.0 

4 

Bluebird 

14.0 

5 

12.5 

0.4 

10.3 

6 

10.1 

1.1 

19.5 

2 

15.3 

5 

Frederick  &  Herrud 

13.5 

6 

9.0 

0.4 

7.5 

5 

10.9 

0.6 

29.9 

1 

0.1 

10 

Esmark 

13.0 

7 

11.0 

0.6 

7.7 

7 

9.4 

1.4 

9.3 

11 

34.8 

2 

ucui  {>  nuiiitci 

12.6 

g 

16.1 

0.2 

14.1 

4 

12.0 

2.0 

8.4 

12 

7.0 

8 

Greyhound 

12.0 

9 

1 1.2 

0.5 

8.3 

g 

8.6 

2.0 

13.5 

5 

2.5 

9 

MBPXL 

11.2t 

10 

6.9 

0.5 

5.5 

8 

8.7t 

0.4 

13.0 

7 

9.6 

7 

General  Host 

5.1 

11 

0.4 

2.2 

3.3 

12 

3.3 

0.0 

6.6t 

14 

P-D 

12 

Monfort  of  Colorado 

4.0 

12 

4.3 

0.4 

4.1 

11 

3.7 

0.5 

11.8 

8 

-17.7 

11 

Amer  Beef  Packers 

def 

13 

def 

def 

13 

def 

def 

10.4 

10 

P-D 

12 

Rath  Packing 

def 

14 

def 

0.8 

def 

14 

def 

def 

7.3 

13 

D-D 

14 

Medians 

12.8 

10.0 

0.4 

7.6 

9.1 

0.9 

12.4 

8.3 

AGRIC  COMMODITIES 

Ingredient  Technology 

27.6% 

1 

21.3% 

0.4 

15.6% 

14 

5.7% 

1.9% 

17.6% 

10 

-21.7% 

14 

Pioneer  Hi-Bred  Intl 

27.3 

2 

27.6 

0.0 

26.2 

1 

26.4 

12.3 

21.4 

5 

36.2 

2 

Great  Western  United 

26.5 

3 

6.8 

0.5 

6.3 

9 

10.0 

1.6 

10.2 

13 

12.1 

8 

Cook  Industries 

23.8 

4 

def 

1.3 

def 

2 

17.0 

def 

29.2 

1 

39.9 

1 

DEKALB  AgResearch 

19.6 

5 

20.1 

0.2 

15.9 

3 

16.1 

9.7 

23.9 

4 

22.9 

6 

A  E  Staley  Mfg 

19.5 

5 

12  2 

0.5 

8  3 

4 

14.9 

2.2 

19.5 

7 

30.5 

5 

Archer  Daniels  Midland 

19.0 

7 

15.5 

0.2 

12.2 

5 

14.0 

2.9 

27.4 

2 

32.2 

4 

Savannah  Foods 

16.5 

g 

19.6 

0.6 

13.7 

8 

10.2 

3.5 

15.0 

11 

2.5 

12 

Peavey 

15.7 

g 

7.9 

U.J 

7.2 

5 

12  9 

1.9 

14.6 

12 

34.9 

3 

Central  Snva 

13.6 

10 

5.3 

0.3 

4.7 

7 

10.2 

0.6 

21.0 

6 

10.6 

10 

ConAgra 

13.1 

11 

22.9 

0.6 

14.0 

13 

7.4 

2.5 

17.8 

9 

1.7 

13 

Anderson-Clayton 

11.4 

12 

11.8 

0.1 

10.8 

10 

9.8 

4.0 

6.5 

14 

20.1 

7 

Seaboard  Allied  Milling 

9.8 

13 

11.9 

0.6 

8.3 

12 

7.6 

1.3 

18.6 

8 

10.0 

11 

Kay 

9.3 

14 

21.1 

0.1 

17.0 

11 

9.7 

1.1 

•  26.9 

3 

10.7 

9 

Norin 

1.3tt 

15 

def 

1.0 

2.5 

def 

** 

** 

Medians 

16.5 

12.2 

0.5 

10.8 

10.2 

1.9 

19.1 

16.1 

OTHER  WHOLESALERS 

Lowe's  Companies 

24.2% 

1 

22.8% 

0.4 

17.2% 

1 

18.7% 

3.6% 

22.8% 

1 

21.0% 

1 

Foremost-McKesson 

15.5 

2 

15.4 

0.9 

7.8 

4 

7.9 

1.4 

7.2 

5 

6.7 

4 

Universal  Leaf 

14.6 

3 

16.2 

0.0 

14.9 

2 

13.9 

2.6 

9.6 

3 

13.5 

2 

Amer  Hospital  Supply 

12.9 

4 

14.1 

0.2 

12.7 

3 

11.9 

5.3 

17.2 

2 

13.5 

3 

Bergen  Brunswig 

3-1 

5 

def 

0.4 

0.7 

5 

4.3 

def 

8.7 

4 

-8.8 

5 

Medians 

14.6 

15.4 

0.4 

12.7 

11.9 

2.6 

9.6 

13.5 

Industry  Medians 

14.4 

12.4 

0.4 

8.8 

10.4 

1.2 

15.6 

12.8 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  38.  t  Four-year  average. 
D-D  Deficit  to  deficit.      def  Deficit       **  Not  available;  not  ranked. 


tt  Three-year  average.      t  Four-year  growth.      P-D  Profit  to  deficit. 
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How  you  got  this  copy 
of  Forbes  with  the  help  of  City  Investing. 

City  Investing? 


Yes,  City  Investing. 

We  own  World  Color  Press, 
one  of  the  world's  largest  printers 
of  magazines. 

Including  the  one  you're 
reading  right  now. 

Forbes  built  its  reputation  on 
immediate  coverage  of  business 
and  financial  news.  News  that 
breaks  faster  by  the  day. 

Keeping  up  with  that  news 
takes  a  printer  who  can  keep  up 


with  Forbes.  An  efficient,  eco- 
nomical operation  that  knows  how 
to  meet  deadlines. 

Exactly  what  the  sound  man- 
agement of  World  Color  Press 
provides. 

It's  the  same  sound  manage- 
ment you'll  find  in  all  our  opera- 
tions. Air  conditioning.  Water 
heaters.  Containers.  Housing  and 
mobile  homes.  Budget  motels. 
Insurance. 


It  explains  why  City's  assets 
grew  in  1977  to  more  than  $4.5 
billion.  Why  sales  rose  to  $3  bil- 
lion. And  why  we're  leaders  in  so 
many  industries. 

Including  the  printing  of  fine 
magazines  like  Forbes. 


Citq  Investing  Company 


Manufbctuf  inq  |  housing  |  Insurance 

767  Fifth  Avenue,  New  York,  New  York  101  '  2 
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Energy 

Some  oil  companies  press  for  diversification, 

but  the  fact  remains  that,  for  making  money,  there's 

still  nothing  like  a  successful  oil  company. 


The  oil  industry:  Caught  in  the  time 
between  past  glories  and  the  future  fu- 
els; bedeviled  by  government  regula- 
tions or  denounced  in  presidential 
speeches;  harped  at  for  wanting  bloated 
profits  while  making  very  average  re- 
turns; feeling  the  need — like  tobacco 
years  ago — to  get  into  other  businesses, 
but  perhaps  not  knowing  how,  or  what. 

The  things  that  were  good  for  the  oil 
and  gas  industry  last  year,  and  will  be 
good  again  this  year,  were  oil  and  gas. 
Not  so  good  were  other  things  like 
chemicals,  where  lower  earnings  shad- 
owed the  third-quarter  and  nine-month 
reports  of  half  a  dozen  major  companies. 
Even  the  department  store  didn't  seem 
to  be  yet  fulfilling  its  promise  of  bright 
diversification. 

"[Montgomery]  Ward  still  impresses 
us  as  a  company  that  has  not  yet  realized 
its  full  potential  in  terms  of  profitability 
and  expansion,'  said  Rawleigh  Warner 
last  year.  Warner  is  chairman  of  Mobil, 


which  acquired  Ward  in  the  Marcor  ac- 
quisition of  1974.  Ward,  which  has  the 
misfortune  of  having  to  compete  with 
mighr>  Sears,  is  no  oil  well.  Marcor  was 
bringing  Mobil  just  10%  of  earnings  on 
15%  of  its  revenues  at  the  nine-month 
mark  last  year. 

In  chemicals  there  were  signs  that  the 
oil  companies  planned  to  invade  chemi- 
cal commodity  markets  again,  as  they 
have  done  in  the  past.  The  petrochemi- 
cal raw  material  ethylene  is  already  in 
oversupply,  yet  the  oil  companies — par- 
ticularly Shell  and  Atlantic  Richfield — 
were  busy  adding  new  capacity.  In  all, 
U.S.  ethylene  producers  planned  to  add 
capacity  at  the  rate  of  9%  a  year  through 
the  early  1980s — in  a  commodity  for 
which  6.5%  to  7.5%  demand  growth  is 
predicted.  It  looks  like  several  tough 
years  immediately  ahead  in  chemicals  for 
the  oil  companies.  All  in  all,  their  situa- 
tion bore  some  disquieting  similarities  to 
their  ill-fated  invasion  of  the  fertilizer 


business  back  in  the  late  Fifties. 

By  contrast,  natural  gas,  in  the  tradi- 
tional part  of  the  oil  industry,  is  a  good 
business  getting  better.  Gas  users  are 
scrambling  to  put  up  money  for  gas  ex- 
ploration and  are  bidding  over  $2  a  thou- 
sand cubic  feet  in  the  intrastate  markets 
of  Texas  and  Louisiana.  President  Cart- 
er's energy  program  first  envisioned  al- 
lowing $1.75  per  mcf  for  gas  in  the  inter- 
state market,  but  by  the  end  of  the  year 
it  was  quietly  passing  the  word  that  $2 
would  also  be  okay.  Meanwhile  a  pro- 
ducer could  get  $1.47  for  new  gas  in  the 
interstate  market — almost  three  times 
the  price  of  only  three  years  ago.  And 
when  old  contracts  expired  on  old  gas — 
at  prices  ranging  from  20  cents  per  mcf 


Energy:  Yardsticks  of  Management  Performance 

i 

Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5-Year        5-Year  Latest 
Average        Rank   12  Months 

Debt/ 
Equity 
Ratio 

Latest       5-Year  5-Year 
12  Months      Rank  Average 

Net 
Profit 
Margin 

5-Year  5-Year 
Average  Rank 

5-Year  5-Year 
Average  Rank 

INTERNATIONAL  OILS 
Occidental  Petroleum 
Exxon 
Continental  Oil 
Phillips  Petroleum 

20.7%          1  18.0% 
17.6           2  13.7 
17.1            3  15.1 
16.5            4  18.2 

0.8 
0.2 

0.3 
0.3 

9.1%        8  9.7% 
10.9           1  14.3 
11.1          2  12.6 
13.6          3  12.4 

3.5% 
4.5 
4.6 
8.1 

17.5%  7 
19.8  4 
19.6  6 
'  16.9  8 

17.1%  3 
13.7  4 
19.0  2 
23.2  1 

Mobil 

Standard  Oil  Calif 
Gulf  Oil 
Texaco 

14.6            5  12.6 

14.5  6  14.4 
14.0           7      11,5 J 

13.6  8  10.7 

0.4 
0.2 
0.2 
0.3 

9.7           5  12.0 
11.7           4  12.4 
10.0          6  11.5 

8.1           7  10.4 

2.9 
4.7 
4.1 
3.4 

22.7  3 
27.5  1 
19.7  5 
27.4  2 

13.1  6 
13.1          5  f  ' 
11.8          7  ,— - 
5.6          8  —  ■ 

Medians 

15.6  14.1 

0.3 

10.5  12.2 

4.3 

19.8 

13.4 

COAL 

Westmoreland  Coal 
Pittston 
St  Joe  Minerals 
Eastern  Gas  &  Fuel 
North  American  Coal 
Kennecott  Copper 

33.3%          1  12.3% 
33.1           2  17.9 
23.3           3  16.5 
18.9           4  12.6 
15.7            5  14.1 
5.5           6  def 

0.0 
0.1 
0.1 
0.5 
3.3 
0.4 

12.2%        1  28.2% 
15.5           2  24.6 
13.9          3  18.6 
7.8          4  9.9 
6.2           5  6.6 
0.8           6  5.4 

5.9% 

7.6 

9.0 

6.1 

2.6 

def 

21.5%  3 
19.5  4 
29.5  1 
16.9  5 
28.8  2 
5.2          6  . 

49.1%  1 

35.8  2 
16.7  5 

24.9  4 
27.6  3 
-9.1  6 

Medians 

21.1  13.4 

0.3 

10.0  14.3 

6.0 

20.5 

26.3 
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uncertainty  of  the  marketplace  as  to  sup- 
ply, demand  and  their  effect  on  price  are 
largely  removed,  but  so  is  the  hope  or 
the  chance  of  a  breakthrough  in  earn- 
ings. The  only  exceptions  are  cases 
where  companies  are  opening  up  new 
production  of  oil. 

Companies  with  production  on  the 
North  Slope  of  Alaska  or  the  North  Sea 
off  Britain  and  Norway  are  beginning  to 
show  strong  earnings  from  those  quar- 
ters and  will  continue  to  do  so  into  the 
1980s.  Atlantic  Richfield  and  Standard 
Oil  of  Ohio — soon  to  become  part  of 
British  Petroleum — are  on  the  Slope. 
Exxon,  too,  is  on  the  North  Slope,  and 
its  operations  there  look  good  enough 
that  Chairman  Clifton  Garvin  announced 


Energy:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Comoanv 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

OTHER  OIL  &  GAS 

Earth  Resources 

32.7% 

1 

29.3% 

0.4 

19.9% 

3 

22.1% 

4.5% 

33.3% 

10 

58.1% 

2 

MAPCO 

32.3 

2 

30.6 

0.7 

14.9 

4 

15.7 

12.0 

32.4 

11 

35.9 

5 

Sigmor 

32.2 

3 

20.9 

0.5 

15.5 

I 

26.9 

3.2 

37.6 

7 

31.7 

9 

Louisiana  Land 

31.0 

4 

24.3 

0.2 

19.8 

2 

23.4 

24.2 

20.1 

24 

10.8 

31 

Texas  Oil  &  Gas 

25.8 

5 

30.4 

0.8 

17.3 

6 

14.9 

10.0 

57.2 

3 

35.2 

6 

Pennzoil 

24.1tt 

6 

21.5 

0.9 

10.5 

26 

10.3tt 

13.0 

23.6t 

19 

30.6* 

10 

Pet  rnl^nc. 
r  tSlivlarlC 

22.7 

7 

23.0 

0.4 

15.7 

10 

14.3 

4.5 

22.4 

21 

17.6 

20 

Natomas 

22.5 

8 

26.6 

0.9 

15.4 

8 

14.6 

13.6 

52.7 

4 

61.7 

1 

Amerada  Hess 

22.3 

9 

17.2 

0.6 

12.2 

7 

14.8 

4.6 

25.8 

14 

15.9 

22 

Belco  Petroleum 

20.8 

10 

20.6 

0.3 

15.4 

11 

14.0 

10.6 

25.0 

16 

28.1 

11 

Ashland  Oil 

20.3 

11 

20.9 

0.5 

12.8 

20 

11.6 

3.3 

19.1 

26 

19.3 

17 

Charter  Company 

19.9 

12 

11.6 

1.2 

6.9 

21 

11.2 

1.2 

35.8* 

9 

19.5* 

16 

Tosco 

19.6 

13 

47.8 

3.2 

6.4 

32 

8.0 

1.2 

69.5* 

2 

33.1* 

8 

Quaker  State  Oil 

18.9 

14 

15.5 

0.4 

9.9 

12 

13.5 

6.4 

20.8 

23 

12.8 

28 

Tesoro  Petroleum 

18.8 

15 

def 

0.5 

def 

5 

15.4 

def 

47.4 

5 

23.4 

12 

Murphy  Oil 

18.5 

16 

12.9 

0.4 

9.3 

19 

11.8 

4.5 

25.1 

15 

36.2 

4 

Sun  Company 

17.2 

17 

16.7 

0.3 

10.4 

22 

10.7 

5.8 

18.5 

29 

17.7 

19 

American  Petrofina 

17.0 

18 

8.5 

0.3 

6.8 

9 

14.4 

3.0 

29.2 

13 

14.3 

27 

Marathon  Oil 

17.0 

19 

17.3 

0.8 

9.7 

15 

13.0 

4.5 

22.1 

22 

15.1 

24 

Standard  Oil  Ind 

16.8 

20 

15.7 

0.3 

12.2 

14 

13.0 

7.1 

18.4 

30 

19.1 

18 

Kerr-McGee 

16.6 

21 

14.0 

0.3 

10.6 

13 

13.4 

5.9 

24.3 

18 

21.3 

14 

Union  Oil  California 

16.0 

22 

15.9 

0.4 

11.3 

23 

10.6 

5.6 

18.3 

31 

14.8 

26 

Shell  Oil 

15.7 

23 

14.7 

0.2 

11.6 

18 

11.9 

6.9 

16.7 

32 

15.6 

23 

Pacific  Resources 

15.5 

24 

11.8 

1.3 

7.3 

31 

8.7 

1.7 

71.8 

1 

15.0 

25 

Crown  Central  Petrol 

1.5.2 

25 

15.6 

0.7 

10.0 

25 

10.4 

2.2 

24.7 

17 

36.4 

3 

Reserve  Oil  &  Gas 

15.1 

26 

13.2 

0.6 

8.9 

16 

12.4 

1  0 

44.7 

6 

33.1 

7 

Suburban  Propane  Gas 

14.8 

27 

14.1 

0.7 

8.7 

29 

9.4 

3.5 

22.5 

20 

12.3 

29 

United  Refining 

13.7 

28 

14.7 

0.6 

10.2 

27 

10.0 

2.0 

37.3 

8 

10.3 

32 

Getty  Oil 

13.6 

29 

12.9 

0.1 

11.8 

17 

12.3 

8.7 

16.3 

33 

20.5 

15 

Atlantic  Richfield 

13.1 

30 

15.3 

0.5 

10.3 

28 

9.6 

6.0 

18.6 

28 

16.8 

21 

Cities  Service 

11.2 

31 

12.0 

0.4 

9.0 

30 

8.9 

4.9 

14.4 

35 

11.8 

30 

Superior  Oil 

11.1 

32 

10.8 

0.1 

10.7 

24 

10.4 

12.2 

20.0* 

25 

23.2* 

13 

Clark  Oil  &  Refining 

11.0 

33 

9.6 

0.7 

6.8 

33 

7.7 

1.2 

18.6 

27 

0.3 

34 

Standard  Oil  Ohio 

9.4 

34 

9.7 

2.2 

3.1 

34 

5.7 

4.6 

16.1 

34 

9.5 

33 

Commonwealth  Oil  Rfg 

def 

35 

def 

1.5 

def 

35 

def 

def 

31.2 

12 

P-D 

35 

Medians 

17.0 

15.5 

0.5 

10.4 

11.9 

4.6 

24.3 

19.1 

Industry  Medians 

17.0 

14.7 

0.4 

10.4 

12.0 

4.6 

22.5 

17.7 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Note-  Explanation  of  Yardstick  calculations  on  p 

age  38. 

tt  Three-year  average 

t  Four-year  growth. 

P-D  Profit  to  deficit. 

def  Deficit. 
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up  to  29  cents — new  ones  could  be  writ- 
ten at  53  cents  per  mcf. 

The  fundamental  fact  about  gas  is  that 
it  is  a  clean,  efficient  fuel  for  which  there 
is  an  assured  long-term  market  at  prices 
that  cannot  go  anywhere  but  up.  Despite 
the  headlines  and  arguments  about  regu- 
lation and  deregulation,  that  is  the  rea- 
son why  oil  industry  people — and  com- 
panies from  other  industries,  too — are 
investing  in  natural  gas  plays. 

That  is  what  Fred  Hartley,  Union  Oil 
of  California  s  chairman,  means  when  he 
says  of  his  company's  healthy  position  in 
natural  gas:  "Fortunately  we  have  sub- 
stantial reserves  and  expect  to  increase 
our  gas  production  over  the  next  three 
years  by  more  than  10%."  Helped  by 


higher  gas  prices,  Union's  nine-month 
net  was  up  27%,  and  the  company  was 
looking  for  the  second  annual  hefty  earn- 
ings gain  in  a  row. 

Oil  has  settled  down  since  its  gigantic 
leap  in  price  four  years  ago.  The  oil 
companies  both  at  home  and  abroad  are 
on  a  retainer  basis  now.  In  the  Middle 
East  they  make  a  fee  for  lifting,  trans- 
porting and  marketing  the  region's  oil. 
That  the  fee  is  more  than  they  had  been 
making  in  the  last  years  of  their  owner- 
ship of  facilities  there  is  some  consola- 
tion, but  not  a  great  boon  to  future 
profitability. 

In  the  U.S.,  oil  is  regulated  in  two — or 
three — tiers  in  a  government  pricing 
scheme  of  absurd  complexity.  Again,  the 


at  the  close  of  last  year  that  Alaskan 
production  will  make  an  "important  con- 
tribution" to  this  year's  earnings.  He 
didn't  say  how  much,  hut  security  ana- 
lysts forecast  that  eventually  Alaska  will 
contribute  some  $.500  million  a  year  in 
earnings  to  Exxon. 

Fortunate  Exxon  is  also  well  placed  in 
the  North  Sea.  Others  with  interests 
there  include  Phillips — already  benefit- 
ing markedly  from  its  held  in  Norwegian 
waters — Mobil,  Continental,  Standard  of 
<  California,  Amerada  Hess,  Texaco,  Stan- 
dard of  Indiana,  Occidental  and  Getty. 
Cash  flow  from  operations  in  the  British 
sector,  where  all  but  Phillips  of  the 
above  companies  are  involved,  will  be 
enormous  in  the  early  years  of  produc- 
tion because  of  depreciation  rulings  by 
the  British  government. 

Increased  cash  flows  only  make  more 
pressing  the  challenge  to  oil  companies 
today:  Where  do  they  reinvest  the  mon- 
ey? In  retailing,  as  Mobil  did?  In  chemi- 
cals, when  the  profit  outlook  is  bleak? 
Coal  is  one  attractive  alternative. 

In  coal,  at  last,  companies  like  Conti- 
nental Oil — which  owns  Consolidation 
Coal — are  beginning  to  reap  returns  on 
their  investments.  Prices  are  firming  for 


Dourly:  jimmy  Carter  lit  into  oil 
companies  in  October  for  profiteering. 
Shouldn't  he  see  these  Yardsticks? 


steam  coal  (the  kind  used  by  electric 
utilities  as  opposed  to  metallurgical  coal 
used  by  steel  mills).  St.  Joe  Minerals, 
which  is  already  big  in  coal  and  increas- 
ing its  stake  in  oil,  reckons  that  contracts 
for  steam  coal  will  hit  $25  to  $26  a  ton  on 
average  this  year,  up  $3  to  $4  a  ton  from 
1977.  With  oil  companies  joining  the 
government  in  experiments  on  gasifying 
and  liquefying  coal,  with  even  chemical 
companies  beginning  to  order  coal  to 
fuel  their  plants  down  on  the  gas-bearing 
Gulf  Coast,  the  mineral  s  future  seems 
truly  assured. 

Which  makes  it  all  the  sadder  for  Ken- 
necott  Copper,  which  last  year  at  gov- 
ernment insistence  had  to  sell  Peabody 
Coal  for  over  $1  billion.  Kennecott  then 
surprised  a  lot  of  people  by  using  that 
money  to  offer  for  Carborundum  Corp., 
rather  than  buying  into  the  oil-and-gas 
business  as  so  many  other  major  compa- 
nies were  doing.  Probable  reason:  Bid- 
ding has  driven  the  prices  of  small  oil 
companies  to  a  point  where  Kennecott 
probably  couldn't  afford  one — not  even 
with  its  $l-billion  bankroll.  Which  only 
goes  to  show  that  while  some  oil  compa- 
nies yearn  for  diversification,  most  other 
companies  yearn  for — oil.  ■ 


Fusion,  Sure — 
But  For  The  Long  Term 


President  Carter  last  year  vetoed  further  work  on  the 
Clinch  River,  Tenn.  breeder  reactor  project,  effectively 
keeping  the  U.S.  out  of  the  international  race  to  build  a 
nuclear  power  plant  that  manufactures  plutonium  fuel  as  it 
burns  uranium.  The  U.S.  already  trails  in  that  race  anyway. 
France  is  working  on  its  second  breeder  reactor,  Russia  says 
it  has  a  plant  which  goes  partway  toward  total  replacement 
of  the  uranium  used  in  a  fission  reactor. 

Nuclear  power  plants  today  work  by  the  splitting — or 
fission — of  uranium  atoms.  Uranium,  though,  is  going  up  in 
price — over  $40  a  pound  lately  from  under  $10  only  five 
years  ago,  and  supplies  could  really  get  tight  around  1990. 
Jimmy  Carter  is  not  persuaded,  but  some  experts  are  saying 
that  a  breeder  reactor  will  be  needed  to  prevent  sky-high 
fuel  costs  for  nuclear  electricity.  Do  Carter  and  other 
opponents  of  the  breeder  understand  this? 

Carter  may  well  be  betting  on  the  alternative  and  longer- 
term  answer  for  nuclear  energy:  the  fusion  process  wherein 
the  energy  comes  from  the  fusing  together  of  heavy  isotopes 
of  hydrogen.  As  the  raw  material  supplying  hydrogen  would 
be  seawater,  there  is  no  problem  of  running  short — though 
the  process  will  be  very  expensive. 

Note  that  word,  "will":  References  to  fusion  must  be  in 
the  future  tense  because  a  controlled,  continuous  fusion 
reaction  has  never  been  achieved  in  a  civilian  program.  It 
has  not  been  achieved  in  a  military  program  either,  unless 
one  considers  the  hydrogen  bomb  an  example  of  "control.  " 
Fusion  is  the  energy  reaction  that  occurs  on  the  sun.  The 
difficulties  facing  mankind's  efforts  to  duplicate  it  on  earth 
constitute  a  truly  Promethean  challenge. 

In  this  Promethean  work,  the  U.S.  is  ahead  of  Western 
Europe,  Russia  and  Japan.  Ground  was  broken  last  October 
at  Princeton  s  Plasma  Physics  Laboratory  for  the  center  that 


will  house  a  huge  magnetic  machine  believed  capable  of 
achieving  a  fusion  reaction  in  1982. 

Achieving  fusion  means,  simply  and  formidably,  bringing 
charged  isotopes  of  hydrogen  to  a  density  of  1  quadrillion — 
one  followed  by  15  zeroes — particles  per  cubic  centimeter 
at  100  million  degrees  centigrade  and  containing  them 
within  a  magnetic  field  for  one  second  when  their  natural 
impulse  is  to  fly  out  of  the  magnetic  field  and  into  the  walls 
of  the  containment  vessel,  making  it — and  possibly  your 
whole  power  plant — radioactive.  What  would  the  vessel  be 
made  of?  Nuclear  engineering  professor  David  Rose  of 
Massachusetts  Institute  of  Technology  suggests  dryly  that 
platinum,  tungsten  and  gold  are  the  three  metals  capable  of 
containing  hydrogen.  So  much  for  cheap  energy!  High- 
nickel  stainless  steels  are  being  used  in  experiments. 

Another  approach  to  fusion  is  to  bombard  hydrogen 
isotopes  with  laser  beams.  As  part  of  the  roughly  $430 
million  a  year  it  spends  on  all  fusion  research,  the  Energy 
Research  &  Development  Administration  supports  laser 
fusion  work  at  several  national  laboratories  and  at  the 
University  of  Rochester  (N.Y.),  where  General  Electric, 
Northeast  Utilities  and  Exxon  supplement  ERDA  Rinding. 
A  successful  fusion  reaction  in  the  laser  program — energy 
output  from  fusion  equaling  energy  input  from  lasers — is 
hoped  for  in  the  1983-85  period.  At  present,  energy  input  is 
100,000  times  greater  than  output. 

Is  fusion  a  good  bet?  It's  certainly  a  long-term  one. 
Achievement  of  fusion's  scientific  feasibility  will  lead  only  to 
nearly  two  decades  of  demonstration  and  pilot  plant  work 
before  electricity  is  generated  in  a  commercial  facility.  It 
could  be  a  good  thing  for  our  children  and  grandchildren. 
Meanwhile  we  had  better  encourage  development  of  coal, 
oil  and  gas.  And  watch  those  uranium  prices  around  1990. 
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WHEN  YOU'RE  RESPONSIBLE  FOR  A 
LANELOAD  OE  PEOPLE  EVERY  26  SECONDS, 
YOU  NEED  ALLTHE  HELP  YOU  CAN  GET. 


Sperry  Univac's  ARTS  m  system 
not  only  puts  a  plane's  altitude 
and  airspeed  right  on  the  radar- 
scope,  but  sounds  a  warning 
if  planes  get  below  a  minimum 
safe  altitude. 

Peak  traffic  at  a  major  airport  can 
mean  a  plane  in  or  out  every  26  seconds. 

Conventional  radar  said  only,  "Here's  a 
plane,"  -  nothing  more. To  get  altitude  and 
airspeed,  the  air  traffic  controller  had  to 
radio  the  pilot,  then  keep  checking  him  for 
changes.  Meanwhile,  the  planes  kept 
coming. 

The  FAA  asked  Sperry  Univac  to  make 
the  job  easier.  And  they  did,  with  the  ARTS 
III  system.  First  put  into  operation  in  1971,  it 
is  now  being  enhanced  at  63  U.S.  airports 
with  the  Minimum  Safe  Altitude  Warning 
feature. 

With  ARTS  III,  a  transponder  on  the 
plane  in  the  terminal  area  signals  a 
ground-based  computer,  which  labels  each 
blip  on  the  radarscope.  Our  picture  shows 
the  display  for  United  Airlines  Flight  171, 
altitude  9700,  speed  280.  And  the  MSAW 


enhancement  automatically  alerts  the 
traffic  controller  when  a  plane  is  too  low. 

By  automatically  handling  as  much  of 
the  rote  work  as  possible,  ARTS  III  gives 
the  air  traffic  controller  the  information 
and  the  time  he  needs  to  use  his  skill  and 
experience  to  their  best  advantage. 

Another  demonstration  of  the  big  idea 
at  Sperry:  Making  machines  do  more,  so 
man  can  do  more. 

Sperry,  Sperry  Flight  Systems,  Sperry  New  Holland,  Sperry 
Remington,  Sperry  Univac  and  Sperry  Vickers  are  divisions 
of  Sperry  Rand  Corporation,  1290  Avenue  of  the  Americas, 
New  York,  New  York  10019. 


Making  machines  do  more,  so  man  car.  o  more. 


SPER%¥ 


Food  &  Drink 


Cheap  raw  materials  and  good  margins  benefited 
many  a  food  company  last  year.  But  there  were  also 
a  surprising  number  of  casualties. 


Some  food  men  last  year  sounded 
downright  serene.  "This  is  a  period  of 
relative  stability  for  the  food  industry," 
said  H.B.  Atwater  Jr.,  president  of  Gen- 
eral Mills.  "The  standard  marketing  fac- 
tors influence  what  goes  on."  That 
sounds  like  the  head  of  one  of  the  diver- 
sified food  giants  reporting  record  profits 
last  year,  and  indeed  it  was.  Earnings  at 
General  Mills  grew  a  characteristic  15% 
in  fiscal  1977  and  the  company  led 
Forbes'  group  of  diversified  food  mer- 
chants in  five-year  average  return  on 
stockholders'  equity. 

Plentiful  and  inexpensive  raw  materi- 
als combined  with  a  5%-to-6%  rise  in 
retail  prices  did  treat  many  companies  to 
good  margins  and  earnings  in  1977,  de- 
spite slow  volume  in  cold  cereal,  marga- 
rine and  other  market  segments.  Kel- 
logg, for  example,  with  42%  of  the  cereal 
market,  still  managed  its  customary  high 
return  on  equity  (28%)  for  the  latest  12 
months.  Ralston  Purina,  another  cereal 
maker,  also  showed  a  good  return 
(18.6%). 

But  was  that  the  complete  picture? 
For  a  period  of  relative  stability,  a  sur- 
prisingly large  number  of  companies 
were  faltering.  Said  General  Foods' 
Douglas  Smith,  the  company's  chief  fi- 
nancial officer,  "It  was  the  most  difficult 
period  ever  in  coffee  [GF's  largest  single 
business]."  The  old  marketing  tech- 
niques did  not  work.  Consumers  resisted 
retail  coffee  prices,  which  more  than 
doubled  in  two  years.  When  increased 
supplies  and  a  drop  in  demand  forced 
coffee  prices  down  last  fall,  the  nation's 
largest  coffee  roaster  found  itself  forced 
to  write  down  its  expensive  inventories. 
In  September  the  company  announced  a 
37%  drop  in  earnings  per  share  in  the 
first  half  of  its  fiscal  year. 

The  $8-billion  beer  segment  certainly 
experienced  no  stability.  The  top  five 
brewers  poured  $130  million  into  adver- 
tising last  year  in  their  scramble  for  mar- 
ket shares,  and  the  casualties  among  the 
small  brewers  continued.  The  battle  be- 
tween Miller  and  Anheuser-Busch  for 
the  two  high-priced,  high-growth  market 
segments — low-calorie  (light)  beer  and 
superpremium  beer — has  left  other 
brewers  hurting. 


The  brew-haha  is  far  from  over.  "I 
suspect  the  competitive  donnybrook  will 
continue  and  that  profitability  will  be 
down,"  declares  William  K.  Coors, 
chairman  of  Adolph  Coors  Co.,  Golden, 
Colo.,  a  financially  solid  brewer  which 
watched  its  volume  begin  to  fall  in  the 
latter  part  of  the  year. 

"Everybody  I  talk  to  says  that  they  are 
going  to  increase  their  marketing  ex- 
penses, observes  Coors.  He  sees  adver- 
tising and  promotion  costs  soaking  up 
more  of  beer's  bottom-line  profits.  "Op- 
erating costs  are  going  up,  container 
costs  are  going  up,  and  the  competitive 
nature  of  the  marketplace  is  going  to 
make  it  very  difficult  to  raise  prices  to 
offset  increasing  costs.  If  I  were  Miller,  I 
would  be  much  more  worried  about  my 
profitability  than  my  market  share." 

For  most  of  the  hundred-odd  years  it 
has  been  in  business,  Coors  refused  to 
brew  anything  but  a  single  premium 
beer.  But  like  Schlitz  and  Pabst,  Coors 
lost  market  share  last  year,  and  Bill  Coors 
no  longer  rules  out  the  possiblity  of  intro- 
ducing a  "light"  beer.  Low-calorie  beer 
almost  doubled  its  volume  last  year 
(though  it  is  still  under  10%  of  consump- 
tion), and  superpremium  grew  25%. 

Distillers  will  enjoy  none  of  the  com- 
forts of  equilibrium.  Last  year  they  were 
faced  with  a  less-than-1%  rise  in  overall 
consumption  of  spirits.  The  increased 
popularity  of  table  wine  and  more  mod- 
erate drinking  customs  will  probably 
continue  to  hurt  growth.  * 

In  1977  one  company's  boom  was  an- 
other's bust.  Take  sugar.  Companies 
from  Coca-Cola  to  Campbell  Soup  that 
use  sugar  as  a  raw  material  rejoiced  at 
the  commodity's  low  price.  Soft  drinks, 
where  sugar  is  10%  of  production  cost, 
actually  sold  for  what  they  did  in  1975. 
For  a  second  year  in  a  row  soft  drinks 
passed  their  more  worldly  rivals  as  the 
nation's  most  popular  drinks.  Each 
American  now  downs  some  30  gallons  of 


*Some  analysts  have  lately  been  offering  an 
explanation  for  the  decline  of  hard-liquor 
sales  which  would  have  startled  an  earlier 
generation.  Many  Americans,  they  say,  now 
apparently  prefer  marijuana  to  alcohol  when 
they  want  to  unwind  and/or  be  sociable- 


soft  drinks  per  year.  Last  year  Coca- 
Cola,  PepsiCo  and  Royal  Crown  led  the 
beverage  industry  with  a  spectacular 
21.9%  average  return  on  equity. 

But  falling  sugar  prices  devastated  re- 
finers like  Amstar,  whose  profit  margins 
fell  nearly  40%.  The  price  of  high-fruc- 
tose corn  sweeteners  followed  sugar's 
plunge  and  effectively  reduced  the  re- 
turn on  equity  of  Standard  Brands,  one 
of  the  leading  producers,  by  18%  for  the 
last  12  months. 

Both  Standard  Brands  and  the  sugar 
refiners  are  hopeful  that  the  recent  gov- 
ernment efforts  to  shore  up  sugar  prices 
will  once  again  help  them  make  money 
off  the  American  sweet  tooth  this  year. 
But  higher  prices  for  Standard  Brands 
will  mean  higher  costs  for  other  food  and 
drink  companies — and  pressure  on  their 
margins. 

Raw  materials,  however,  are  only  part 
of  the  story.  Consumer  tastes,  often  as 
unpredictable  as  commodity  prices,  also 
mold  fortunes  in  food  and  beverages. 
The  most  pervasive  consumer  influence 
today  is  the  relentless  drive  toward  con- 
venience in  eating  and  drinking.  Frozen 
pizza,  powdered  beverages,  yogurt — 
processed  creations  requiring  at  most  ei- 
ther adding  water  or  turning  on  an 
oven — are  three  of  the  fastest-growing 
segments.  Each  became  a  half-billion- 
dollar  industry  recently,  and  they  prom- 
ise to  grow  at  least  10%  in  the  next  12 
months. 

Many  convenience  foods,  from  cake 
mix  to  cold  cereal,  continue  to  be  very 
profitable  products.  William  E.  La- 
Mothe,  president  of  Kellogg,  credits  the 
company's  record  earnings  last  year  to 
the  increased  sale  of  high-margin  foods: 
"During  the  recession,  people  went  back 
to  buying  corn  flakes.  Now,  as  the  econo- 
my has  turned  around  over  the  past  18 
months,  they  have  moved  back  to  prod- 
ucts of  higher  value.  They  cost  more  but 
people  feel  they  deliver  more.  Consum- 
ers have  more  disposable  income." 

But  high-growth  areas  can  attract  so 
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Last  year,  Reynolds  recycled  more  cans  than  the  entire  in- 
dustry did  in  1974. 

Saving  95%  of  the  energy  needed  to  make  the  aluminum 
originally ...  and  allowing  that  aluminum  to  keep  on  paying  us 
dividends  again  and  again. 

ff    ,  In  addition :  Today  s  newest  Reynolds  cans  contain  23%'; 

«    i  Ail;  xi  t  — .  i«.>l  ,iAnr^  ^-i  ^-i  /-\    T  r\  piv/o  oufln  m/VT 


TH  A  YEAR. 


.    jess  meiai  man  muse  ui  d  ibw  ycdis  eiyw.  luoare 

aluminum.  Energy/And  shipping  cost 

Of  course,  Reynolds  started  the  consumer 

idea  in  1967.  And  has 

paid  recyclers  more 

than  $68  million  for 

cans  in  that  time. 

That's  a  lot  of 

aluminum.  And  a  lot 
7    of  energy.  Conserving  our  resburd^| 


\bu'vetakenus 
into  your  home. 

But  chances  are, 
you  never  knew 
our  name. 

In  the  past  year  alone,  over  a  billion 
six-packs  of  beer  and  soft  drinks  have 
been  packaged  in  Olinkraft  cartons. 

One  reason  we  sell  so  many  cartons 
is  that  we  developed  the  fastest  one-way 
beverage  bottle  packaging  system  in  the 
world,  the  Marksman '  900HS.  In  60 
seconds,  it  can  wrap 
200  six-packs. 

And  since  there  are 
hundreds  of  Marksman 
systems  in  operation, 
from  Memphis  to 
Melbourne,  you  proba- 
bly have  an  Olinkraft 
carton  in  your  refrig- 
erator right  now. 

But  we'll  bet  you  never  even  heard  of  us 
Of  course,  our  name  didn't  become  a 
household  word  when  we  made  our  other 
packaging  innovations,  either.  Like  our 
Select-O-Lok R  carton  design  that  adjusts 
to  slight  variations  in  bottle  sizes. 

Or  Olinkote,  the  wet- 
strength  cartonboard 
that  revolutionized 
beverage  packaging. 

Or  a  corrugated  con- 
tainer in  which  live  trees 
can  be  shipped  safely.  Or 
a  multiwall  paper  bag  in 
which  explosives  are 
sizes.  transported. 

In  fact,  we're  a  fully  integrated  forest 
products  company  with  the  resources  to 
solve  just  about  any  packaging  problem. 
We're  enjoying  success.  But  our  name 
still  isn't  a  household  word. 

So,  if  you  have  a  difficult  packaging 
problem  and  you  don't  know 
who  to  call,  just  look  for  our 
name  in  your  refrigerator. 

OLINKRAFT 


The  Marksman 
900HS  wraps  200  six- 
packs  a  minute. 


Our  Select-O-Lok  car 
ton  adjusts  for  slight 
variations  in  bottle 


West  Monroe,  Louisiana  7 1291 


Food  &  Drink:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

DIVERSIFIED  FOODS 

General  Mills 

17.9% 

1 

18.4% 

0.4 

13.8% 

4 

12.5% 

4.2% 

18.1% 

3 

15.6% 

3 

CPC  Intprnatinnal 

17.4 

2 

18.1 

n  9 

14.4 

3 

1  9.  7 
IO./ 

A  C 

13.3 

6 

12.3 

8 

R^ilctfin  Purina 
r\ai9iuii  rui ilia 

17.3 

3 

18.6 

\J.  o 

12.9 

5 

19  9 

O.O 

15.1 

4 

14  4 

4 

17.2 

4 

16.8 

n  5 

14.5 

1 

1  A  Q 

o  c 
O.O 

18.8 

2 

10.9 

9 

^tanHarH  RranHc 

O i.a i  lual  u  ul  al  IU3 

16.0 

5 

14.2 

wo 

10.4 

8 

i  n  7 

3  Q 
O.O 

11.2 

11 

9.2 

13 

General  Foods 

15.0 

6 

14.7 

0.2 

11.5 

7 

11.7 

3.1 

12.9 

8 

6.7 

16 

14.7 

7 

14.9 

n  n 

13.7 

2 

i  o.o 

9.7 

18 

9.4 

12 

Piikhurv 

14.6 

8 

16.3 

0.6 

11.0 

10 

inn 

1U.U 

z  n 

*f:U 

13.2 

7 

12  8 

g 

Norton  ^imnri 

14.3 

9 

15.0 

0  3 

10.1 

11 

Q  Q 

O.O 

10.3 

15 

9.8 

11 

Kraft 

14.1 

10 

14.7 

n  9 

12.3 

6 

i  9  n 

9  Q 

10.6 

13 

8.8 

14 

Castle  &  Cooke 

lO.  J 

1  9  1 

1  £~  I 

0.6 

o.O 

1  A 

9.5 

4.1 

11.7 

10 

17.9 

1 

Intl  Multifoods 

13.3 

12 

13.7 

0.5 

10.2 

12 

9.9 

2.4 

13.6 

5 

13.0 

5 

H  J  Heinz 

12.7 

13 

14.4 

0.2 

11.1 

9 

10.1 

4.6 

12.3 

9 

10.5 

10 

Kane-Miller 

12.2 

14 

4.3 

0.9 

4.0 

16 

8.7 

0.4 

20.1 

1 

17.7 

2 

Consolidated  Foods 

11.7 

15 

14.4 

0.2 

11.3 

13 

9.5 

3.1 

10.6 

14 

1.2 

17 

Borden 

11.7 

16 

13.2 

0.4 

10.0 

15 

9.0 

3.6 

11.0 

12 

12.6 

7 

Pet 

10.1 

17 

10.4 

n  ^ 

U  J 

7.9 

17 

7  K 

9  £ 

7.4 

20 

7.0 

15 

Fairmont  Foods 

8.8 

18 

5.9 

0.6 

5.3 

18 

6.9 

0.8 

8.0 

19 

0.9 

18 

Di  Giorgio 

4.6 

19 

9.2 

0.7 

7.0 

19 

4.3 

0.9 

9.9 

17 

-13.0 

19 

United  Brands 

0.4 

20 

2.9 

0.7 

3.2 

20 

2.2 

0.6 

9.9 

16 

-26.1 

20 

Ward  Foods 

def 

21 

def 

12.9 

def 

21 

def 

def 

-0.5 

21 

D-D 

21 

mcUlaila 

13.5 

14.4 

10.4 

Q  Q 

11.2 

9.8 

FOOD  SPECIALISTS 

UtMnao 
rxciiugg 

26.8% 

1 

28.0% 

n  o 

23.0% 

1 

.cO.£  /o 

O  9°/ 

14.7% 

4 

14.2% 

3 

r*am  atinn 

17.3 

2 

16  9 

n  9 

13.6 

3 

13.1 

8 

13.7 

5 

Amstar 

17.0 

3 

8.5 

6.5 

8 

i  n 

9  4 

13.4 

6 

16.4 

1 

Wm  WriolAV  Ir 
mil  wigicy  jr 

16.9 

4 

16.5 

n  n 
u.u 

15.9 

2 

1  £  /I 
ID.  4 

7  9 

12.3 

9 

8.7 

9 

Campbell  Taggart 

ID.  J 

e 

O- 

17^ 
i  /  .o 

0.3 

13  7 

A 
*f 

13.2 

3.2 

14.3 

5 

13.8 

4 

Hershey  Foods 

16.1 

6 

16.9 

0.1 

14.2 

5 

13.0 

6.1 

8.9 

12 

9.9 

7 

McCormick  &  Co 

15.4 

7 

15.2 

0.6 

11.3 

6 

12.6 

3.9 

15.8 

o 

15.5 

2 

Del  Monte 

15.0 

8 

13.5 

0.5 

9.7 

9 

10.2 

3.2 

12.0 

10 

13.5 

6 

Nabisco 

14.8 

9 

15.7 

0.4 

10.6 

9 

10.2 

3.4 

15.0 

3 

3.9 

11 

Gerber  Products 

13.6 

10 

12.6 

0.1 

11.1 

7 

12.4 

4.7 

7.8 

13 

2.4 

13 

UUdKCI  Wd[5 

13.3 

11 

13.7 

n  "5 

U.O 

9.8 

11 

O.O 

16.1 

1 

8.1 

10 

Green  Giant 

8.4 

12 

6.0 

0.7 

5.2 

13 

6.3 

1.7 

13.4 

7 

3.0 

12 

Stokely-Van  Camp 

8.3 

13 

6.6 

0.5 

5.5 

12 

6.9 

1.8 

9.2 

11 

9.1 

8 

American  Bakeries 

6.1 

14 

13.1 

0.5 

8.4 

14 

5.1 

1.1 

5.5 

14 

D-P 

DPF 

2.9 

** 

1.1 

** 

■vicaians 

15.2 

14.5 

10.9 

lis 

11.9 

o.*» 

13.3 

9.9 

DRINKS 

23.7% 

I 

23.3% 

u.u 

22.3% 

1 

99  RO/ 

:7.0  /O 

12.5% 

8 

10.6% 

6 

Onus  1  r* rAmn  f*rtla 

19.3 

2 

21.4 

18.0 

2 

18  0 

5.6 

16.6 

2 

12.1 

5 

PepsiCo 

19.2 

3 

20.9 

0  4 

15.6 

4 

13.6 

O.O 

16.3 

3 

13.0 

3 

Heublein 

18.0 

4 

11.1 

0^5 

8.5 

5 

126 

2.8 

18.2 

1 

13.5 

2 

Adolph  Coors 

15.9 

5 

15.4 

0.0 

14.7 

3 

16.1tt 

12.7 

15.lt 

5 

12.2* 

4 

Jos  Schlitz  Brewing 

14.2 

6 

7.2 

0.5 

5.2 

7 

10.6 

2.7 

13.1 

7 

7.0 

7 

national  LHSllMeTS 

13.5 

7 

12.5 

n  "3 

U.O 

9.4 

9 

O,  7 

o.*f 

5.7 

11 

20.4 

1 

Anheuser-Busch 

13.1 

8 

13.3 

0.5 

8.7 

8 

9.7 

4.7 

13.1 

6 

3.1 

10 

Hiram  Walker 

11.6 

9 

10.5 

0.1 

8.8 

6 

10.8 

6.8 

4.3 

12 

3.7 

9 

Pabst  Brewing 

10.5 

10 

9.8 

0.0 

9.0 

10 

9.5 

3.5 

10.6 

9 

2.5 

11 

Seagram 

9.1 

11 

9.0 

0.5 

7.1 

11 

7.4 

4.0 

6.3 

10 

6.4 

8 

Liggett  Group 

7.5 

12 

0.6 

0.5 

1.6 

13 

6.5 

0.4 

3.1 

14 

-2.3 

12 

Olympia  Brewing 

7.2 

13 

8.9 

0.2 

7.7 

12 

6.7 

1.7 

15.5 

4 

-6.6 

13 

F  &  M  Schaefer 

def 

14 

3.8 

4.4 

3.5 

14 

def 

0.5 

3.6 

13 

P-D 

14 

Medians 

13.3 

10.8 

0.4 

8.8 

10.2 

4.4 

12.8 

6.7 

Industry  Medians 

14.1 

13.7 

0.4 

10.1 

10.2 

3.5 

12.3 

9.6 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note-  Explanation  of  Yardstick  calculations  on  p. 
D-P  Deficit  to  profit;  not  ranked.      def  Deficit. 


38.  tt  Three-year  average. 
**  Not  available;  not  ranked. 


t  Four-year  growth.      P-D  Profit  to  deficit.      D-D  Deficit  to  deficit 
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"Call  Tom  Gage. 
He'll  deliver 
coal  and 
nuclear  energy 
to  your  new  site." 

Tom  Gage  is  Omaha  Public 
Power  District's  industrial  develop- 
ment expert.  He  can  show  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric 
power  from  fuel  sources  that  aren't 
subject  to  embargo  (coal  and 
nuclear).  OPPD's  Fort  Calhoun 
nuclear  plant  is  on-line  and  has 
produced  47%  of  the  electricity  used 
by  District  customers  in  1975.  In 
addition,  we  are  building  another 
coal-fired  unit  for  production  in 
1979.  This  combination  of  present 
capacity  and  planned  additions  will 
ensure  OPPD  customers  an  ade- 
quate supply  of  electric  power  at 
reasonable  rates.  If  you  want  spe- 
cific answers  to  specific  questions, 
give  Tom  a  call  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 


2-1 


Tom  Gage,  Manager- 
Area  Development 
Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 
Please  send  me  free  facts  on  Omaha 
Southeastern  Nebraska 


Title 


Company 


Address 


City 


State 


 Zip, 


Lemonade  Stand:  No  longer  a  small-time  business,  powdered  soft  drinks  had 
$500  million  in  sales  last  year.  But  it's  still  tough.  New  competition  has  cut 
the  volume  of  Pillsbury's  Funny  Face  mix,  the  choice  of  the  children  above. 


many  competitors  that  they  can  devour 
each  other's  profits.  The  mob  of  firms 
fighting  for  frozen-pizza  sales  now  in- 
cludes Pillsbury,  General  Mills,  Heinz 
and  Quaker  Oats.  The  warfare  for  market 
share  keeps  prices  low  and  cuts  the  po- 
tentially high  margins.  No  one  is  making 
a  lot  of  money  yet  off  frozen  pizza. 

The  quest  for  convenience  also  drives 
people  to  eat  out — particularly  at  fast- 
food  restaurants — to  the  point  where 
over  25  cents  of  every  food  dollar  is  spent 
at  restaurants.  So  food  companies  contin- 
ue to  swarm  into  the  restaurant  business 
in  an  attempt  to  get  back  what  they 
consider  their  proper  share.  Says  Gener- 
al Mills'  Atwater,  "We  think  people  are 
going  to  eat  out  more  and  that  it's  going 
to  be  a  faster-growing  business  than  the 
basic  at-home  eating."  Last  year  Pep- 
siCo, even  with  its  basic  soft-drink  busi- 
ness thriving,  jumped  into  fast  foods 
with  the  purchase  of  Pizza  Hut. 

Many  consider  the  restaurant  business 
a  logical  step  in  diversification — and  a 
place  that  can  help  the  food  and  bever- 
age companies  keep  reporting  their  "raz- 
zle-dazzle numbers,"  to  quote  one  ana- 
lyst. Burger  King,  for  example,  seems  to 
have  done  the  trick  for  Pillsbury's  profit 
growth  over  the  past  decade.  But  high 
return  often  brings  risk:  Kentucky  Fried 
Chicken  contributed  significantly  to  the 
30%  decline  in  profit  margins  for  Heu- 
blein,  the  leader  among  the  liquor  com- 
panies on  Forbes'  profitability  Yard- 
stick. Steps  have  been  taken  to  improve 
KFC's  profitability,  yet  restaurant  chains 


rarely  recover  once  they  have  lost  public 
appeal.  General  Foods  still  had  its  trou- 
bles with  improving  Burger  Chef  in 
1977,  five  years  after  a  $39-milIion  after- 
tax writedown  in  1972.  But  such  object 
lessons  seem  not  to  have  discouraged 
anyone.  Heinz,  for  example,  is  reported- 
ly looking  for  opportunities  to  get  into 
the  business. 

The  statistics  on  eating  out  have  so 
impressed  the  food  processors  that  prod- 
ucts for  the  home,  including  frozen  pizza 
and  frozen  fish-and-chips,  are  aimed  to 
compete  with  fast  foods  down  at  the 
drive-in.  "As  far  as  growth  areas  of  food 
at  home,  there's  no  question  but  that  the 
appeals  that  make  people  eat  out  are  also 
the  appeals  that  make  them  eat  certain 
things  in,"  says  Atwater  of  General 
Mills.  "We  are  working  not  only  on 
preparation  convenience,  but  on  clean- 
up convenience  too." 

This  year?  The  industry  as  a  whole 
should  he  relatively  stable,  with  6%-to- 
7%  price  increases  at  retail — not  the 
20%-to-30%  variety  that  leads  to  con- 
sumer revolts.  But  individual  companies 
are  something  else:  Hershey  has  good 
reason  to  worry  about  resistance  to  its 
costlier,  skinnier  chocolate  bar,  and '  it 
will  take  time  for  General  Foods'  coffee 
scars  to  heal.  In  the  food  and  drink  busi- 
ness, just  hanging  on  to  the  markets  you 
already  have  is  tough  enough.  Compa- 
nies determined  to  force  their  growth 
obviously  will  be  raising  their  risks,  with 
little  assurance  that  the  rewards  will  be 
commensurate.  ■ 
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IS  IT  WORTH 
THE  MONEY? 


Decidedly,  corporate  advertising  is  worth  the 
money.  TIME  Magazine  recently  commissioned 
Yankelovich,  Skelly  and  White  to  explore  and 
question,  and  the  answer  is  in.  Corporate  adver- 
tising is  enormously  valuable  to  companies  that 
do  it  right— but  what's  right  these  days  is  not  nec- 
essarily what  we  may  have  thought  it  was. 

For  instance,  there's  the  theory  that  good 
product  advertising  sells  the  company  as  well  as 
the  product.  Not  always,  apparently:  the  five  non- 
corporate advertisers  studied  for  the  survey 
spent  more  than  the  corporate  advertisers,  but 
scored  below  corporate  advertisers  in  such  vital 
things  as  advertising  recall,  familiarity  with  the 
company,  overall  impression  of  the  company— in 
fact,  in  every  area  of  the  study. 

What  about  the  magic  of  television?  Accord- 


ing to  the  survey,  it  turns  out  that  executives  read 
more  than  they  watch  television,  and  that  they 
find  print  ads  more  believable  than  they  find  tele- 
vision commercials. 

The  question  of  what  information  readers 
want  to  find  out  from  corporate  ads  opens  up  a 
whole  new  horizon  of  possibilities. 

For  example,  readers  were  not  particularly 
interested  to  know  that  a  company  is  aggressive 
and  competitive,  nor  that  it  has  advanced  tech- 
nology and  R&D,  nor  even  that  it  pays  good  divi- 
dends. What  would  they  rather  have  learned? 
That's  one  of  the  things  the  survey  will  tell  you. 

For  more  information,  call  or  write  to  Seth 
Bidwell,  Director  of  Marketing,  TIME  Magazine, 
Time-Life  Building,  New  York,  New  York  10020. 
(212)  556-2125. 


TIME 


Household  Products 
&  Apparel 

The  baby-boom  generation  is 

coming  of  age  and  is  buying  houses  and 

all  the  trappings.  This  is  good  news  for  many 

household-goods  makers.  Many,  but  not  all. 


"Mike  and  I  moved  into  the  house  last 
spring,  and  we  have  been  doing  lots  of 
cosmetic  things  to  it.  We've  spent  heavily 
on  carpets  and  curtains.  We  bought  a 
clothes  washer  and  dryer  and  a  vacuum 
cleaner.  The  thing  is,  we're  doing  all  our 
own  work  so  we've  had  to  buy  all  our 
own  tools.  Apart  from  appliances,  our 
biggest  bills  have  come  from  the  hard- 
ware store:  several  hundred  dollars  for 
drills,  hammers,  saws  and  so  on — things 
we  never  needed  in  our  apartment.  Then 
it  took  over  $400  to  paint,  clean,  wall- 
paper, insulate  and  repair  the  wood- 
work. Fixing  this  house  has  become  our 
entertainment.  It  really  is  fun!" 

This  young  Chicago  couple — both  26 
years  old,  M.B.A.s,  bank  officers,  and 
together  earning  over  $30,000 — is  more 
the  rule  than  the  exception.  Sociologi- 
cally, 1977  was  the  Year  of  the  House: 
some  2  million  new  ones  built,  3.5  mil- 
lion old  ones  sold — 50%  more  turnover 


than  in  the  last  housing  boom  in  1973. 

What  happened?  Employment — es- 
pecially among  women — was  at  an  all- 
time  high  (Forbes,  Nov.  15,  1977). 
Money  was  easy  to  get  last  year,  and 
consumers  felt  no  fears  about  going  into 
debt.  As  the  national  savings  rate  sank 
to  5%  last  year,  consumer  debt  soared 
almost  20%,  to  close  to  $260  billion. 

Then,  too,  the  U.S.  population  mix  is 
changing.  The  baby-boom  generation  is 
rapidly  coming  of  age,  flooding  the  im- 
portant 25-to-45-year  age  bracket.  Why 
important?  Because  these  are  the  con- 
sumers who  want  to  buy  and  can  afford 
big-ticket  items  like  houses  and  washing 
machines.  The  flood  will  continue  re- 
lentlessly until  1985  (see  chart). 

All  these  forces  made  1977  a  robust 
year  for  the  appliance  industry.  Ship- 
ments of  white  goods — refrigerators, 
ranges,  washing  machines  and  dryers — 
ran  to  some  30  million  units  in  1977. 
This  is  still  less  than  the  record  36 


The  Baby  Boom  Comes  Off  Age 

The  postwar  Baby  Boom  set  U.S.  consumers  to  spending  heavily  for 
diapers  and  elementary  schools  in  the  1950s,  for  college  tuitions  and 
rock  music  in  the  1960s.  Now  those  Baby  Boomers  are  flooding  the 
25-to-44-year-old  age  group,  and  are  creating  stronger  demand  for 
houses  and  household  products. 


'95  2000 


million  units  shipped  in  1973,  but  it  is 
about  11%  ahead  of  shipments  for  all  of 
1976.  Result:  The  appliance  groups 
median  return  on  stockholders'  equity 
over  the  latest  12  months  soared  to 
16.5%,  nearly  double  the  group  s  five- 
year  average.  As  usual,  debt-free  May- 
tag was  the  most  profitable  firm  in  the 
pack.  On  sales  of  around  $300  million, 
it  earned  over  26%  on  equity,  and 
nearly  that  much  on  capital.  But  Whirl- 
pool is  catching  up.  Its  21.9%  equity 
return  was  five  percentage  points  high- 
er than  for  1976,  whereas  Maytag's  re- 
turn slipped  somewhat. 

Why  did  Whirlpool  come  on  so 
strong?  Partly  because  the  company'  s 
sales  reflect  home-building  action  much 
more  directly  than  Maytag's  do.  Whirl- 
pool makes  a  wide  array  of  popular- 
priced  appliances — everything  from  re- 
frigerators to  vacuum  cleaners.  But  May- 
tag produces  mainly  washers  and  dryers, 
and  higher-priced  ones  at  that.  "Maytag 
has  a  low  concentration  of  builder  and 
contractor  sales,"  explains  Mitchell, 
Hutchins  appliance  analyst  Ned  Davis, 
"and  so  it  hasn't  benefited  from  the  hous- 
ing boom."  And  Whirlpool  has  some- 
thing else  Maytag  lacks:  the  muscle  of 
Sears,  Roebuck,  which  buys  more  than 
50%  of  Whirlpool's  production  and  ag- 
gressively markets  its  white  goods. 

But  Maytag  is  in  the  throes  of  a  major 
drive  into  the  dishwasher  market.  Only 
about  one  in  three  U.S.  homes  has  a 
dishwasher,  and  Maytag  management 
feels  that  market  promises  strong  growth 
in  the  future. 

For  any  given  year  there  is  usually  a 
product  that  particularly  captures  the 
consumer's  imagination — pet  rocks,  say, 
or  Cuisinarts.  Last  year  it  was  the  micro- 
wave oven.  Of  the  3  million  electric  and 
gas  ovens  sold,  over  2  million  were  mi- 
crowaves. This  is  not  really  so  surprising 
when  you  think  of  the  new  lifestyle: 
Kitchen  time  is  scarce  when  both  hus- 
bands and  wives  (or  living-together  men 
and  women  friends)  work.  For  instance, 
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Harris  "TC-80" 
Color  Television  Camera 


"System  90"  Radio 
Program  Automation  Equipment 


Loud 
and 
Clear. 

Superior 
signal 
quality  is 
a  powerful 
advantage  ^ 
in  broadcasting. 
With  advanced  solid-state  technology 
built  into  equipment  from  Harris, 
television  and  radio  broadcasters  worldwide 
deliver  a  better  sound  and  a  clearer  picture 
to  over  half  a  billion  people  every  day. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113 


HARRIS 

COMMUNICATIONS  AND 
INFORMATION  HANDLING 


When  you  work  140  miles  fro 
civilization,  you've  got  to  have, 
a  compressor  you  can  trust.  \ 


That s  why  most  of  the  world's 
oil  companies  rely  on  dependable 
Worthington  compressors  at  their 
remote  offshore  drilling  platforms. 

They  know  they  can  trust  Worthington. 
The  Navy  knows,  too.  They  use  Worthington 
compressors  in  nuclear  submarines. 

And  a  Worthington  compressor  was  specified 
to  produce  rocket  fuel  for  the  new  NASA  space 
shuttle  program. 

The  fact  is,  Worthington  compressors  are 
used  throughout  the  world  for  hundreds  of 
exacting  jobs.  They're  tough,  durable,  superbly 
engineered  for  reliability. 

So  specify  Worthington  when  you  need  a 
compressor.  Even  if  you  don't  work  140  miles 
from  civilization,  it's  nice  to  have  a  compressor 
you  can  trust. 

For  full  information,  please  contact  your  local 
Worthington  sales  representative  or  distributor. 
Or  write  to  Worthington  Compressors,  Inc., 
Dept.  102,  Holyoke,  MA  01040. 


BDC  process  compressor,  200  to  HBGG  gas  and  oil  field,  to  220  hp, 
over  15,000  hp,  15,000  psi  and  up.     100  to  1500  psi. 


CUB  gas-field  compressor,  to 
4000  hp,  to  7500  psi. 


ROLLAIR  rotary  screw,  40  to  250  hp, 
80  to  160  psi. 
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a  microwave  oven  can  cook  a  four-pound 
roast  in  just  35  minutes,  vs.  IV2  hours  for 
a  conventional  range.  This  aspect  of  the 
new  lifestyle  definitely  helped  Magic 
Chef.  The  rather  small  (sales:  $297  mil- 
lion) company  makes  mofe  different 
kinds  of  microwave  ovens  than  even  such 
giant  competitors  as  Whirlpool  and  Gen- 
eral Electric.  A  fast-growing  portion  of 
Magic  Chef's  sales  are  coming  from  this 
highly  profitable  business,  and  the  firm's 
1977  equity  return  was  better  than  dou- 
ble its  five-year  average. 

Not  all  household-goods  makers  were 
so  lucky,  however.  Consumers  spent 
12%  more  for  durable  goods  last  year,  as 
against  a  6%  increase  for  shoes  and  cloth- 
ing. Yet  personal  income  climbed  sharp- 
ly— by  1.3%  in  October  alone.  What 


".  .  .  'Fixing  this  house  has 
become  our  entertainment. 
It  really  is  fun!'  .  . ." 


happened  to  shoes  and  clothing? 

Back  to  the  wife  of  that  Chicago  couple 
(their  names  are  Phyllis  and  Mike 
Thomas): 

"With  the  house,  I  no  longer  have  the 
time  or  interest  to  go  out  and  consume 
personal  products  like  clothes.  On  week- 
ends Mike  and  I  go  to  the  hardware  store 
and  say,  'Hey,  we  need  that,  and  that, 
and  that,  too.'  Or  I'll  buy  some  fabric  to 
make  new  drapes.  It's  really  amazing 


how  much  I've  changed.  I  finally  got 
myself  out  to  buy  a  new  coat,  but  I  don't 
even  think  I  have  any  gloves — and  in 
Chicago,  no  less!" 

Here  is  an  insight  into  why  a  few 
apparel  and  textile  firms  did  spectacular- 
ly well  last  year.  If  consumers  are  spend- 
ing their  leisure  time  at  the  hardware 
store  buying  Stanley  Works'  hammers 
and  storm  doors,  Black  &  Decker  power 
tools,  and  roach  and  termite  killers  from 
Rollins,  they  haven't  much  use  for  ward- 
robes bulging  with  $250-plus  well-tai- 
lored suits.  Their  needs  are  much 
simpler:  a  pair  of  $20  denims  or  cordu- 
roys from  superprofitable  Blue  Bell  or 
hyperprofitable  Levi  Strauss.  Even  if  a 
young  couple  goes  out  to  celebrate,  say, 


Household  Products:  Yardsticks  of  Management  Performance 
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8.6% 
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2 
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4 
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6 
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7 

12.8 

1 

Sunbeam 
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5 
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0.4 

10.0 

5 
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3 

Zenith  Radio 
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4 
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8 
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9 

Westinghouse  Elec 
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7 
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8 
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9 
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7 

Hoover  Co 
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7 
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5 
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8 

Magic  Chef 
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9 
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6 
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10 
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10 
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5.3 

11 

-11.4 

10 
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0.6 

2.6 

11 

1.2 

0.5 

10.7 

3 
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def 

12 

19.0 

1.2 

11.0 

12 

def 

3.1 

2.7 

12 

"P-D 

11 

Fedders 
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Rollins  Inc 

26.4% 

1 
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0.2 

17.2% 
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Insilco 

15.3 
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6.6 

7 

6.7 

5 

Black  &  Decker 

14.7 
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0.3 
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2 
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13.6 
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4 

Stanley  Works 

12.5 
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0.3 

10.9 
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4.9 

12.8 

2 

10.8 

3 

Roper  Corp 

7.7 

6 

11.9 
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8.3 

7 

6.0 
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9.7 

5 

-2.6 

7 

Simmons 

7.4 

7 

4.6 

0.3 

4.3 

6 

6.6 

1.6 

9.2 

6 

-0.3 

6 

Mohasco 

6.5 

8 

5.6 

0.7 

4.7 

8 

5.3 

1.6 

12.4 

4 

-3.0 

8 

Ludlow  Corp 

3.9 

9 
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9 
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8 
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Medians 

12.5 
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HOUSEKEEPING  PRODS 

Clorox 

20.5% 

1 

20.3% 
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15.7% 

1 

15.6% 

3.6% 

22.7% 

1 

5.9% 

6 

Procter  &  Gamble 

18.5 

2 

19.2 

0.2 

14.8 

3 
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6.5 
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4 

10.8 

3 

Economics  Laboratory 

18.4 

3 

17.3 

0.2 

13.7 

4 
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2 

15.2 

1 

Colgate-Palmolive 

17.4 

4 
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0.1 

14.8 

2 

15.4 
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3 
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2 

Purex 
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4 
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5 

7.0 

5 
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14.3 
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16.0 
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4.3 
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12.9 
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0.4 
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9.7 

4.7 
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Note:  Explanation  of  Yardstick  calculations  on  page  38.      P-D  Profit  to  deficit.      def  Deficit. 
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a  new  kitchen,  a  clean  pair  of  Levi's  new 
shrinkless,  wrinklefree  jeans — perhaps 
complemented  by  a  moderately  priced 
sports  coat  from  Hart  Schaffner  & 
Marx — will  be  acceptable  in  even  the 
stuffiest  restaurants.  Says  K.  Dean 
Vought,  executive  vice  president  New 
York-based  at  apparel  management  con- 
sultants Kurt  Salmon  Assocs.:  "People 
are  dressing  up  more  than  they  did  in 
the  leisure  suit  days,  but  this  doesn't 
mean  they  are  going  for  high-priced  tai- 
lored clothing." 


Against  this  background,  it  is  hardly  a 
surprise  that  Graniteville  and  Cone 
Mills,  by  far  the  most  profitable  textile 
companies  last  year,  produce  much  of 
the  denim  and  fast-selling  corduroy-ma- 
terials yardage  Levi- Strauss  and  Blue 
Bell  buy.  And  Graniteville  has  an  extra 
strength:  It  is  a  major  supplier  of  fabrics 
for  work  clothes.  Look  around  you:  Work 
clothing  is  as  popular  today  with  young 
bankers  on  their  off  hours  as  with  blue- 
collar  workers  on  the  job. 

Of  course,  the  most  visible  and  serious 


problem  U.S.  textile  and  apparel  firms 
faced  last  year  was  foreign  competition. 
These  two  industries  are  extraordinarily 
labor-intensive;  between  them  they  em- 
ploy over  12%  of  all  U.S.  industrial 
workers.  Even  without  much  unioniza- 
tion, U.S.  textile  and  garment  workers 
can  earn  ten  and  more  times  the  rates 
paid  to  their  equivalents  in  India  and  the 
Far  East.  As  a  result,  the  U.S.  firms  (and 
their  workers)  got  clobbered  by  last 
year's  surge  in  imported  goods,  up  al- 
most 20%  in  the  first  eight  months  alone. 
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NOTE:  Explanation  of  Yardstick  calculations  on  page  38. 
def  Deficit.      "Not  available;  not  ranked. 


t  Four-year  average.      X  Four-year  growth.      XX  Three-year  growth.      P-D  Profit  to  deficit. 
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And  this  flood  came  on  top  of  a  39% 
jump  in  1976.  This  is  the  main  reason 
why  median  equity  returns  for  both  tex- 
tiles and  apparel  fell  below  last  year's 
returns. 

Don't  think  this  is  a  problem  that  will 
go  away.  It  won't.  The  new  Multi-Fiber 
Agreement  would  merely  stem  the  pain, 
not  cure  it.  In  essence,  the  MFA  limits 
growth  of  foreign  imports  to  6%  annual- 
ly. Unfortunately,  domestic  demand  is 
expected  to  grow  by  only  3%  or  so. 

"At  [the  MFA's  6%]  rate,"  sighed 
Springs  Mills'  Chairman  H.  William 
Close,  "we  won't  have  an  industry  in  20 
years."  But  Close  can  rest  easier  than 
most  textilemen.  Over  20%  of  Springs' 
sales  now  comes  from  Seabrook  Foods, 
which  Close  purchased  in  1973. 

In  the  months  ahead  you  will  hear  a 
great  deal  of  sobbing  from  U.S.  business- 
men hurt  by  foreign  competition.  But 
don't  forget:  Some  well-managed  firms 
will  survive  and  prosper.  Hanes,  the 
highly  profitable  ladies'  hosiery  maker 


". . .  Work  clothing  is  as  pop- 
ular with  young  bankers  in 
off  hours  as  with  blue-col- 
lar workers  on  the  job  . . ." 


(L'eggs),  no  doubt  will.  It  markets  bril- 
liantly in  supermarkets  and  drugstores, 
and  advertises  heavily — over  16  cents 
per  sales  dollar,  vs.  the  industry  average 
of  about  1  cent.  Two  other  likely  survi- 
vors are  Hart  Schaffner  &  Marx  and 
Cluett,  Peabody.  Both  have  strong  retail 
outlets,  and  both  have  invested  heavily 
in  automation. 

Says  Cluett,  Peabody  Chairman  Hen- 
ry H.  Henley:  "Over  the  last  seven  years 
the  labor  in  our  Arrow  shirts  has  been 
reduced  from  over  14  minutes  to  about 
12.5  minutes.  That  reduction  will  more 
than  pay  for  the  $5  million  Arrow  alone 
has  committed  for  mechanization." 

Generally  speaking,  however,  the  im- 
mediate future  looks  brightest  for  the 
same  companies  that  benefited  from  last 
year's  home-building  and  -buying  and 
-renovating  activity.  That  is  to  say,  the 
appliance  and  housewares  and  furnish- 
ings makers.  As  our  story  on  page  88  says, 
1978  could  be  at  least  as  good  a  housing 
year  as  1977,  if  not  better.  And  there  are 
all  those  aging  baby-boomers  out  there 
buying  the  goods  that  turn  the  houses 
into  homes.  Listen  once  more  to  Phyllis 
Thomas  as  she  enters  the  new  year: 

"We  haven't  gotten  around  to  the 
kitchen  yet,  but  we're  about  to.  At  a 
minimum  we're  talking  about  new  floors 
and  counters,  a  new  stove  and  other 
appliances.  And  of  course,  with  both  of 
us  working,  we're  thinking  of  a  micro- 
wave system.  .  .  . "  ■ 


Trying  to  arrive  at  a  solution 
to  your  financing  needs? 


Patagonia  Leasing  is 
your  point  of  departure. 


The  decision  to  lease  factors  in  a  number  of  variables: 
tax  timing,  cost,  inflation,  obsolescence,  cash  flow.  Each 
variable  has  an  associated  cost.  And  these  costs  can 
reduce  the  total  amount  of  capital  available  to  finance 
manufacturing  or  sales  requirements. 

Patagonia  is  the  leasing  company  that  can  select  the 
correct  package  to  satisfy  capital  financing  needs.  We 
know  the  markets  we  serve  (medical-industrial-transpor- 
tation-agricultural) and  serve  them  with  flexible  financial 
packages,  quick  response  and  professional  ability. 

Contact  a  representative  of  Patagonia  Leasing  at  one 
of  our  regional  offices: 


SOUTH 

5251  Westheimer 
Houston,  Texas  77008 
713  965-0862 


MIDWEST 
800  W.  47  Street 
Kansas  City,  MO  64112 
816  931-5998 


WEST 

3003  N.  Central 
Phoenix,  AZ  85012 
602  264-4418 


D" 


Patagonia  Leasing  Company. . . 
providing  capital  mobility. 


EXECUTIVE  OFFICES 
3003  N.  Central 
Phoenix,  AZ  85012 


A  wholly  owned  subsidiary 
of  Patagonia  Corporation. 

(AMEX-PAT) 


Forbes  Reprints 


Reprints  of  Inflation  Part  2 — The  Great  Hamburger  Paradox  (Sep.  15,  1977)  are  now  available. 
Prices  for  this  reprint  and  for  Inflation  Part  1  —  Inflation  Is  Now  Too  Serious  A  Matter  To  Leave  To 
The  Economists  (Nov.  15,  1976)  are  listed  below.  To  order  please  use  coupon  and  enclose 
payment. 

Pts.  1  &  2  Pts.  1  &  2 

1-    9  copies       $1.25  ea.       $2  ea.  set  100-499  copies       .50  ea.       800  ea.  set 

10-  99  copies  .60  ea.       $1  ea.  set  500  or  more  .40  ea.       800  ea.  set 


FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

I  have  enclosed  payment  with  order. 

Name  


Please  send  me 

 copies  of  Inflation  Part  1 

 copies  of  Inflation  Part  2 

 copies  of  Inflation  Parts  1  &  2 


Address 


City/State/Zip 


(Please  allow  4  weeks  for  delivery  .) 
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Who's  Where  In 
The  Industry  Groups 


Most  of  this  issue  is  devoted  to  com- 
paring major  corporations  as  to  growth 
and  profitability.  But  the  figures  below 
compare  industries.  They  show  which 
are  the  most  profitable  industries,  which 
are  the  fastest  growing,  which  have  the 
best  recent  trends. 

For  sheer  profitability  you  cannot — as 
the  figures  show — beat  the  personal- 
products  industry,  which  ranks  number 
one  in  five-year  return  on  equity  and  in 
return  on  total  capital  as  well.  Health 
care,  leisure  and  aerospace  and  defense 
also  rank  high. 

The  figures  for  the  energy  group  are 
interesting.  That  industry  is  number  one 
in  sales  growth  but  only  fifth  in  earnings 
growth.  Worse,  its  latest  12-month  re- 
turn on  equity  lags  behind  the  industry's 
five-year  average — which  should  gener- 
ate at  least  some  hesitancy  about  future 
profitability.  And  coal — the  hoped-for  al- 
ternative to  oil — suffered  a  very  sharp 
falloff  in  profitability  compared  with  its 
five-year  average. 

Inflation  ravages  also  show  up  in  the 
utility  industry  figures.  Rare  is  the  in- 
dustry that  nets  10%  or  more  on  sales; 
most  are  under  5%.  The  electric  utilities 


get  a  fat  11%  to  13%,  but  such  is  their 
capital  burden  (it  takes  well  over  $1  of 
investment  to  create  $1  of  revenue)  that 
this  seemingly  handsome  margin  trans- 
lates into  a  miserable  25th  position  in 
five-year-average  return  on  equity  and  a 
still  poorer  last  position  in  growth  of 
earnings  per  share. 

No  small  part  of  that  could  be  charged 


against  imports  from  Washington,  show 
up  much  better  than  the  basic  carbon 
steel  producers,  which  have  had  lots  of 
sympathetic  talk  but  precious  little  ac- 
tion from  Washington. 

Multicompanies  do  well  in  the  stand- 
ings, which  may  be  why  so  many  compa- 
nies have  adopted  the  principle  of 
conglomeration . 

Medians  tell  the  story  well  for  most 
industries,  but  not  all.  In  information 
processing,  for  example,  IBM,  Xerox 
and  Data  General  have  superlative  fig- 
ures, but  the  industry's  median  figures 
are  only  fair,  diluted  by  a  motley  crew  of 
poorer  performers. 


". . .  Multicompanies  do  well  in  the  standings, 
which  may  be  why  so  many  companies  have 
adopted  the  principle  of  conglomeration  . . ." 


to  the  heavy  hand  of  regulation,  which 
was  also  felt  last  year  by  ground  and  air 
transportation  and  also  the  banks.  Little 
wonder  that  more  and  more  money  men 
are  steering  their  own  and  their  clients' 
money  away  from  such  heavily  regulated 
industries — or  that  such  industries  have 
trouble  attracting  capital  for 
reinvestment. 

Foreign  competition  has  hurt  profit- 
ability in  textiles  and  steel.  The  specialty 
steel  producers,  which  last  year  got  help 


For  American  industry  as  a  whole,  the 
median  profitability  was  a  surprisingly 
mediocre  12.9%,  only  two-tenths  of  a 
percentage  point  over  last  year's  figure, 
while  the  median  profit  margin  was  only 
4.5%  and  the  median  return  on  total 
capital  remained  under  10%.  Where  are 
those  "obscene"  profits  that  the  radicals 
rail  at? 

Clearly,  1977  will  go  down  in  econom- 
ic history  as  a  year  of  modest  improve- 
ment— but  no  boom.  ■ 


Industry  Medians:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Personal  Products 

18.8% 

1 

16.3% 

0.3 

12.2% 

1 

14.0% 

6.2% 

13.1% 

11 

9.0% 

18 

Tobacco 

16.3 

16.0 

0.7 

9.3 

8.4 

3.5 

11.7 

7.3 

Toiletries  &  Cosmetics 

19.4 

18.7 

0.2 

14.8 

15.0 

7.4 

14.6 

10.8 

Photo  Equipment 

9.3 

11.5 

0.4 

11.4 

9.3 

8.7 

11.1 

1.4 

Construction — 

Contractors 

17.1 

2 

13.4 

0.5 

11.4 

9 

11.0 

3.0 

17.0 

3 

25.4 

1 

Heavy  Construction 

18.2 

18.9 

0.4 

12.4 

12.5 

2.5 

17.6 

29.7 

Home  Building 

8.0 

12.5 

0.8 

8.0 

5.2 

3.4 

15.1 

-1.9 

Energy 

17.0 

3 

14.7 

0.4 

10.4 

3 

12.0 

4.6 

22.5 

1 

17.7 

5 

international  Oils 

15.6 

14.1 

0.3 

10.5 

12.2 

4.3 

19.8 

13.4 

Other  Oil  &  Gas 

17.0 

15.5 

0.5 

10.4 

11.9 

4.6 

24.3 

19.1 

Coal 

21.1 

13.4 

0.3 

10.0 

14.3 

6.0 

20.5 

26.3 

Note:  Explanation  of  Yardstick  calculations  on  page  38. 
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Continuous  coal  miners 


Wireline  servia 


Oil  field  engines 


Dresser  products  and  services  are 

helping  the  energy 
industries  around  the 
world,  around  the  clock. 


Gas  reinjection  systems 


Wherever  in  the  worid  you  find  men  discovering,  developing, 
producing,  transporting,  processing,  distributing,  generating  and 
marketing  energy,  you'll  find  these  Dresser  names  .  .  .  Ashcroft, 
Clark,  Consolidated,  Dresser,  Dresser  Alias,  Guiberson, 
Harbison-Walker,  ldeco,  Jeffrey,  Lodge-Cottrell,  Magcobar,  Marion, 
Pacific,  Roots,  Security,  Swaco,  Wayne,  Waukesha  plus  Dresser  people 
and  Dresser  technology  at  work. 

Of  Dresser  Industries'  current  annual  revenue  rate  of 
approximately  $3  billion,  over  two  billion  is  generated  from 
high-technology  products  and  services  sold  to  the  world's  energy 
industries. 

For  a  copy  of  our  latest  annual  report,  write  to  Dresser  Industries, 
Dresser  Building,  Dallas,  Texas  75201. 


DRESSER 
INDUSTRIES 


How  to  possess 
the  supernatural. 

All  diamonds  are  a  phenomenon.  But  when  nature  mysteriously 
ances  them  with  a  vivid  color,  they  are  an  even  rarer  miracle. 

Created  by  earthfire  millions  of  years  ago,  richly  colored  diamonds 
ong  to  a  category  all  their  own.  They  occur  in  every  shade  of  the 
bow  and  are  valued  for  their  extreme  rarity. 

This  one  is  a  magnificent  2.03-carat  marquise.  Unique  because  of 
depth  of  its  yellow  color.  And  also  because  of  its  size. 

Crafted  to  hold  the  human  eye  spellbound,  it  came  of  age  as  only 
iamond  can.  In  the  hands  of  a  master  cutter. 

Only  through  continuous  sculpturing  and  polishing  with  diamond 
t  was  its  inner  spirit  released.  Turning  it  into  a  sun-like  jewel  of 
chanting  fire  and  beauty. 

A  chance  of  a  lifetime  to  conquer  the  supernatural.  And  possess 
e  of  nature's  rarest  creations. 


A  diamond  Is  forever. 

De  Beers  Consolidated  Mines,  Ltd. 


Solar  Furnace.  France 


1.  Textiles,  S  America 

2.  Food,  Africa 

3  Aluminum,  Europe 

4  Chemicals. 

N  America 

5  Paper.  S  America 


Foxboro  can  help  process 
your  product. 
Anywhere  in  the  world. 


Energy  and  power,  chemicals  and  petrochemicals,  minerals 
and  metals,  marine  applications,  pulp  and  paper,  beverages  and 
food,  textiles    .  these  are  some  of  the  industries  Foxboro  serve; 

We  are  a  leading  supplier  of  Process  Management  and 
Control  which  helps  companies  everywhere  produce  more  and 
better  products  for  less 

Our  Process  Management  arid  Control  equipment  covers  the 
whole  range  of  need,  from  single  instruments  for  the 
regulation  of  flow,  pressure,  temperature  and  liquid  level, 
to  advanced  control  packages  and  computer  based  systems 
used  in  the  most  complex  installations 

We  have  manufacturing,  engineering  and  sales  centers  all 
over  the  world  for  your  convenience  Whatever  your  product, 
wherever  your  plant,  Foxboro  will  be  glad  to  help  Get  to  know 
us  Write  for  the  brochure  Foxboro  The  Foxboro  Company. 
Foxboro,  Massachusetts,  USA  02035. 


WXBORO 


Industry  Medians:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total 

Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Health  Care 

17.0% 

3 

16.2% 

0.3 

12.6% 

2 

13.6% 

7.8% 

14.3% 

7 

12.8% 

9 

Ethical  Drugs 

20.4 

18.6 

0.3 

15.5 

17.9 

10.0 

13.9 

12.0 

Proprietary  Drugs 

16.1 

14.7 

12.8 

1  Q  7 

/.U 

11.2 

9.1 

Products  &  Services 

15.2 

— 

16.2 

0.5 

11.7 

— 

11.3 

6.2 

18.4 

— 

15.6 

— 

Aerospace  &  Defense 

16.5 

5 

19.2 

0.3 

13.1 

6 

11.3 

3.6 

6.6 

30 

23.0 

2 

Chemicals 

15.6 

6 

15.1 

0.5 

10.0 

10 

10.8 

5.8 

13.6 

8 

18.0 

3 

Diversified  Chemicals 

14.1 

— 

12.3 

0.5 

8.7 

— 

10.7 

5.6 

13.2 

— 

20.3 

Specialists 

16.1 

— 

17.0 

0.4 

11.2 

— 

10.8 

6.3 

14.2 

— 

17.3 

Leisure 

15.1 

7 

17.5 

n  a 

12.7 

8 

111 
11.1 

r.  a 

11.2 

24 

10.3 

14 

Travel 

10.8 

— 

13.3 

n  q 
u.y 

8.7 

— 

A  7 

O.C5 

18.8 

— 

8.6 

— 

Entertainment 

16.9 

— 

22.4 

0.6 

15.0 

— 

10.7 

6.9 

10.8 

— 

14.2 

— 

Recreation 

12.7 

— 

13.3 

0.4 

10.1 

— 

9.5 

3.8 

10.9 

— 

4.0 

— 

Publishing 

15.4 

— 

18.3 

0.1 

15.2 

— 

13.3 

7.5 

10.6 

— 

9.7 

Food  Service 

22.1 

— 

23.3 

0.6 

13.7 

— 

13.0 

5.5 

29.5 

— 

21.8 

Electronics  & 

Electrical  Equip 

14.7 

8 

17.5 

ft  1 

12.7 

5 

11  j 

1 1.4 

5.7 

11.3 

23 

14.7 

6 

Electronic  Equipment 

13.4 

— 

15.0 

n  "3 
u.o 

12.6 

— 

i  n  a 
1U.4 

0.0 

11.3 

— 

15.6 

— 

Flprtriral  Fn: iinmpnt 

18.8 

— 

19.0 

0.2 

14.3 

— 

13.5 

6.0 

12.1 

— 

13.1 

— 

Utilities — Natural  Gas 

14.6 

9 

15.8 

u.y 

7.7 

27 

7  A 

£  A 

13.3 

10 

9.0 

18 

Producers  &  Pipelines 

17.0 

— 

15.8 

u.y 

8.3 

— 

o.  1 

D.D 

15.0 

— 

10.1 

— 

Pipeliners  &  Distributors 

17.9 

— 

16.5 

n  q 

U.o 

7.9 

— 

14.5 

— 

11.7 

— 

Distributors 

11.9 

— 

12.4 

1.0 

6.9 

— 

6.5 

5.6 

12.8 

— 

4.5 

— 

Wholesalers 

14.4 

10 

12.4 

0.4 

8.8 

11 

10.4 

l.£ 

15.6 

4 

12.8 

9 

Food  Distributors 

15.5 

14.8 

u.o 

10.1 

\.<LA 

l.U 

16.1 

14.3 

Meatpackers 

12.8 

— 

10.0 

U.4 

7.6 

— 

y.i 

u.y 

12.4 

— 

8.3 

— 

Aprinilti  iral  Pr^mmoHitip^ 

16.5 

— 

12.2 

0.5 

10.8 

— 

10.2 

1.9 

19.1 

— 

16.1 

— 

Other  Wholesalers 

14.6 

15.4 

0.4 

1  O  1 
1<£.  / 

11.9 

2.6 

y.b 

1Q  C 

lo.O 

Industrial  Equipment 

14.3 

11 

15.9 

U.J 

12.6 

7 

13.5 

9 

13.8 

8 

Production  Equipment 

14.5 

16.5 

0.3 

inn 

10.5 

5.1 

iu.y 

Specialty  Equip  &  Matrls 

13.7 

15.5 

0.3 

13.1 

11.4 

5.6 

13.9 

12.9 

Const  &  Matrls  Hndlng 

15.2 

15.4 

0.5 

11.1 

10.8 

5.2 

13.7 

13.5 

Mining  &  Drilling  Equip 

17.1 

16.4 

0.3 

14.3 

n  o 

lo.y 

7  A 

1 A 

18.8 

20.0 

Rail  Equipment 

12.8 

— 

12.1 

0.6 

6.9 

— 

7.2 

5.3 

12.6 

— 

9.1 

Steam  Generating  Equip 

14.3 

16.1 

0.3 

12.0 

— 

10.9 

3.0 

12.5 

— 

19.1 

Food  &  Drink 

14.1 

12 

13.7 

0.4 

10.1 

13 

10.2 

3.5 

12.3 

16 

9.6 

17 

Diversified  Foods 

13.5 

14.4 

0.4 

10.4 

y.y 

o.o 

11.2 

9.8 

Food  Specialists 

15.2 

14.5 

0.3 

10.9 

11.5 

3.4 

13.3 

9.9 

Drinks 

13.3 

10.8 

0.4 

8.8 

10.2 

4.4 

12.8 

6.7 

Forest  Products  & 

Packaging 

14.1 

12 

12.8 

0.5 

9.3 

14 

10.1 

4.9 

12.8 

14 

17.9 

4 

Forest  Products 

15.5 

14.5 

0.5 

10.7 

10.5 

6.2 

13.2 

19.1 

Packaging 

12.4 

12.3 

0.4 

9.0 

9.9 

3.7 

12.2 

14.3 

Information  Processing 

13.1 

14. 

14.7 

0.4 

11.6 

17 

9.5 

6.3 

14.5 

6 

12.0 

12 

Computers 

14.3 

13.8 

0.2 

11.6 

9.8 

7.5 

14.5 

17.1 

Copiers  &  Office  Equip 

11.8 

15.9 

0.5 

11.6 

8.9 

4.8 

15.8 

3.6 

Multicompanies — 

11 

Multi-Industry 

13.0 

15 

12.8 

0.4 

10.2 

16 

9.6 

4.8 

9.8 

27 

12.2 

Automotive 

12.8 

16 

15.0 

0.4 

11.0 

15 

9.8 

4.1 

11.4 

22 

8.9 

20 

Vehicles 

12.6 

15.7 

0.4 

10.8 

10.4 

3.8 

12.9 

9.7 

Tire  &  Rubber 

8.5 

11.0 

0.5 

8.2 

6.6 

3.5 

9.3 

3.0 

Auto  Supplies 

14.5 

15.8 

0.4 

11.9 

10.3 

4.8 

11.8 

11.7 

Multicompanies — 

9.9 

16 

Conglomerates 

12.7 

17 

13.1 

0.6 

8.8 

21 

8.7 

3.4 

10.1 

26 

Note:  Fxplanation  of  Yardstick  calculations  on  page  38. 
[  
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Industry  Medians:  Yardsticks  of  Management  Performance 


Profitability 


Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Mat 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Finance — 

Consumer  Finance 

12.5% 

18 

15.9% 

0.5 

10.7% 

26 

7.6% 

5.6% 

12.4% 

15 

4.6% 

29 

Finance  Companies 

12.5 

10.3 

1.9 

5.5 

6.0 

3.9 

9.7 

2.3 

Financial  Services 

12.5 



16.4 

0.3 

11.6 



9.6 

5.6 

13.5 



9.7 



Finance — Insurance 

12.5 

18 

16.5 

0.1 

14.4 

4 

11.8 

7.1 

11.7 

18 

10.3 

14 

Life 

12.5 

13.0 

0.1 

12.5 

12.3 

10.1 

10.1 

11.7 

Fire  &  Casualty 

12.5 



21.3 

0.1 

20.4 



11.8 

6.6 

12.6 



8.9 



Multiple  Line 

12.6 



17.2 

0.1 

15.2 



10.2 

6.7 

12.5 



10.3 



Household  Products 

12.2 

20 

15.5 

0.3 

11.0 

18 

9.0 

4.3 

9.4 

28 

6.6 

27 

Appliances 

8.4 

~~ 

16.5 

0.3 

10.7 

7.4 

3.9 

7.8 

-0.1 

Housewares  &  Furnishings 

12.5 

13.8 

0.5 

10.9 

8.5 

4.4 

9.7 

6.7 

Housekeeping  Products 

17.9 

17.0 

0.3 

14.3 

14.3 

4.5 

16.0 

9.6 

Retail  Distribution 

12.2 

20 

12.9 

0.3 

9.5 

21 

8.7 

2.8 

11.2 

24 

6.7 

26 

Department  Stores 

12.2 

— 

12.7 

0.4 

8.6 

— 

8.0 

3.2 

9.2 

— 

7.0 

— 

Discount  &  Variety  Stores 

8.5 

— 

9.3 

0.7 

6.2 

— 

6.6 

1.5 

10.0 

— 

1.8 

— 

Drug  Chains 

15.2 

— 

15.9 

02 

13.5 

— 

14.0 

2.2 

16.6 

— 

13.2 

— 

Specialty  Retailers 

14.5 

— 

14.9 

0.2 

12.5 

— 

10.2 

3.7 

14.4 

— 

8.4 

— 

Supermarkets 

12.2 

20 

12.7 

0.4 

9.3 

19 

8.9 

0.9 

11.7 

18 

7.8 

24 

Major  Chains 

11.4 

— 

10.9 

0.5 

7.5 

— 

7.6 

0.8 

10.8 

— 

5.6 

— 

Regional  Chains 

12.9 

— 

13.9 

0.4 

10.1 

— 

9.5 

0.9 

11.9 

— 

9.0 

— 

Finance — Banks 

12.0 

23 

11.4 

9.7 

11 

10.4 

/.O 

18.0 

2 

7.6 

25 

New  York  Banks 

11.6 

11.1 

0.5 

9.0 

9.3 

7.0 

22.0 

6.0 

Regional  Banks 

12.3 

11.6 

0.3 

98 

10.4 

8.7 

17.5 

— 

7.6 

— 

Construction — 

Building  Materials 

11.9 

24 

14.0 

0.4 

10.6 

25 

8.1 

5.0 

11.9 

17 

8.1 

21 

Lumber 

16.8 

— 

15.1 

0.5 

10.4 

— 

9.3 

6.2 

16.3 

— 

18.1 

— 

Cement  &  Gypsum 

9.6 

— 

10.3 

0.3 

8.0 

— 

7.3 

4.2 

12.1 

— 

5.4 

— 

Other  Building  Materials 

10.5 

— 

13.6 

0.4 

108 

— 

8.2 

5.0 

10.0 

— 

6.1 

— 

Building  Equipment 

19.0 

— 

20.2 

0.3 

14.4 

— 

16.9 

5.5 

11.6 

— 

14.2 

— 

Utilities — 

Electric  &  Telephone 

11.7 

25 

12.2 

1.0 

6.1 

29 

6.0 

11.7 

15.5 

5 

2.8 

30 

Northeast 

10.7 

— 

11.6 

1.0 

6.2 

— 

5.7 

11.0 

15.7 

— 

2.2 

— 

Midwest 

12.3 

— 

12.2 

1.0 

6.1 

— 

6.1 

12.2 

14.5 

— 

1.1 

— 

Southeast 

11.1 

12.1 

1.0 

5.7 

5.5 

13.0 

20.0 

2.8 

Southwest 

13.5 

— 

13.4 

1.0 

6.7 

— 

6.9 

12.2 

15.9 

— 

5.8 

— 

West 

11.1 

11.0 

1.0 

6.0 

6.2 

11.8 

15.9 

3.3 

Telecommunications 

12.5 

z 

13.1 

1.0 

6.9 

z 

6.4 

10.1 

11.7 

6.0 

Metals 

11.2 

26 

8.5 

0.5 

5.7 

19 

8.9 

3.6 

13.1 

11 

8.0 

22 

Aluminum 

9.6 

10.7 

0.7 

6.9 

6.1 

4.7 

12.9 

9.6 

Copper 

7.8 

3.0 

0.6 

1.9 

6.9 

1.8 

6.1 

-5.6 

Diversified  Metals 

18.9 

7.5 

0.4 

5.8 

13.5 

3.9 

16.7 

13.2 

Steel 

11.2 

26 

7.1 

0.4 

6.0 

24 

8.4 

3.1 

11.5 

21 

13.9 

7 

Basic  Producers 

10.1 

4.0 

0.4 

3.5 

6.5 

1.9 

11.5 

11.7 

Specialty  &  Other  Steels 

13.2 

10.8 

0.4 

9.3 

10.9 

4.0 

11.5 

16.4 

Apparel 

10.4 

28 

12.1 

0.3 

9.5 

23 

8.5 

3.1 

9.0 

29 

6.1 

28 

Apparel 

6.9 

11.0 

0.4 

8.9 

5.9 

2.6 

7.7 

-3.7 

Textiles 

9.7 

10.0 

0.3 

8.6 

7.5 

3.6 

9.0 

11.7 

Shoes 

15.5 

15.3 

0.3 

12.5 

12.0 

4.0 

11.3 

11.5 

Transportation — Surface 

10.3 

29 

11.4 

0.5 

7.1 

28 

6.1 

4.5 

11.6 

20 

11.5 

13 

Railroads 

8.0 

8.9 

0.6 

5.8 

5.4 

5.3 

9.6 

13.2 

Truckers 

21.2 

22.8 

0.3 

13.4 

13.1 

4.5 

16.6 

16.9 

Other  Surface  Trans 

14.3 

14.0 

0.8 

7.9 

10.7 

3.4 

10.7 

2.5 

Transportation — Air 

7.9 

30 

12.1 

1.0 

6.0 

30 

4.3 

3.3 

13.0 

13 

7.9 

23 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  38. 
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Who's  Where 
In  Profitability 


Long-term  profitability — five-year  re- 
turn on  equity — is  the  most  coldly  objec- 
tive measure  of  management  perfor- 
mance. We  apply  it  here  to  1,005 
companies. 

Two  freaks  top  our  list  this  year:  Lock- 
heed, whose  equity  was  nearly  wiped 
out  by  writeoffs,  and  Chicago  &  North 


Western  Transportation  Co.,  set  free  by 
Northwest  Industries  with  precious  little 
equity.  Both  looked  better  than  they 
really  are.  Excluding  those,  the  profit- 
ability leaders  were  mostly  specialists 
like  Emery  Air  Freight;  Colonial  Penn,  a 
money  funnel  for  old  people;  Yellow 
Freight  in  trucking;  Marsh  &  McLennan. 


A  key  relationship  is  that  between 
five-year  and  latest-12-month  return  on 
equity.  If  the  latter  is  lower,  the  com- 
pany may  be  slipping.  It  was  higher  for 
companies  like  Dow  Jones,  Tandy  and 
Teledyne;  lower  for  Franklin  Mint,  Na- 
tional Semiconductor  and  LTV. 

Of  the  1,005  companies  listed,  over 
200  failed  to  earn  a  minimal  10%  long- 
term  on  equity,  and  40  actually  averaged 
five-year  deficits.  Interestingly,  the  los- 
ers are  not  concentrated  in  a  few  indus- 
tries. Rather,  these  are  companies  whose 
managements  failed  to  adapt  to  the  furi- 
ous changes  of  the  Seventies.  ■ 


f 


Who's  Where  In  Profitability 


Return  On  Equity 

Return  On  Capital 

Company 

5-Year*  Latest 
Average  Rank     12  Mos 

5-Year*  Latest 
Average  Rank     12  Mos 

Lockheed 
Chic  &  North  Western 
Emery  Air  Freight 
Service  Merchandise 
Cal-Maine  Foods 

52.4%     1  36.1% 
45.7       2  38.4 
37.7       3  36.5 
34.5       4  31.0 
34.1       5  17.5 

7.0%  724  9.7% 
5.8     839  7.1 
37.7        1  36.6 
23.7      21  27.0 
12.6     285  9.2 

Westmoreland  Coal 
Pittston 
Earth  Resources 
MAPCO 
Sigmor 

33.3       6  12.3 

33.1  7  17.9 
32.7       8  29.3 
32.3       9  30.6 

32.2  10  20.9 

28.2        7  12.2 

24.6  18  15.5 
22.1       32  19.9 

15.7  124  14.9 

or  r\              i  r\  ice 

26.9       10  15.0 

Colonial  Penn  Group 
Franklin  Mint 
Louisiana  Land 
Amer  Home  Products 
Avon  Products 

31.3      11  26.1 
31.3      12  15.3 
31.0      13  24.3 
30.9      14  30.0 
30.5      15  30.2 

30.5        3  26.1 
25.5       16  9.8 
23.4       25  19.8 
30.7        2  30.0 
29.0        5  29.1 

Natl  Semiconductor 
Missouri  Pacific  Corp 
Marsh  &  McLennan  Cos 
Petrie  Stores 
Gulf  Resources  &  Chem 

30.3      16  12.1 
30.0      17  27.6 
30.0      18  31.9 
29.9      19  31.4 
29.7      20  6.5 

24.0  20  9.3 
9.0     557  11.5 

28.9        6  31.2 
29.9        4  31.4 

15.1  139  5.7 

Sambo's  Restaurants 
Pioneer  Corp 
J  Ray  McDermott 
Yellow  Freight  System 
Intl  Minerals  &  Chem 

29.5      21  24.3 

29.3  22  28.4 
29.2      23  27.1 
28.7      24  24.6 

28.4  25  18.9 

26.4  11  19.9 

13.7  206  14.6 

21.5  36  21.3 
17.3      80  17.9 

16.8  90  12.4 

Schering-Plough 
Tandy 
Merck 
Dow  Jones 

Ralph  M  Parsons 

28.1      26  24.1 
28.1      27  38.1 
28.1      28  26.0 
27.7      29  31.0 
27.6      30  32.4 

27.3        9  23.6 
25.2 

25.9       14  22.2 
25.7       15  26.6 
20.5       42  22.1 

ingredient  Technology 
Wal-Mart  Stores 
Mervyn's 
Pioneer  Hi-Bred  Intl 
Utd  Energy  Resources 

27.6      31  21.3 
27.5      32  29.7 
27.4      33  28.4 
27.3      34  27.6 
27.2      35  27.6 

5.7     841  15.6 
21.8       34  22.6 
28.0        8  28.7 
26.4       12  26.2 
12.8     273  16.3 

Dow  Chemical 
Engelhard  Min  &  Chem 
Mattel 
Kellogg 
Great  Western  United 

27.2      36  21.0 
26.8      37  20.4 
26.8      37  29.9 
26.8      39  28.0 
26.5      40  6.8 

16.5      97  13.0 
20.1       46  17.6 

11.1  373  19.6 

23.2  28  23.0 
10.0     467  6.3 

Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

WW  III  WCJ 1  IF 

Average 

tank 

12  Mos 

Average  Rank 

12  Mos 

Schlumberger 

26.5% 

41 

29.2% 

23.5% 

23 

27.2% 

Rollins  Inc 

26.4 

42 

21.4 

17.8 

72 

17.2 

Mavtae 

26.3 

43 

26.6 

26.0 

13 

25.9 

Houston  Natural  Gas 

26.3 

44 

29.0 

13.2 

248 

16.5 

Levi  Strauss 

26.1 

45 

33.6 

21.5 

38 

29.0 

Niagara  Frontier  Svc 

26.0 

46 

25.3 

22.5 

30 

19.8 

McDonald's 

26.0 

47 

24.7 

14.8 

152 

13.7 

Texas  Oil  &  Gas 

25.8 

48 

30.4 

14.9 

145 

17.3 

American  Intl  Group 

25.6 

49 

23.2 

23.2 

27 

22.0 

Roadway  Express 

25.6 

50 

21.2 

24.1 

19 

20.4 

Iowa  Beef  Processors 

25.2 

51 

20.8 

16.  i 

110 

15.9 

Dillon  Companies 

25.0 

52 

25.9 

20.2 

45 

22.2 

Leaseway  Transportn 

24.9 

53 

23.3 

9.5 

520 

9.7 

Diamond  Shamrock 

24.9 

54 

27.0 

14.2 

187 

13.8 

Melville 

24.8 

55 

26.6 

21.7 

35 

23.1 

Nalco  Chemical 

24.7 

56 

26.7 

23.7 

22 

25.5 

Lubrizol 

24.6 

57 

22.2 

23.4 

24 

20.2 

Athlone  Industries 

24.5 

58 

19.1 

10.9 

388 

10.1 

Tyler 

24.4 

59 

21.6 

13.9 

201 

16.4 

Lowe's  Companies 

24.2 

60 

22.8 

18.7 

56 

17.2 

Data  General 

24.1 

61 

23.8 

25.3 

17 

25.8 

Pennzoil 

24.1 

61 

21.5 

10.3 

439 

10.5 

Cook  Industries 

23.8 

63 

def 

17.0 

86 

def 

Crane 

23.8 

64 

25.1 

12.8 

276 

13.1 

Teledyne 

23.8 

65 

33.7 

13.6 

214 

20.5 

Masco 

23.8 

66 

22.4 

17.7 

73 

14.6 

Handy  &  Harman 

23.7 

67 

18.3 

15.7 

125 

12.1 

Reliance  Electric 

23.7 

68 

21.9 

15.4 

131 

15.9 

Cameron  Iron  Works 

23.7 

69 

13.8 

13.7 

207 

9.1 

Coca-Cola 

23.7 

70 

23.3 

22.5 

31 

22.3 

Halliburton 

23.5 

71 

24.7 

18.7 

59 

19.3 

Longs  Drug  Stores 

23.3 

72 

20.4 

23.2 

26 

20.3 

St  Joe  Minerals 

23.3 

73 

16.5 

18.6 

60 

13.9 

Baker  International 

23.3 

74 

22.8 

16.6 

92 

16.5 

Entex 

23.1 

75 

31.4 

11.4 

358 

13.8 

C  F  Braun 

23.0 

76 

20.4 

17.0 

85 

15.3 

CBS 

23.0 

77 

24.6 

18.7 

57 

20.9 

Briggs  &  Stratton 

22.9 

78 

22.7 

22.8 

29 

22.4 

MCA 

22.8 

79 

18.6 

20.4 

43 

17.3 

Dover  Corp 

22.8 

80 

23.0 

18.7 

58 

19.5 

*  The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables.    **  Not  available;  not  ranked,   def  Deficit. 
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Who's  Where  In  Profitability 


Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Beech  Aircraft 

22.8% 

81 

24.5% 

16.5% 

yo 

l  n  ao/ 

Blue  Bell 

22.7 

82 

32.6 

18.8 

54 

27.1 

Petrolane 

22.7 

83 

23.0 

14.3 

179 

15.7 

Natomas 

22.5 

84 

26.6 

14.6 

159 

15.4 

SmithKline  Corp 

22.5 

85 

22.3 

19.3 

52 

18.2 

Intl  Flavors  &  Frag 

OO  A 

ZZ.A 

ob 

OO  Q 

O  1  A 

OQ 

oy 

01  A 

Amerada  Hess 

22.3 

87 

17.2 

14.8 

154 

12.2 

Eli  Lilly 

22.3 

88 

19.6 

21.5 

37 

18.5 

NVF 

22.2 

89 

10.8 

13.1 

249 

9.3 

Grumman 

22.2 

90 

17.5 

11.3 

362 

10.8 

Bristol-Myers 

22.1 

91 

Ol  1 

1  Q  A 

iy.4 

cn 

OU 

1  Q  O 

iy.o 

Dun  &  Bradstreet  Cos 

22.1 

91 

23.1 

22.0 

33 

22.9 

Lucky  Stores 

22.1 

91 

22.1 

15.2 

137 

15.1 

Denny's 

22.1 

94 

23.3 

13.0 

261 

15.5 

Louisiana-Pacific 

22.1 

95 

18.8 

13.1 

249 

11.3 

Cooper  Industries 

21.9 

yo 

OA  7 

^4.  / 

1  A  O 
14.8 

1  c;0 

1  7  1 
1  / .  1 

AMP 

21.8 

97 

25.4 

19.3 

51 

21.4 

Super  Valu  Stores 

21.8 

98 

24.8 

15.9 

117 

20.5 

Albertson's 

21.7 

99 

21.4 

15.9 

117 

16.6 

Philip  Morris 

21.7 

99 

22.3 

13.5 

225 

12.6 

Modern  Merchandising 

0 1  7 
£.1.1 

i  m 
lUi 

O/  7 

<c4.  / 

18. b 

£i 
bl 

1  Q  O 

Union  Camp 

21.7 

101 

18.1 

14.1 

190 

13.0 

Combined  Insurance 

21.6 

103 

20.4 

20.8 

40 

19.8 

Smith  international 

21.5 

104 

17.4 

16.5 

98 

15.0 

Caterpillar  Tractor 

21.5 

105 

19.8 

16.3 

103 

14.0 

Edison  Bros  Stores 

Ol  A 

i  nc 

O/l  1 
£4. 1 

1  7  A 
1  /  .b 

7R 

/  O 

on  55 

Winn-Dixie  Stores 

21.3 

107 

19.4 

20 '.7 

41 

18.7 

McLean  Trucking 

21.2 

108 

18.2 

13.9 

196 

13.4 

/  Avnet 

21.1 

109 

19.6 

14.6 

160 

16.2 

Hoover  Ball  &  Bearing 

21.1 

109 

26.3 

16.0 

115 

20.8 

Pay'n  Save 

Ol  A 

iii 
ill 

1  /.D 

1  Q  Q 
18.8 

cc 
DO 

1  A  C 
14.0 

R  J  Reynolds  Inds 

21.0 

111 

19.3 

14.5 

166 

13.5 

Square  D 

20.9 

113 

25.1 

18.2 

65 

20.7 

Belco  Petroleum 

20.8 

114 

20.6 

14.0 

195 

15.4 

Willamette  Inds 

20.8 

115 

17.9 

13.9 

200 

12.7 

Jack  Eckerd 

on  7 
Aj.I 

1  1  C 

1  lb 

1  Q  7 

iy.  / 

ly.s 

47 
4/ 

1  Q  O 

iy.£ 

Occidental  Petroleum 

20.7 

117 

18.0 

9.7 

501 

9.1 

UV  Industries 

20.7 

118 

18.7 

10.5 

419 

11.8 

Moore  McCormack  Res 

20.7 

119 

16.7 

12.8 

277 

8.2 

Chicago  Bridge  &  Iron 

20.6 

120 

25.1 

17.0 

86 

20.3 

oxaurrer  i»nemicai 

on  c 

i  on 

i  q  n 
lo.U 

14. b 

i  £i 
Ibl 

1  1  Q 

i  i.y 

Ogden 

20.6 

122 

17.5 

9.2 

545 

8.0 

Santa  Fe  Intl 

20  6 

123 

33.1 

12.5 

292 

16.9 

G  D  Searle 

20.6 

123 

11.6 

15.0 

144 

9.0 

MGM 

20.5 

125 

22.4 

12.3 

305 

12.0 

Revlon 

on  c 

1  OA 

oi  n 

1  A  R 

14.0 

i  cc 
ibb 

1  A  0 

lo.  o 

IBM 

20.5 

127 

20.6 

19.6 

48 

19.9 

Clorox 

20.5 

128 

20.3 

15.6 

126 

15.7 

Commercial  Metals 

20.4 

129 

def 

16.3 

106 

1.0 

Ashland  Oil 

20.3 

130 

20.9 

11.6 

347 

12.8 

riuor 

on  o 

lol 

O/  1 

<L">.  1 

ion 

iy.u 

CO 
Do 

OO  o 

tL6.  o 

McKee 

20.2 

131 

21.9 

17.5 

78 

20.3 

Butler  Manufacturing 

20.2 

133 

18.0 

16.9 

88 

14.4 

Georgia-Pacific 

20.2 

133 

18.5 

10.6 

407 

12.4 

Genuine  Parts 

20.1 

135 

19.6 

20.3 

44 

19.0 

W  W  Grainger 

20.1 

136 

19.2 

18.4 

63 

18.8 

E-Systems 

20.0 

137 

32.0 

16.3 

105 

27.1 

Ethyl 

20.0 

138 

19.4 

11.2 

368 

11.1 

White  Consolidated 

20.0 

139 

17.7 

10.6 

414 

11.2 

Gulf  &  Western  Inds 

20.0 

140 

14.5 

8.8 

582 

8.1 

Vulcan  Materials 

19.9 

141 

19.5 

14.1 

189 

13.0 

Charter  Company 

19.9 

142 

11.6 

11.2 

368 

6.9 

Caldor 

19.9 

143 

21.2 

16.6 

94 

17.3 

Scott  &  Fetzer 

19.8 

144 

21.1 

17.3 

79 

16.7 

Dresser  Industries 

19.7 

145 

19.3 

14.3 

177 

15.4 

Idle  Wild  Foods 

19.6 

146 

18.9 

15.9 

120 

16.2 

Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

"iverage 

Rank 

12  Mos 

Maione  &  Hyde 

19.6% 

147 

18.5% 

17.5% 

-7-7 
/  / 

16.9% 

Gillette 

19.6 

148 

15.2 

14.4 

175 

11.7 

Tosco 

19.6 

149 

47.8 

8.0 

633 

6.4 

Weis  Markets 

19.6 

150 

19.3 

19.5 

49 

19.3 

DEKALB  AgResearch 

19.6 

151 

20.1 

16.1 

112 

15.9 

Parker  Pen 

1  Q  C 

iy.b 

1  Cl 
101 

on  o 

ion 
18.U 

C7 

b/ 

ICC 

lb.O 

Copeland 

19.5 

153 

25.8 

17.5 

76 

22.8 

Weyerhaeuser 

19.5 

153 

16.3 

13.4 

227 

11.3 

A  E  Staley  Mfg 

19.5 

155 

12.2 

14.9 

146 

8.3 

Xerox 

19.4 

156 

17.9 

15.8 

123 

14.0 

Chesebrough-Pond's 

*y.4 

1  C7 
10/ 

1  Q  7 
18/ 

1  C  1 

lb.  1 

110 

Ho 

10. 4 

Loews 

19.4 

158 

25.4 

7.1 

714 

9.2 

Oklahoma  Natural  Gas 

19.4 

158 

26.1 

10.4 

426 

12.9 

Royal  Crown  Cola 

19.3 

160 

21.4 

18.0 

69 

18.0 

Emerson  Electric 

19.3 

161 

20.4 

17.7 

74 

18.3 

Southwestern  Pub  Svc 

1  Q  O 

iy.o 

1  CO 

OO  7 

7  Q 
/.8 

CRC 

bob 

Q  7 
O.  / 

PepsiCo 

19.2 

163 

20.9 

13.6 

217 

15.6 

Longview  Fibre 

19.2 

164 

18.6 

18.0 

68 

16.9 

Eastman  Kodak 

19.1 

165 

15.9 

18.0 

66 

15.1 

Equifax 

19.1 

166 

19.7 

16.0 

116 

16.8 

Archer  Daniels  Midland 

ion 

iy.u 

1  C7 

lb/ 

ICC 

lo.o 

i  a  n 
14. U 

1  Q/1 

iy4 

10  0 

Minn  Mining  &  Mfg 

19.0 

167 

19.2 

16.8 

89 

16.0 

SEDCO 

19.0 

169 

18.9 

11.0 

376 

10.9 

Norris  Industries 

19.0 

170 

23.8 

17.2 

83 

24.5 

Eastern  Gas  &  Fuel 

18.9 

171 

12.6 

9.9 

485 

7.8 

Wyman-Gordon 

1  Q  O. 

io.y 

1  70 

1  Q  O 

ICO 
10. o 

1  oc 
lob 

ID.  H 

Quaker  State  Oil 

18.9 

173 

15.5 

13.5 

219 

9.9 

Tesoro  Petroleum 

18.8 

174 

def 

15.4 

131 

def 

Northern  Natural  Gas 

18.8 

175 

17.2 

9.3 

539 

9.1 

Dana 

18.8 

176 

21.1 

14.1 

188 

15.7 

Washington  rost 

1  O  Q 

18. e 

1  77 
III 

oc  o 

10  0 

lo.o 

007 

1 0  0 

Moore  Corp 

18.7 

178 

17.0 

15.0 

143 

13.0 

Hewlett-Packard 

18.7 

179 

17.7 

18.3 

64 

17.1 

Houdaille  Industries 

18.7 

180 

18.9 

14.2 

184 

15.3 

Deere 

18.7 

181 

17.7 

15.2 

138 

13.7 

Abbott  Laboratories 

18.6 

182 

19.3 

13.8 

one 
ZUD 

1^7 

14.  / 

Air  Prods  &  Chems 

18.6 

183 

18.6 

10.8 

391 

11.2 

Stone  Container 

18.6 

183 

11.7 

12.9 

265 

7.8 

Murphy  Oil 

18.5 

185 

12.9 

11.8 

333 

9.3 

Johnson  &  Johnson 

18.5 

186 

18.0 

17.9 

70 

17.5 

Copperweld 

18.0 

1  D7 
10/ 

14. 1 

14. D 

1  CO 

Ibo 

Q  C 

y.b 

Northwest  Industries 

18.5 

187 

20.0 

12.1 

315 

12.4 

Bruno's 

18.5 

189 

22.2 

13.2 

245 

15.8 

Procter  &  Gamble 

18.5 

189 

19.2 

15.0 

140 

14.8 

PACCAR 

18.5 

191 

24.6 

16.8 

91 

22.3 

Upjohn 

1  Q  R 
ic.D 

1  Ql 

iy  i 

17c 
1  /  .D 

1  £  A 
1 3.*+ 

IOU 

1 0  7 

Colt  Industries 

18.4 

193 

14.6 

10.9 

385 

9.9 

A  C  Nielsen 

18.4 

193 

19.9 

18.5 

62 

20.3 

Economics  Laboratory 

18.4 

195 

17.3 

13.6 

218 

13.7 

So  Natural  Resources 

18.4 

196 

17.0 

9.3 

535 

9.1 

Big  Three  Industries 

1  Q  A 

18.4 

1  Q7 

iy  / 

17  1 
l/.l 

1  A  R 
14.0 

1  C/l 

lb4 

10  0 

10.0 

E  F  Hutton  Group 

18.4 

197 

17.2 

14.7 

157 

14.6 

Itel 

18.3  • 

199 

24.1 

7.6 

673 

8.7 

Monsanto 

18.3 

200 

13.3 

13.4 

228 

9.9 

Genera!  Electric 

18.3 

201 

19.9 

15.5 

128 

16.6 

Mallinckrodt 

18.3 

201 

19.4 

13.7 

210 

13.7 

Nnrthwp<t  Fnprcn/ 

*  ivi  ll  ■  nvOl  unci  gj 

18.2 

203 

15.8 

8.1 

632 

7.4 

Raymond  Intl 

18.2 

203 

30.4 

13.5 

221 

20.6 

Nash  Finch 

18.2 

205 

17.6 

16.5 

99 

15.6 

Transway  Intl 

18.2 

206 

18.5 

15.0 

141 

14.8 

Revco  D  S 

18.1 

207 

20.6 

14.8 

151 

16.9 

A  H  Robins 

18.1 

208 

13.6 

16.4 

100 

12.3 

General  Cinema 

18.1 

209 

18.8 

10.7 

402 

12.5 

Ohio  Casualty 

18.1 

210 

26.0 

17.8 

71 

25.2 

Olinkraft 

18.1 

211 

14.9 

13.3 

235 

11.6 

Best  Products 

18.0 

212 

32.2 

16.0 

114 

28.2 

The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables.      def  Deficit. 
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Arsonists 
are  burning  everyone. 


Arson  today  accounts 
for  more  than  40%  of  all 
property  losses  from  fire. 
This  destruction  amounts 
to  over  four  billion  dollars 
a  year.  And  arson  cases  are 
rising  by  about  12%  annually. 

These  fires  are  set  for 
many  reasons,  but  primarily 
to  collect  on  the  insurance. 

The  insurance  compa- 
nies, with  the  cooperation 
of  the  police  and  fire  . 
departments,  are  doing 
everything  they  can  to  tike 
the  profit  out  of  arson. 
And  a  National  Fire 
Prevention  and  Control 
Administration  now  has 
been  set  up  by  the  federal 
government. 

Despite  these  efforts,  more 
insurance  dollars  are  being  paid 
out  for  crooked  fire  losses. 
So  premiums  have  to  go  up  to 
cover  them. 

Insurance,  after  all,  is  simply 
a  means  of  spreading  risk. 
Insurance  companies  collect 
premiums  from  many  people  and 
compensate  the  few  who 
have  losses. 


The  price  of  insurance  must 
reflect  the  costs  of  paying  for 
those  losses  and  the  expenses 
of  handling  them. 

No  one  likes  higher  prices. 
But  we're  telling  it  straight. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&  FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office:  San  Francisco  94120 


This  is  the  pipeline  that  delivers  ou 


Anywhere  in  America  in  hours. 


natural  resource 


That's  right.  Building  products 
Anywhere  in  America  in  72  hours.  And 
generally  less.  And  we  can  make  that 
blaim  because  of  the  way  we  planned 
bur  distribution  centers.  Not  just  in 
najor  metropolitan  areas.  But  also  in 
areas  where  growth  is  beginning  to 
happen.  Like  Tyler,  Texas.  Or  Fargo, 
North  Dakota. 

All  in  all,  over  1 50  distribution 
centers  around  America.  A  vast,  com- 
Dletely  computerized  network  that 
noves  almost  $2  billion  worth  of  ply- 


wood, lumber,  paneling,  roofing  ma- 
terials, nails — whatever  it  takes  to  build. 
With  a  fleet  of  900  trucks  that  go 
border  to  border — coast  to  coast. 

Why  such  a  vast  network?  Because 
we  manage  over  6  million  acres  of  tim- 
ber. But  a  big  part  of  our  business  is 
getting  the  resources  we  manage  to 
where  they're  needed. 

And  doing  it  well  is  one  reason 
we're  called  the  Growth  Company. 

Georgia-Ffecific 

The  Growth  Company 


For  more  information 
on  Georgia-Pacific's 
distribution  network, 
write  "Distribution". 
Dept.  F-2, 
Georgia-Pacific, 
900  S.W.  Fifth  Avenue, 
Portland,  Oregon  97204. 


Who's  Where  In  Profitability 


Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Champion  Spark  Plug 

18.0% 

213 

14.6% 

16.2% 

108 

13.5% 

Cessna  Aircraft 

18.0 

214 

20.5 

13.4 

232 

15.8 

Heublein 

18.0 

215 

11.1 

12.6 

282 

8.5 

Ark  Louisiana  Gas 

17.9 

216 

16.5 

9.6 

508 

9.3 

General  Mills 

17.9 

217 

18.4 

12.5 

289 

13.8 

Natl  Starch  &  Chem 

17.8 

218 

17.2 

14.4 

170 

13.5 

General  Reinsurance 

17.8 

219 

21.3 

17.1 

84 

20.4 

K  mart 

17.8 

220 

19.2 

15.9 

121 

16.9 

Wetterau 

17.8 

221 

14.4 

14.5 

164 

11.4 

Consol  Freightways 

17.7 

222 

24.4 

13.1 

255 

18.6 

Kings  Dept  Stores 

17.7 

223 

18.0 

16.3 

103 

17.2 

Michigan  National 

17.7 

224 

17.0 

13.4 

234 

13.2 

Wallace-Murray 

17.6 

225 

26.5 

9.5 

516 

13.8 

Delta  Air  Lines 

17.6 

226 

17.5 

9.0 

564 

9.1 

Fleming  Companies 

17.6 

227 

16.9 

14.3 

177 

13.8 

Exxon 

17.6 

228 

13.7 

14.3 

180 

10.9 

Panhandle  Eastern 

17.6 

229 

16.5 

o.  1 

COT 

O  O 
O.J 

Sterling  Drug 

17.6 

230 

14.7 

16.6 

92 

13.6 

Braniff  Intl 

17.6 

231 

18.0 

8.6 

605 

9.0 

Fisher  Foods 

17.6 

231 

7.9 

9.8 

491 

5.6 

Texas  Instruments 

17.5 

233 

17.7 

15.8 

122 

16.7 

Gannett 

17.5 

234 

18.8 

15.5 

127 

19.6 

Tenneco 

1  /.D 

£o4 

l  c  c. 
ID.b 

Q  7 

o.  / 

£53  S3 
DoO 

S3  Q 

o.y 

Colgate-Palmolive 

17.4 

ooc 
dio 

1C  7 

Id./ 

1  C  /I 

Id. 4 

lj4 

1  A  Q 

14. o 

Mead 

17.4 

007 

nn  o 

1U.£ 

A  Cn 

4DU 

lit 

1  Id 

Texasgulf 

17.4 

238 

6.0 

11.8 

333 

4.8 

Eagle-Picher  Inds 

1  7  A 

1 1 A 

oon 

1  "7  C 
l/.D 

1  O  Q 

07 1 

Li.i 

reel  Natl  Mortgage 

1  7  A 

1 1 A 

OOn 

div 

l  c  c. 
ID.b 

A  O 

4.Z 

Q17 

y  i  / 

a  n 
4.U 

Turner  Construction 

17.4 

241 

12.6 

17.3 

oo 
od 

12.4 

|L_.  UfK|l.H- 

Jim  Walter 

17.4 

242 

1C  7 

lb./ 

11.9 

329 

1U.  / 

Pfizer 

17.4 

242 

16.7 

13.5 

219 

12.4 

CrC  Internationa! 

17.4 

244 

18.1 

13.7 

209 

14.4 

Parker-Hannifin 

17.4 

244 

17.5 

12.2 

312 

13.3 

TRW 

17.4 

246 

19.5 

12.2 

310 

13.3 

Republic  of  Texas 

17.3 

247 

21.3 

14.2 

185 

16.1 

Thiokol 

17.3 

248 

18.3 

14.4 

170 

14.0 

Warner  Commun 

17.3 

249 

25.3 

9.9 

483 

14.0 

Harsco 

17.3 

250 

18.2 

14.6 

162 

14.5 

Inland  Container 

17.3 

251 

13.4 

14.4 

173 

10.9 

Provident  Life  &  Acc 

17.3 

251 

17.0 

17.3 

80 

17.0 

Alco  Standard 

17.3 

253 

21.2 

12.7 

280 

16.7 

Carnation 

17.3 

254 

16.9 

13.9 

201 

13.6 

Ralston  Purina 

17.3 

255 

18.6 

12.2 

308 

12.9 

Skaggs  Companies 

17.2 

256 

18.4 

15.0 

141 

17.7 

Sun  Company 

17.2 

257 

16.7 

10.7 

404 

10.4 

Beatrice  Foods 

17.2 

258 

16.8 

14.8 

150 

14.5 

\ki  u .  _i  _  i 

Whirlpool 

17.2 

259 

21.9 

14.1 

191 

18.7 

Bucyrus-Erie 

17.1 

260 

21.2 

14.3 

180 

16.0 

Continental  Oil 

17.1 

261 

15.1 

12.6 

282 

11.1 

Blount 

17.1 

262 

6.1 

9.6 

511 

5.1 

Potlatch 

17.1 

262 

18.5 

12.4 

298 

12.9 

Raytheon 

17.1 

262 

19.3 

14.7 

156 

17.2 

Circle  K 

17.1 

265 

19.7 

13.3 

240 

14.7 

Sysco 

17.0 

266 

15.2 

14.5 

168 

10.9 

American  Petrofina 

17.0 

267 

8.5 

14.4 

176 

6.8 

Illinois  Tool  Works 

17.0 

267 

16.3 

16.5 

95 

16.1 

Amstar 

17.0 

269 

8.5 

10.6 

408 

6.5 

Marathon  Oil 

17.0 

270 

17.3 

13.0 

261 

9.7 

McDonough 

17.0 

270 

16.5 

13.2 

241 

14.0 

ENSERCH 

17.0 

272 

16.7 

9.1 

556 

8.8 

Amer  Broadcasting 

16.9 

273 

24.0 

13.0 

260 

18.0 

General  Motors 

16.9 

274 

22.8 

15.4 

133 

20.5 

Wm  Wrigley  Jr 

16.9 

274 

16.5 

16.4 

102 

15.9 

American  Express 

16.8 

276 

19.1 

14.3 

182 

16.3 

Oscar  Mayer 

16.8 

277 

18.5 

13.5 

224 

15.2 

S  heller-Globe 

16.8 

278 

15.8 

9.9 

483 

9.8 

Return  On  Equity      Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

"iverage  Rank 

12  Mos 

Standard  Oil  Ind 

16.8% 

279 

15.7% 

13.0% 

257 

12.2% 

Union  Carbide 

16.7 

280 

12.3 

12.0 

319 

8.7 

VF  Corp 

16.7 

281 

14.1 

1  A  A 
14.4 

1/4 

12.2 

111    D  L 

First  Intl  Dsns 

16.7 

282 

16.2 

14.7 

158 

13.3 

Purolator 

16.7 

282 

11.6 

12.7 

278 

9.4 

Digital  Equipment 

16.7 

284 

17.5 

16.2 

107 

15.8 

St  Paul  Companies 

1C  7 

lb./ 

OQ/1 

oc  c 

14.9 

148 

oo  c 

Gino's 

16  7 

286 

7.9 

i  n  a 
1U.4 

/ion 
4<iy 

6.2 

Twentieth  Century-Fox 

16.7 

287 

36.8 

9.9 

479 

20.1 

USLIFE 

16.6 

288 

16.0 

13.7 

207 

13.2 

Squibb 

16.6 

289 

14.8 

12.5 

291 

11.4 

Kerr-McGee 

16.6 

290 

14.0 

13.4 

228 

10.6 

Northrop 

16.5 

291 

27.6 

12.9 

270 

22.7 

Savannah  Foods 

16.5 

292 

19.6 

10.2 

453 

13.7 

Alexander  &  Baldwin 

16.5 

293 

9.1 

13.6 

213 

7.6 

Campbell  Taggart 

16.5 

293 

17.3 

13.2 

247 

13.7 

Phillips  Petroleum 

16.5 

295 

18.2 

12.4 

293 

13.6 

Koppers 

16.5 

296 

14.2 

11./ 

O^  1 
J41 

10.6 

BankAmerica  Corp 

ICC 

ib.D 

297 

ICO 
lD.O 

13.1 

253 

12.0 

Tecumseh  Products 

16.4 

298 

18.1 

16.4 

100 

18.1 

Inco  Ltd 

16.4 

299 

9.7 

10.7 

395 

6.0 

United  Technologies 

16.4 

299 

19.2 

10.6 

405 

13.1 

Amsted 

1  C  A 

lb. 4 

om 
oUl 

1  7  c 
l/.D 

1  1  7 
11/ 

17  1 
1  /.  1 

Liquid  Air  of  No  Amer 

1  C  A 

lb. 4 

ono 
iUd 

17A 

l/.U 

12.1 

318 

7  7  O 

11.  i 

CTAft  Injliiptniir 

bLUA  Industries 

7  C  A 

lb.4 

ono 

IOC 

lo.b 

10.3 

438 

1  O  1 

Ld.  1 

Central  Tel  &  Utils 

16.3 

304 

16.8 

7.1 

717 

7.4 

Times  Mirror 

16.3 

304 

19.0 

14.1 

191 

1  C  7 

lb./ 

Hospital  Corp  of  Am 

ICO 

lb.  J 

one 
JUb 

1  7  c 

1  /.b 

7 

/  .D 

Oft- 

7  n 

/.y 

Texas  Commerce  Bshs 

ICO 

lb.o 

306 

7  c  n 
lb. (J 

16.2 

109 

14.8 

Citicorp 

ICO 

lb.^ 

ono 
olio 

1^7 
14.  / 

12.9 

269 

10.4 

International  Paper 

16.2 

308 

11.9 

11.0 

379 

8.2 

Crown  Cork  &  Seal 

ICO 

lb.£ 

310 

7  C  O 

Vo.i. 

13.1 

252 

1  o  o 
li.i 

Hershey  Foods 

16.1 

31 1 

16.9 

14.2 

Rexnord 

16.1 

311 

18.6 

12.1 

316 

14.8 

iii       i     ■  » 
Warner-Lambert 

16.1 

311 

15.0 

13.7 

210 

1  O  1 

Fischbach  &  Moore 

16.1 

314 

13.1 

11.4 

361 

9.8 

ill ; i  f*i        . '  i 

witco  Chemical 

16.1 

O  1  c 
JlD 

15.1 

10.1 

457 

inn 
1U.U 

United  Telecom 

1  C  1 

lb.  1 

0 1  c 

olb 

IOC 
lO.O 

A  7 
O.  / 

/  01 

7  c 

/.D 

Arvin  Industries 

16.0 

0 1 7 

ill 

OO  7 

do.  1 

10.5 

415 

14.9 

Standard  Brands 

16.0 

317 

14.2 

10.7 

399 

10.4 

Union  Oil  California 

16.0 

319 

15.9 

10.6 

410 

11.3 

Adolph  Coors 

15.9 

320 

15.4 

16.1 

110 

1  A  ~7 
14./ 

Textron 

ICO 
lD.O 

007 
J<1 

7  C  O 

lb.2 

1  O  R 
Ld.D 

OQQ 

£oy 

lO.D 

Hannaford  Bros 

7  C  7 

Id./ 

ooo 
iid 

7  O  CI 

12.0 

320 

ill 
11.1 

Saga  Corp 

1  C  *7 

ID./ 

idd 

ICO 
lD.O 

13.3 

237 

lo.  1 

Baxter  Travenol 

15.7 

324 

16.2 

10.9 

388 

12.0 

Ingersoll-Rand 

15.7 

324 

12.1 

13.0 

258 

9.5 

North  American  Coal 

15.7 

324 

14.1 

c  c 
b.b 

7CO 

c  o 

Foster  Wheeler 

15.7 

327 

18.9 

13.4 

231 

15.0 

Free  port  Minerals 

15.7 

328 

7.5 

13.7 

212 

6.4 

J  P  Morgan  &  Co 

15.7 

328 

14.2 

12.9 

267 

11.6 

Peavey 

15.7 

328 

7.9 

12.9 

265 

7.2 

Shell  Oil 

15.7 

331 

14.7 

11.9 

327 

11.6 

Dayco 

157 

332 

17.0 

7.0 

725 

7.8 

Univar 

15.6 

333 

def 

10.3 

442 

1.1 

Westvaco 

15.6 

333 

14.7 

10  3 

436 

10.0 

Chromalloy  American 

15.6 

335 

16.9 

8.6 

603 

8.8 

Dean  Foods 

15.6 

335 

21.0 

11.6 

349 

14.6 

Texas  Gas  Transmn 

15.6 

335 

15.0 

8.3 

621 

7.9 

Fed-Mart 

15.6 

338 

10.6 

9.1 

551 

10.0 

Fred  Meyer 

15.6 

339 

16.2 

10.7 

401 

10.5 

National  Svc  Inds 

15.6 

340 

15.8 

13.2 

242 

13.7 

Ferro 

15.5 

341 

13.7 

13.5 

222 

12.1 

Carpenter  Technology 

15.5 

342 

18.3 

13.5 

226 

16.7 

Foremost-McKesson 

15.5 

342 

15.4 

7.9 

654 

7.8 

Rite  Aid 

15.5 

342 

18.6 

13.1 

255 

17.2 

The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables.      def  Deficit. 
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Who's  Where  In  Profitability 


Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Lear  Siegler 

15.5% 

345 

24,0% 

10.0% 

473 

13.2% 

Pacific  Resources 

15.5 

345 

11.8 

8.7 

598 

7.3 

Williams  Companies 

15.5 

347 

9.7 

9.3 

541 

6.0 

Franklin  Life  Ins 

15.5 

348 

16.2 

15.5. 

129 

16.1 

Harcourt  Brace  Jovan 

15.4 

349 

17.9 

13.4 

232 

11.4 

Ktmberly-Clark 

15.4 

349 

15.7 

11.7 

344 

11.6 

McCormick  &  Co 

15.4 

351 

15.2 

12.6 

286 

11.3 

Pneumo  Corp 

15.4 

352 

16.3 

10.9 

385 

13.1 

Super  Food  Services 

15.4 

353 

18.9 

9.6 

505 

11.9 

American  Financial 

15.3 

354 

28.6 

6.6 

762 

7.9 

Time  Inc 

ICO 

355 

IOC 

11.5 

351 

13.8 

Insiico 

15.3 

356 

16.6 

8.9 

573 

11.1 

Kemper  Corp 

15.3 

356 

24.0 

14.9 

148 

22.7 

Clark  Equipment 

15.2 

358 

16.2 

11.3 

362 

12.4 

McGraw-Hill 

15.2 

358 

18.0 

12.1 

316 

15.3 

Connecticut  General 

15.2 

360 

17.1 

15.3 

135 

17.3 

Emhart 

15.2 

360 

20.9 

14.9 

147 

16.8 

Amer  Hoist  &  Derrick 

15.2 

362 

14.6 

9.3 

541 

9.6 

Bausch  &  Lomb 

15.2 

362 

18.2 

11.5 

353 

13.7 

Hobart 

I  IVwfll  V 

15.2 

364 

14.9 

11.8 

337 

11.8 

Crown  Central  Petrol 

15.2 

365 

15.6 

10.4 

433 

10.0 

Federal  Co 

15.2 

365 

6.9 

13.1 

249 

6.5 

EG&G 

15.2 

367 

17.5 

13.6 

214 

15.4 

Metromedia 

15.2 

367 

21.8 

10.7 

397 

16.2 

Mercantile  Stores 

15.2 

369 

14.0 

12.6 

287 

1 1.3 

Harnischfeger 

15.1 

370 

13.9 

10.9 

383 

9.7 

Owens-Corning  Fbrgls 

15.1 

370 

21.4 

11.4 

357 

15.8 

General  Dynamics 

15.1 

372 

15.9 

12.3 

301 

13.8 

Tpx3^  Eastern 

15.1 

372 

15.8 

7.3 

707 

7.6 

Central  Steel  &  Wire 

15.1 

374 

14.5 

14.2 

185 

14.0 

Reserve  Oil  &  Gas 

15.1 

375 

13.2 

12.4 

294 

8.9 

Centex 

15.1 

376 

20.3 

9.0 

558 

1 1.4 

Peoples  Gas 

15.1 

376 

15.4 

7.7 

662 

7.9 

Eaton 

15.1 

378 

16.1 

10.3 

437 

'  10.5 

Gould 

15.1 

379 

17.5 

11.5 

353 

12.1 

General  Foods 

J  O.U 

JoU 

1  A  7 

14.  / 

11./ 

o4o 

11.0 

Public  Service  Ind 

15.0 

381 

16.2 

7.1 

720 

7.6 

Del  Monte 

15.0 

382 

13.5 

10.2 

450 

9.7 

Continental  Illinois 

14.9 

383 

15.0 

12.8 

273 

12.3 

Joy  Manufacturing 

14.9 

384 

16.4 

12.8 

272 

14.3 

uioDe-union 

14.9 

Job 

10.4 

424 

ion 

Becton,  Dickinson 

14.9 

386 

14.3 

11.3 

366 

11.7 

Pay  Less  Drug  (Cal) 

14.9 

386 

8.9 

14.8 

154 

7.6 

Gt  Northern  Nekoosa 

14.9 

388 

12.7 

9.8 

487 

9.0 

Northwestern  Steel 

14.9 

389 

8.0 

14.4 

172 

7.9 

New  York  Times 

14.9 

390 

17.1 

13.2 

245 

15.1 

Nabisco 

14.8 

391 

15.7 

10.2 

450 

10.6 

Mfrs  Hanover  Corp 

14.8 

392 

14.3 

12.7 

281 

11.2 

Suburban  Propane  Gas 

14.8 

392 

14.1 

94 

533 

8.7 

Seafirst 

14.8 

394 

14.2 

14.5 

169 

12.1 

Tektronix 

14.7 

395 

18.7 

14.2 

183 

16.5 

Sipnodp 

14.7 

396 

15.2 

11.9 

325 

12.6 

Campbell  Soup 

14.7 

397 

14.9 

13.8 

203 

13.7 

Federal  Paper  Board 

14.7 

398 

9.3 

8.9 

568 

6.3 

Black  &  Decker 

14.7 

399 

14.0 

12.7 

278 

11.2 

RCA 

14.7 

399 

19.0 

9.0 

564 

10.7 

Graniteville 

14.6 

401 

13.1 

12.2 

310 

10.7 

Kaiser  Steel 

14.6 

402 

6.5 

9.1 

554 

5.1 

Universal  Leaf 

14.6 

403 

16.2 

13.9 

198 

14.9 

Mobil 

14.6 

404 

12.6 

12.0 

322 

9.7 

Transco  Companies 

14.6 

404 

18.9 

5.7 

845 

6.9 

Pillsbury 

14.6 

406 

16.3 

10.0 

468 

11.0 

Amtel 

14.6 

407 

13.1 

9.8 

493 

9.5 

Purex 

14.6 

408 

14.4 

10.5 

417 

10.9 

Trans  Union 

14.6 

409 

17.7 

5.9 

824 

6.7 

Amerace 

14.6 

410 

12.9 

8.8 

587 

7.8 

Return  On  Equity     Return  On  Capital 


Company 

5-Year* 

Latest 

5-Year* 

Latest 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Interco 

14.5% 

411 

14.0% 

13.5% 

222 

12.8% 

Standard  Oil  Calif 

14.5 

411 

14.4 

12.4 

1  1  7 
11./ 

Am  Natural  Resources 

14.5 

413 

15.8 

7  1 

7  7 

Cummins  Engine 

14.5 

414 

24.0 

4RQ 

1  A  A 
ID. 4 

Hanover  Insurance 

14.5 

415 

25  5 

Sundstrand 

14.5 

415 

16.5 

8.6 

600 

10.1 

American  Standard 

14.5 

417 

20.2 

10.1 

461 

1  3  A 

iO.4 

First  City  Bancorp 

14.5 

417 

13.7 

12.6 

9Rd 

1  9  R 
l^.D 

Federated  Dept  Stores 

14.5 

419 

14.2 

13.2 

244 

12.4 

Reichhotd  Chemicals 

14.5 

419 

8.1 

10.5 

419 

6.4 

Safeway  Stores 

14.5 

419 

1 1.9 

12.2 

309 

10.4 

Cleveland  Elec  Ilium 

14.4 

422 

17.1 

7.0 

723 

7.3 

Crown  Zellerbach 

14.4 

423 

13.1 

10.1 

457 

9.3 

Walter  E  Heller  Intl 

14.3 

424 

12.6 

7.4 

692 

6.7 

Richardson-Merrell 

14.3 

425 

14.3 

13.3 

239 

12.8 

nugnes  loo! 

14.3 

426 

15.0 

13.9 

198 

13.1 

Norton  Simon 

14.3 

426 

15.0 

9.9 

476 

10.1 

Massey- Ferguson 

14.3 

428 

7.8 

10.5 

419 

6.4 

Burroughs 

14.3 

429 

13.6 

11.6 

347 

11.6 

Combustion  Enginmg 

14.3 

429 

16.1 

10.9 

384 

12.0 

Giant  Food 

14.2 

431 

14.7 

10.2 

444 

10.9 

Cone  Mills 

14.2 

432 

19.4 

12.2 

312 

16.7 

Ideal  Basic  Inds 

14.2 

432 

14.1 

11.2 

371 

10.5 

CFS  Continental 

14.2 

434 

9.0 

10.4 

424 

6.8 

Studebaker-Worthngtn 

14.2 

434 

20.3 

9.4 

529 

15.5 

Jos  Schlitz  Brewing 

14.2 

436 

7.2 

10.6 

410 

5.2 

Continental  Group 

14.1 

437 

14.0 

10.0 

465 

10.2 

Spencer  Foods 

14.1 

437 

def 

6.7 

754 

def 

Waldbaum 

14.1 

439 

13.9 

11.4 

356 

10.9 

Western  Air  Lines 

14.1 

440 

12.4 

6.7 

748 

5.9 

Central  &  South  West 

14.1 

441 

13.2 

6.9 

730 

6.5 

Kraft 

14.1 

441 

14.7 

12.0 

324 

12.3 

United  States  Shoe 

14.1 

443 

14.0 

10.8 

390 

10.9 

American  Cyanamid 

14.1 

444 

12.1 

11.3 

366 

9.2 

Diamond  Intl 

14.1 

444 

11.5 

12.0 

321 

9.8 

First  Bank  System 

14.0 

446 

1  o  o 

11.9 

325 

10.8 

Flickinger 

14.0 

446 

15.2 

12.3 

305 

12.8 

Champion  Intl 

14.0 

448 

13.8 

8.0 

642 

9.5 

Riegel  Textile 

14.0 

448 

15.0 

9.7 

499 

10.9 

Northwest  Bancorp 

14.0 

450 

13.9 

11.6 

345 

10.4 

tsiueoira 

1  A  A 

14. U 

4D1 

TOP. 

i  n  i 
1U.  1 

4b  1 

lU.o 

Gutf  Oil 

14.0 

452 

11.5 

11.5 

352 

10.0 

Consolidated  Papers 

14.0 

453 

14.2 

12.3 

302 

12.6 

U  S  Fidelity  &  Gty 

14.0 

453 

25.3 

13.9 

197 

25.3 

Kerr  Glass  Mfg 

13.9 

455 

11.5 

10.7 

399 

8.9 

Southland  Corp 

13.9 

456 

15.3 

9.9 

479 

10.5 

Dart  Industries 

13.8 

457 

14.9 

9.8 

495 

10.6 

Hilton  Hotels 

13.8 

458 

15.0 

9.0 

563 

11.5 

NICOR 

13.8 

459 

17.2 

7.4 

694 

8.6 

Cutler-Hammer 

13.8 

460 

15.9 

11.0 

377 

12.7 

Fairchild  Camera 

13.8 

461 

6.6 

10.4 

428 

5.3 

Grvjfrpv 

vIvVJ  ■  I  C  J 

13.8 

462 

14.5 

8.9 

575 

9.3 

Knight-Ridder  News 

13.8 

462 

14.8 

11.9 

328 

13.9 

i  icciwiAfu  ci  net  \t\ " ;>t_  i 

13.7 

464 

16.5 

14.0 

193 

16.7 

Eltra 

13.7 

465 

13.0 

11.4 

355 

10.0 

General  Signal 

13.7 

466 

15.5 

12.8 

275 

16.0 

United  Refining 

13.7 

467 

14.7 

10.0 

471 

10.2 

Wheelabrator-Frye 

13.7 

468 

16.2 

10.6 

405 

12.2 

Dennison  Mfg 

13.7 

469 

16.5 

11.2 

370 

13.1 

Getty  Oil 

13.6 

470 

12.9 

12.3 

307 

11.8 

Bank  of  New  York 

13.6 

471 

11.1 

11.4 

358 

9.7 

Central  Soya 

13.6 

472 

5.3 

10.2 

444 

4.7 

W  R  Grace 

13.6 

472 

11.9 

9.5 

513 

8:0 

Imperial  Corp  of  Am 

13.6 

474 

16.9 

13.2 

242 

16.6 

Gerber  Products 

13.6 

475 

12.6 

12.4 

294 

11.1 

Southwestern  Life 

13.6 

475 

13.7 

13.6 

216 

13.7 

'  The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables.      def  Deficit. 
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Who's  Where  In  Profitability 


Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

AMAX 

13.6% 

477 

8.5% 

8.9% 

580 

D.O70 

Talley  Industries 

13.6 

477 

19.3 

8.5 

607 

11.2 

Tf  ol. !  Ill  Vld  VUl  yj 

13.6 

479 

12.4 

12.2 

312 

11.4 

Psc  Gsmble  Robinson 

13.6 

480 

8.3 

12.4 

300 

7.4 

Texaco 

13.6 

480 

10.7 

10.4 

426 

8.1 

Texas  Utilities 

13.5 

482 

13.4 

7.1 

/  io 

c  7 
D.  / 

National  Distillers 

13.5 

483 

12.5 

9.7 

501 

9.4 

Castle  &  Cooke 

13.5 

484 

12.1 

9.5 

526 

8.5 

Frprfprirk  &  Hprrud 

13.5 

484 

9.0 

10.9 

381 

7.5 

Houston  Industries 

13.5 

486 

14.8 

7.3 

708 

7.3 

Stop  &  Shop 

13.5 

487 

10.2 

7.6 

677 

6.6 

^o'lthf-rn  Union 

13.4 

488 

8.7 

8.2 

623 

5.7 

Stewart -Warner 

13.4 

488 

13.5 

13.3 

236 

13.3 

Gpnpral  Tel  &  flee 

13.4 

490 

16.3 

6.4 

776 

7.3 

Skyline 

13.4 

490 

13.6 

13.4 

228 

13.6 

Motorola 

13.4 

492 

13.9 

1  1  o 

1  l.o 

HZ 

1  Q  O 

lo.il 

Genl  Tire  &  Rubber 

13.4 

493 

15.0 

9.8 

489 

11.0 

Oklahoma  Gas  &  Elec 

13.4 

493 

12.6 

6.7 

752 

6.2 

Intl  Multifoods 

13.3 

495 

13.7 

9.9 

482 

10.2 

First  Chicago  Corp 

13.3 

496 

11.6 

10.7 

395 

8.9 

Ohio  Edison 

TOO 

4yb 

IOC 

£  A 
O.U 

OAT 

oU/ 

£  A 
D.U 

AMF 

13.3 

498 

12.9 

8.9 

569 

8.7 

ARA  Services 

13.3 

499 

12.0 

9.9 

476 

9.3 

Airco 

13.3 

500 

15.1 

8.4 

613 

10.0 

Quaker  Oats 

13  3 

501 

13.7 

9.6 

509 

9.8 

American  Brands 

502 

IOC 

a  c 

y.o 

ouy 

y.o 

PPG  Industries 

13.2 

502 

14.9 

9.8 

493 

10.9 

Hanna  Mining 

13.2 

504 

15.1 

11.9 

331 

13.9 

Household  Finance 

13.2 

505 

13.4 

6.6 

757 

6.6 

Johnson  Controls 

13.2 

505 

19.8 

10.9 

381 

16.0 

National-Standard 

13.2 

505 

13.1 

9.9 

485 

10.0 

Harris  Bankcorp 

13.2 

508 

11.2 

11.0 

380 

9.7 

Humana 

13.2 

509 

16.2 

6.0 

806 

6.7 

Timken 

13.2 

510 

13.0 

12.9 

268 

12.1 

Atlantic  Richfield 

13.1 

511 

15.3 

9.6 

504 

10.3 

S perry  Rand 

u.l 

511 

A  Q 

Q  A 

y.u 

Anheuser-Busch 

13.1 

513 

13.3 

9.7 

500 

8.7 

Tampa  Electric 

13.1 

513 

12.3 

5.9 

819 

5.9 

ConAgra 

13.1 

515 

22.9 

7.4 

689 

14.0 

Rockwell  Intl 

13.1 

516 

13.0 

9.2 

544 

9.3 

No  Indiana  Pub  Svc 

i  q  a 

01/ 

i  o  o 
YtL  I 

c  A 
D.U 

Ol  / 

5.  / 

Perkin-Elmer 

13.0 

518 

13.1 

13.1 

253 

12.8 

Esmark 

13.0 

519 

11.0 

9.4 

532 

7.7 

Zapata 

13.0 

520 

5.8 

6.4 

774 

3.3 

Arizona  Public  Serv 

13.0 

521 

15.4 

6.7 

754 

7.2 

rirsi  unarrer  rim 

1.3. U 

£91 

ice; 

ion 
lo.U 

OC1 

ice 
ID.D 

Jefferson-Pilot 

13.0 

521 

13.3 

13.0 

264 

13.3 

American  Greetings 

13.0 

524 

14.0 

11.1 

375 

11.4 

Howard  Johnson 

13.0 

524 

12.9 

12.4 

298 

12.3 

Bendix 

13.0 

526 

15.4 

10.4 

430 

11.9 

Martin  Marietta 

13.0 

526 

15.0 

8.7 

592 

10.5 

Columbus  &  So  Ohio 

12.9 

528 

14.3 

6.6 

764 

6.6 

Peabody  Intl 

12.9 

528 

13.7 

10.5 

415 

11.0 

J  C  Penney 

12.9 

530 

12.7 

11.1 

373 

10.9 

Amer  Hospital  Supply 

12.9 

531 

14.1 

11.9 

330 

12.7 

Allied  Chemical 

12.9 

532 

12.3 

8.9 

570 

8.0 

Avery  International 

12.9 

532 

12.8 

10.4 

433 

9.6 

Hyster 

12.9 

532 

19.6 

10.6 

409 

16.0 

Beneficial  Corp 

12.9 

535 

10.6 

5.8 

836 

5.5 

Colonial  Stores 

12.9 

536 

10.7 

10.3 

439 

8.8 

R  R  Donnelley  &  Sons 

12.9 

536 

14.3 

11.6 

346 

12.9 

FMC 

12.9 

536 

15.2 

9.4 

530 

10.5 

Marsh  Supermarkets 

12.9 

536 

13.1 

9.6 

507 

9.0 

ACF  Industries 

12.8 

540 

12.1 

7.2 

710 

6.9 

Libbey-Owens-Ford 

12.8 

540 

12.7 

11.8 

340 

12.2 

E  1  Du  Pent 

12.8 

542 

13.4 

10.7 

397 

9.8 

Return  On  Equity      Return  On  Capital 


Company 

5-Year* 

Latest 

5-Year* 

Latest 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Aetna  Life  &  Cas 

12.8% 

543 

20.0% 

11.8% 

338 

17.8% 

MiHIanH-Rncc 

1  9  7 

544 

1  ^  ^ 
10.0 

R94 

in  1 

IU.  1 

19  7 

90  7 

m  9 

1VJ.C 

4RR 

Waltnr  Kirlrip 

12  7 

546 

1  9  ^ 

8  8 

586 

Q  1 

Davtnn-l-li  iH<^nn 
uaj  iui  1  n  uu  jui  i 

12.7 

547 

16.5 

8.7 

596 

11  8 

H  J  Heinz 

12.7 

548 

14.4 

10.1 

461 

11.1 

North  Amor  Phifinc 
Hill  III  Mil lc  1  r  fllUJJo 

12.7 

14.  J 

S^4 

Q  Q 

19  7 

1  R  1 

fi  4 

77ft 
/  /  0 

7  1 

liCnlllUlll  lYIIIIM  IJrJ 

12.7 

550 

3.6 

9.0 

559 

3.3 

1  nno  IdanH  1  icrfitino 

kvl  Ijg  19101  IU  IbIK|  mi  Ijtj 

12.7 

552 

14.2 

6.3 

782 

6.6 

Merrill  Lynch  &  Co 

12.6 

553 

9.8 

12.4 

297 

9.9 

Pi  1  tl  man 
1  uiniidf  1 

12  6 

553 

9.7 

10.1 

460 

ft  ^ 

0.0 

Wells  Faroo 

12.6 

553 

13.8 

9.4 

528 

10.9 

12.6 

556 

9.9 

9.0 

559 

7.5 

Cinrinnati  £  &  F 

12.6 

557 

17.6 

6.4 

777 

7.4 

Gardner-Denver 

12.6 

557 

10.2 

11.7 

342 

7.9 

JJ3 

1  ^  4 

Q  9 

11  q 

fvCVtniP  A  Hnrmpl 
ucuigr  n  numici 

12  6 

560 

16.1 

12  0 

322 

14  1 

L ihprtv  Natl  Lifp 

liuci  l y  nail  Lite 

12.6 

560 

12  6 

12.6 

288 

12  5 

Wa  Qtatp^  PnwPr 
i»u  0 Uj it.  j  ruwci 

12.6 

560 

13.4 

5.8 

833 

6.4 

Nortrust  Corp 

12.6 

563 

11.4 

11.1 

372 

9.8 

0  jut  Ul  1 

1  9  fi 

JOJ 

1?  1 
10. 1 

in  1 

in  7 

Pa  Pnwpr  &  1  iaht 
ra  ruwci  at  i_ig.ni 

12  6 

565 

14  4 

6  4 

778 

6.7 

Miles  Laboratories 

12.6 

566 

10.5 

8.1 

629 

7.0 

12.5 

567 

39  4 

2.3 

956 

15.0 

Allied  Stores 

12.5 

568 

12.8 

7.9 

651 

8.8 

Kpllwnnri 

12.5 

568 

18.9 

9.5 

524 

12.8 

PPT 

1 9  ^ 

1  R  7 

1 1  ft 
11.0 

333 

1  ^?  9 
10  1 

ParKnrt  inrii  trn 

WoIUUIUMUUIII 

12  5 

571 

13.3 

10.5 

423 

10.5 

Pnntinpnt;*!  TpI 

1*1)1 1  LH  ICI 1  Lrtl    1  CI 

12  5 

571 

13  1 

5.7 

845 

5  9 

Foxboro 

12.5 

573 

16.9 

11.4 

360 

14.9 

raaituiiai  iiiuusi.  ICS 

1 9  s 

573 

10.3 

8.7 

597 

7.5 

^apiital  Hnlrlino  C" nrn 
pi U3 1  nuiUMIg  \AJt  U 

19  R 

^7^ 

19  7 

12  3 

304 

12.5 

Nashua 

12.5 

575 

14.7 

9.5 

523 

10.2 

^tanlav  Wnrkc 
OUJlHfcy  ffviKs 

1 9  s 

j/  / 

10.0 

in  n 

471 

in  Q 

Inter  lake 

12.5 

578 

7.6 

10.3 

435 

7.0 

Cparc  PrtpHiirk 

•3Kal9>  IxUCUULR 

12.4 

579 

15.1 

10.6 

410 

12.2 

American  Elec  Power 

12.4 

580 

12.2 

6.1 

805 

6.1 

Hpmilpc 

12.4 

581 

9.4 

10.2 

443 

7.3 

lllinnic  Pnivpr 
1111111113  ruwci 

12.4 

581 

12.2 

6.0 

812 

6.0 

Ball  Corp 

12.4 

583 

12.5 

10.1 

457 

9.0 

Mil  ICI  UC  II  1 1 1 3 Ul  a  \  IUC 

12.4 

584 

17.3 

10.2 

454 

13.1 

Philadelphia  Natl 

12.4 

584 

11.2 

10.3 

439 

8.9 

n  r  mi  ut  Munwii 

12.3 

586 

17.2 

12.3 

302 

17.2 

Rruncufirk 
di  ui  low  ii,n 

12.3 

587 

10.9 

9.5 

514 

8.6 

Atlanta  Gas  Light 

12.3 

588 

13.7 

6.3 

784 

7.0 

Oimitpcnp  i  ioht 

UUkj  UC9l  It  Ll^l  1 1 

12.3 

589 

11.0 

5.8 

837 

5.3 

D  u  Marv 
n  n  mdij 

1  9  1 

590 

15.3 

7.9 

650 

10.0 

ppnnwalt 

12.3 

590 

13.8 

9.1 

554 

9.6 

Parfor  Msu/lnu  Mala 

rid w icy  naic 

12  3 

592 

11.3 

8.6 

599 

8.0 

Natl  Detroit  Corp 

12.3 

592 

11.9 

10.4 

430 

10.4 

rivudiaiiia  •^upciiiinu 

12.2 

594 

14.6 

9.4 

527 

12.8 

national  Con 

1  9-P 

^QA 
jy^ 

1 9  ft 

8  4 

610 

8.0 

KanP-Millpr 

19  9 

596 

4.3 

8.7 

592 

4.0 

ruru  iViuiui 

19  9 

RQ7 

90  4 

10  2 

447 

16.4 

Coming  Glass  Works 

12.2 

598 

15.0 

10.5 

417 

12.6 

Garfinckel  Brooks  Bros 

12.2 

599 

12.6 

9.3 

539 

9.4 

Allegheny  Power 

12.2 

600 

11.9 

6.3 

788 

6.0 

Columbia  Gas  System 

12.1 

601 

12.5 

6.5 

770 

6.5 

Middle  South  Utils 

12.1 

602 

12.3 

5.4 

870 

5.3 

Signal  Companies 

12.1 

603 

11.6 

8.9 

580 

8.7 

Crum  &  Forster 

12.1 

604 

19.8 

11.3 

365 

18.5 

McDonnell  Douglas 

12.1 

604 

11.9 

10.2 

447 

11.4 

Pacific  Pwr  &  Lt 

12.1 

604 

10.5 

6.2 

795 

5.4 

Sav-On-Drugs 

12.1 

604 

13.4 

11.8 

338 

12.1 

Servomation 

12.0 

608 

13.5 

9.4 

530 

10.3 

184 


•  The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables. 
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comments 


"My  warmest  congratulations  on  the 
successful  Arabic  version  of  Forbes." 
Hisham  M.  Nazer,  Minister  of  Planning, 
Kingdom  of  Saudi  Arabia 


"Fascinating  issue  ...  an  important  thing  to  do." 
Edmund  T.  Pratt,  Jr.,  Chairman,  Pfizer,  Inc. 

"You  do  an  outstanding  job  on  the  Arabic  issues 
and  we  are  pleased  that  we  are  part  of  them." 
Gerald  H.  Trautman,  Chairman,  The  Greyhound 
Corporation 

"Forbes  is  as  good  in  Arabic  as  it  is  in  English 

which,  of  course,  surprises  no  one." 

AH  Bengelloun,  The  Ambassador  of  Morocco 

"An  outstanding  effort." 

Albert  V.  Casey,  Chairman  &  President, 

American  Airlines,  Inc. 


"The  efforts  of  your  editorial  staff  are 
doing  much  to  promote  understanding 
and  trade  with  the  Arab  World.  We 
applaud  your  efforts." 
P.  H.  Henson,  Chairman, 
United  Telecommunications.  Inc. 


H 


..and  facts 


rhe  4th  Annual  FORBES  Arabic  Issue  will 
)e  published  September,  1978. 

jt  will  be  distributed  to  a  carefully-researched  list 
)f  over  20,000  businessmen,  financiers,  journalists, 
jovernment  and  educational  leaders  throughout 
he  Middle  East. 


SPACE  AVAILABILITIES  AND  RATES: 

Four-color  page  $3,190 

Two-color  page  $2,585 

Black  &  White  page  $2,200 

Two-thirds  page  or  less  $1,650 

CLOSING  DATES: 

All  full  page  advertisements  May  15,  1978 

Ail  fractional  units  May  1,  1978 


is  the  focus  of  international  power  and  wealth 
shift  more  and  more  to  the  energy-affluent  nations 
(of  the  Middle  East,  the  importance  of  communi- 
cating with  this  critical  market  escapes  no  business 
Executive  with  bottom-line  responsibilities  for  his 
corporation. 

Plan  now  to  advertise  in  the  4th  Annual  Arabic 
ilssue  of  FORBES.  This  is  probably  the  most  impor- 
tant single  opportunity  of  the  year  to  present  your 
company's  message  to  the  center  of  influence  in 
today's  Arab-speaking  world.  Don't  fail  to  be 
represented. 


J. 

Forbes 

FOR 

B 

ES 

4th  Annual 
Arabic  Issue 

to  be  published 
September,  1978 

For  more  information,  contact  your  FORBES 
representative,  or  write  to  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  10011. 


FORBES:  CAPITALIST  TOOL 


Who's  Where  In  Profitability 


Return  On  Equity     Return  On  Capital 


Company 


5-Year* 
Average  Rank 


Latest 
12  Mos 


5-Year* 
Average  Rank 


Latest 
12  Mos 


Certain-teed 
Maryland  Cup 
Brock  way  Glass 
Boise  Cascade 
Gulf  States  Utils 


12.0%  609 
12.0  609 
12.0  611 
12.0  612 
12.0  612 


20.1% 

13.9 

12.3 

12.2 

11.8 


9.2%  546 

8.3  619 

9.7  497 

7.8  658 
5.5  859 


IU  International 
Lane  Bryant 
American  Can 
Greyhound 
Masonite 


12.0  612 

12.0  612 

12.0  616 

12.0  616 

12.0  618 


8.0 
119 
12.8 
11.2 
13.4 


7.5 
10.2 
8.4 

8.6 


682 
446 
612 
605 


10.9  387 


Central  III  Pub  Svc 
CIT  Financial 

Consol  Natural  Gas 
Florida  Power 
May  Oept  Stores 


12.0 
12.0 
11.9 
11.9 
11.9 


619 
619 
621 
622 
622 


13.5 
10.0 
17.6 
14.1 
13.0 


5.7 
6.1 

7.3 
5.1 
8.0 


845 
799 
708 
887 
633 


H  H  Robertson 
Wisconsin  Pub  Svc 
Envirotech 
Pamida 
New  England  G  &  E 


11.9 
11.9 
11.9 
11.9 
11.9 


622 
622 
626 
626 
628 


8.5 
11.0 
14.1 

6.7 
13.7 


10.2 
6.3 
10.8 
10.6 

5.9 


449 
784 

392 
413 
820 


Anchor  Hocking 
Carson  Pirie  Scott 
Sunbeam 
Republic  Natl  Life 
Inmont 


11.9 
11.9 
11.8 
11.8 
11.8 


629 
630 
631 
632 
633 


12.2 
13.0 
12.7 
13.0 
15.5 


9.9 
7.6 
9.5 
11.8 
9.0 


474 
673 
519 
336 
564 


NCR 

Consolidated  Foods 
Gt  Western  Financial 
N  L  Industries 
Borden 


11.8 
11.7 
11.7 
11.7 
11.7 


633 
635 
636 
636 
638 


13.8 
14.4 
16.1 
9.5 
13.2 


8.3 
9.5 
11.3 


618 
514 
364 


8.6  603 
9.0  559 


Outboard  Marine 
So  Carolina  E  &  G 
Florida  Power  &  Lt 
Maremont 

Charter  New  York 


11.7 
11.7 
11.7 
11.7 
11.6 


639 
639 
641 
642 
643 


10.3 
14.2 
11.3 
115 
10.6 


9.8  487 
5.7  845 
6.1  802 
8.0  635 

8.9  570 


Hiram  Walker 
Western  Bancorp 
Fruehauf 
Laclede  Gas 
CleveTrust  Corp 


11.6 
11.6 
11.6 
11.5 
11.5 


643 
645 
646 
647 
648 


10.5 
12.5 
15.1 
11.8 
11.3 


10.8  394 
9.5  520 


8.4 
6.5 
11.5 


615 
768 
350 


Marriott 
Babcock  &  Wilcox 
Utah  Power  &  Light 
A-T-0 

Chemical  New  York 


11.5 
11.5 
11.5 
11.4 
11.4 


648 
650 
651 
652 
653 


11.6 
12.9 
10.4 
10.0 
11.2 


6.4 
9.1 
6.3 
7.6 
9.3 


780 
553 
782 
673 
537 


Jewel  Companies 
Owens-Illinois 
Federal-Mogul 

Anderson-Clayton 
Morrison-Knudsen 


11.4 
11.4 
11.4 
11.4 
11.4 


654 
654 
656 
657 
657 


10.9 
10.0 
18.5 
11.8 
12.9 


7.6 
7.7 
9.0 


676 
667 
559 


9.8  495 
9.2  547 


So  Calif  Edison 
Tiger  International 
Fidelcor 
GATX 
Reeves  Brothers 


11.3 
11.3 
11.3 
11.3 
11.3 


662 
665 
666 
666 
666 


12.4 
10.1 
8.3 

6.7 
12.7 


6.3 
5.4 
8.7 
6.1 
9.2 


788 
868 
589 
800 

550 


13.9% 
9.4 
9.2 
9.1 
5.4 


5.5 
10.2 
8.8 
8.3 
11.8 


5.8 
5.5 
9.6 
5.7 
8.6 


7.6 
6.2 
13  1 
6.0 
6.5 


9.1 
8.2 
10.0 
13.0 
11.2 


9.8 
11.3 
15.6 

8.7 
10.0 


8.2 
6.1 
5.7 
7.2 
9.0 


10.3 
9.1 
6.5 

11.4 


6.8 
11.3 

5.6 
6.6 
8.5 


7.5 
7.1 
13.8 
10.8 
9.7 


Security  Pacific  11.4  657  13.3  10.8  393  11.7 

Inland  Steel  11.4  660  8.7  8.4  616  6.7 

Supermarkets  General  11.4  661  16.6  6.9  729  9.9 

Ex-Cell-0  11.3  662  13.5  97  503  11.8 

OlinCorp  11.3  662  13.1  9.5  522  10.5 


6.6 
4.9 
6.6 
4.0 
10.6 


Intl  Tel  &  Tel  11.3  669  11.8  8.4  616  9.0 

Budd  11.2  670  18.1  7.6  669  11.6 

Cities  Service  11.2  670  12.0  8.9  575  9.0 

MBPXL  11.2  672  6.9  8.7  589  5.5 

Wisconsin  Elec  Power  11.2  673  11.4  6.3  781  6.4 

General  Cable  11.2  574  11.2  8.3  621  7.3 


Return  On  Equity     Return  On  Capital 


Company 


5-Year* 
Average  Rank 


Latest 
12  Mos 


5- Year* 
Average  Rank 


Latest 
12  Mos 


NCNB 
Collins  &  Aikman 
NLT 
Superior  Oil 
Transamerica 


11.2%  675 
11.1  676 
11.1  677 
11.1  678 
11.1  679 


10.6% 

12.7 

11.3 

10.8 

17.1 


8  2%  625 
9.1  551 
11.0  378 
10.4  430 
7.8  657 


Zenith  Radio 
Harris  Corp 
Clark  Oil  &  Refining 
Walt  Disney 
McGraw-Edison 


11.0  690 

11.0  691 

11.0  692 

10.9  693 

10.9  693 


4.9 
20.2 

9.6 
11.8 
14.1 


10.5  419 
8.8  585 


7.7 
9.5 


668 
516 


9.9  476 


Amfac 
Gray  Drug  Stores 
NY  State  Elec  &  Gas 
Pacific  Gas  &  Elec 
Public  Service  Colo 


10.9  695 

10.9  696 

10.9  696 

10.9  696 

10.9  696 


24 
13.3 
10.5 
11.5 
10.2 


7.4 
8.8 
6.0 
6.0 
5.6 


811 
812 
858 


Armco  Steel 
Crocker  Natl  Corp 
First  Penna  Corp 
Union  Electric 
Mellon  National  Corp 


10.9  700 

10.9  701 

10.9  702 

10.8  703 

10.8  704 


6.6 
12.2 

8.9 
10.6 
10.4 


7.5 
8.0 
79 
5.9 
10.0 


685 
639 
655 
828 
465 


American  Stores 
Gifford-Hill 
Southern  Railway 
Commonwealth  Edison 
New  England  Electric 


10.8  705 

10.8  706 

10.8  706 

10.8  708 

10.8  708 


9.3 
10.3 
12.4 
10.6 
11.4 


8.9 
8.1 
6.2 
5.7 
5.6 


574 
630 
794 
844 
852 


Rochester  Gas  &  Elec 
Cornwall  Equities 
Beckman  Instruments 
Gamble-Skogmo 
Celanese 


10.8  708 

10.8  711 

10.8  712 

10.7  713 

10.7  714 


11.7 
11.8 
14.2 
5.5 
8.5 


6.2 
7.6 
8.7 
7.1 
6.7 


795 
671 


Interpace 
Chubb 
BancOhio  Corp 
Consolidated  Edison 
Browning-Ferris  Inds 


10.7  714 

10.7  716 

10.5  717 

10.6  718 
10.6  719 


12.7 
17.0 
10.3 
12.7 
13.3 


7.9 
9.9 
10.0 
5.7 
7.7 


468 
841 
660 


Norfolk  &  Western  Ry 
Chase  Manhattan  Corp 
Brooklyn  Union  Gas 
Delmarva  Power  &  Lt 
Zale 


10.6  720 

10.6  721 

10.6  722 

10.6  722 

10.6  724 


11.4 
7.5 
12.7 
10.0 
9.2 


5.9 
8.4 
6.3 
5.8 
10.0 


823 
613 
793 
831 
470 


Travelers 
Pabst  Brewing 
Manes 

Pub  Svc  Elec  &  Gas 
Fieldcrest  Mills 


10.6  725 

10.5  726 

10.5-  727 

10.5  728 

10.5  729 


13.7 
9.8 
16.2 
12.5 
16.2 


9.9 
9.5 
8.7 
56 
7.5 


Scot  Lad  Foods 
General  Public  Utils 
Kroger 

Potomac  Elec  Power 
Niagara  Mohawk  Power 


10.5  730 

10.4  731 

10.4  731 

10.4  731 

10.4  734 


1.9 
12.2 
12.7 
12.1 
11.4 


7.7 
5.4 
8.0 
6.5 
5.6 


662 
867 
639 
766 
857 


Va  Electric  &  Power 
Scott  Paper 
West  Point-Pepperell 
Bemis 

San  Diego  Gas  &  Elec 
Brown  Group 


10.4  734 

10.4  736 

10.4  737 

10.4  738 

10.4  738 

10.3  740 


10.7 
8.6 
10.6 
10.2 
12.4 
10.9 


5.4 
7.9 
9.2 
7.8 
6.2 
8.7 


872 
643 
543 
658 
798 
589 


'  The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 


7.6% 
10.6 
110 
10.7 
112 


Hammermill  Paper  11.1  680  7.7  7.3  701  5.4 

Pitney-Bowes  11.1  680  20.5  7.9  651  13.8 

Dayton  Power  &  Light  11  1  682  11.0  6.1  802  5.8 

Gulf  United  11.1  682  11.7  10.0  464  9.4 

Southern  Company  11.1  682  12.3  5.0  894  5.2 

American  Tel  &  Tel  11.0  685  12.4  6.6  765  6.9 

Carolina  Pwr  &  Lt  11.0  686  10.7  5.5  862  5.6 

Northeast  Utilities  11.0  687  10  8  5.7  843  5.6 

Baltimore  Gas  &  Elec  11.0  688  10.2  6.0  815  5.8 

Sun  Chemical  11.0  689  22.3  7.5  681  14.7 


4.8 

15.7 
6.8 
10.4 
12.7 


694  2.6 
583  10.9 


5.8 
6.4 
5.4 


5.0 
8.6 
6.3 
5.8 
9  1 


7.3 
8.1 
6.8 
5.7 
5.8 


6.2 
9.2 


592  11.9 
716  4.6 
749  5.5 


645  8.6 
479  15.1 


9.5 

6.7 
8.3 


6.4 

6.2 
7.5 
5.4 
8.0 


475  12.8 

516  9.0 

595  13.7 

854  6.4 

679  11.1 


3.0 
6.1 
8.8 

7.0 
6.2 


5.4 
6.5 
9.4 

7.7 
6.5 
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Who's  Where  In  Profitability 


Return  On  Equity      Return  On  Capital 


Company 

5-Year* 

Latest 

5-Year* 

Latest 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Cullum  Companies 

10.3% 

741 

15.7% 

7.3% 

701 

9.6% 

Kaiser  Aium  &  Chem 

10.3 

742 

9.8 

6.3 

790 

6.1 

Ryder  System 

10.3 

743 

22.8 

6.1 

802 

9.9 

SCM 

10.3 

743 

10.9 

7.4 

691 

8.1 

Walgreen 

10.3 

745 

11.9 

7.5 

680 

8.6 

First  Natl  Boston 

10.3 

746 

8.3 

7.9 

645 

6.2 

Bankers  Trust  NY 

10.2 

747 

7.8 

8.5 

608 

6.9 

Lone  Star  Industries 

10.2 

748 

10.4 

7.3 

699 

8.0 

Associated  Dry  Goods 

10.2 

749 

9.2 

8.2 

625 

7.7 

Armstrong  Cork 

10.2 

750 

8.9 

8.4 

610 

7.3 

Duke  Power 

71^1 
/  Ol 

1  O  1 

IZ.  1 

0.0 

QQ  1 

ool 

o.y 

LTV 

10.1 

751 

def 

5.2 

883 

0.2 

United  States  Steet 

10.1 

751 

4.0 

7.9 

647 

3.5 

Allegheny  Ludlum  Inds 

10.1 

754 

5.7 

7.0 

727 

4.7 

Holiday  Inns 

10.1 

754 

11.3 

6.9 

730 

8.2 

A  B  Dick 

10.1 

7CC 

/DO 

8.6 

8.2 

627 

7.0 

National  Fuel  Gas 

10.1 

756 

9.9 

6.6 

759 

6.8 

Consumers  Power 

10.1 

758 

13.7 

5.0 

890 

6.1 

Northwest  Airlines 

10.1 

758 

12.1 

6.9 

733 

8.9 

Pet 

10.1 

760 

10.4 

7.6 

677 

7.9 

Allen  Group 

10.0 

761 

13.6 

7.5 

686 

9.2 

Borg-Wamer 

10.0 

761 

12.0 

8.9 

570 

11.1 

Southeast  Banking 

10.0 

763 

6.7 

7.7 

661 

5.7 

Allied  Van  Lines 

10.0 

764 

14.5 

7.7 

662 

10.3 

Reynolds  Metals 

10.0 

765 

9.4 

5.5 

860 

5.5 

Munroro 

y.y 

/bo 

O  A 

ZA 

/.I 

7on 
1  Aj 

Girard 

9.9 

767 

11.3 

1.1 

665 

8.7 

Investors  Oiv  Svcs 

9.9 

768 

15.5 

6.8 

742 

10.5 

Norton 

9.9 

768 

9.7 

9.2 

548 

10.9 

Lukens  Steel 

9.9 

770 

8.8 

8.3 

620 

7.4 

Lincoln  Natl  Corp 

y.y 

~i~i  i 
ill 

ion 

y.o 

oUo 

1  1  Q 

1 1.8 

H  K  Porter 

9.9 

771 

11.1 

8.5 

609 

7.9 

Seaboard  Allied  Milling 

9.8 

773 

11.9 

7.6 

669 

8.3 

Cyprus  Mines 

9.8 

774 

3.0 

10.7 

402 

1.8 

El  Paso  Company 

9.8 

775 

4.8 

4.9 

897 

3.3 

rniia  electric 

y.o 

77C 

1  ib 

1U.  / 

D.O 

Q7Q 
8/8 

£  A 

DA 

Honeywell 

9.7 

111 

11.4 

6.9 

730 

8.6 

Amer  Medical  Intl 

9.7 

778 

13.9 

5.7 

840 

6.8 

Continental  Corp 

9.7 

779 

14.5 

9.0 

564 

13.4 

Burlington  Inds 

9.7 

780 

9.3 

7.5 

683 

7.4 

Johns-Man  vi  He 

Q  7 

y.  / 

/8U 

J.  1.4 

7  Q 

/.y 

D  A 
OA 

DeSoto 

9.7 

782 

18.1 

7.9 

649 

12.8 

Goodyear 

9.7 

782 

11.5 

7.4 

692 

8.5 

Strawbridge  &  Clothier 

9.7 

782 

9.5 

7.9 

651 

8.1 

F  W  Woolworth 

9.7 

782 

8.0 

7.4 

697 

6.2 

bo  New  England  Tel 

9.7 

786 

10.0 

5.8 

8JU 

o.y 

Ampex 

9.6 

787 

14.8 

5.3 

875 

8.5 

Coca-Cola  Bottling  NY 

9.6 

787 

10.4 

8.9 

575 

7.2 

Chpmpfron 

9.6 

789 

4.2 

7.3 

701 

3.9 

Areata  National 

9.5 

790 

13.2 

7.2 

710 

9.5 

Paine  Webber 

9.5 

791 

14.6 

8.6 

601 

10.9 

Boeing 

9.4 

792 

15.0 

8.0 

641 

12.9 

INA 

9.4 

793 

13.0 

9.6 

512 

13.3 

Standard  Oil  Ohio 

9.4 

793 

9.7 

5.7 

845 

3.1 

American  Natl  Fin! 

9.4 

795 

10.4 

9.3 

536 

10.3 

Kay 

9.3 

796 

21.1 

9.7 

497 

17.0 

United  States  Filter 

9.3 

797 

10.4 

8.0 

638 

8.6 

Firestone 

9.3 

798 

6.4 

7.3 

701 

5.3 

Polaroid 

9.3 

799 

11.5 

9.3 

537 

11.4 

P  R  Mallory 

9.3 

800 

12.9 

8.9 

575 

10.8 

Intl  Harvester 

9.2 

801 

11.1 

7.4 

694 

8.2 

Trane 

9.2 

801 

10.9 

7.9 

643 

9.0 

Perini 

9.2 

803 

4.8 

7.4 

690 

4.6 

Thrifty  Corp 

9.2 

804 

10.3 

7.3 

700 

7.9 

Sperry  &  Hutchinson 

9.2 

805 

10.8 

8.6 

602 

10.1 

Pacific  Lighting 

9.2 

806 

11.2 

5.6 

850 

6.2 

Return  On  Equity      Return  On  Capital 


Company 

5-Year* 

Latest 

5-Year* 

Latest 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Union  Pacific 

9.1% 

807 

11.0% 

6.6% 

757 

7.5% 

Alcoa 

9  1 

OVJO 

1 1  ^ 

D.O 

7Q0 

/y^ 

7  7 

Washington  Natl  Corp 

9.1 

809 

9.7 

o.u 

Djj 

Cabot 

9.1 

810 

1  c;  •a 

X  J.J 

7  1 

71Q 

/  iy 

1  1  A 
1 1 A 

Seagram 

9.1 

811 

9.0 

7.4 

697 

7  1 
/ .  l 

Nationwide  Corp 

9.0 

812 

9.4 

8.9 

575 

9.2 

Congoleum 

9.0 

813 

15  7 

7  R 

Doo 

1  ^  7 

Marshall  Field 

8.9 

814 

8.1 

7  7 

ODD 

D.D 

Carrier 

8.9 

815 

14.6 

7.0 

727 

10  4 

National  Gypsum 

8.9 

816 

10.2 

7  2 

712 

7  H 

Gas  Service 

8.y 

O  1  7 

81/ 

8.9 

6.0 

814 

5.6 

National  Airlines 

8.9 

817 

'2.3 

4.5 

910 

2  0 

Fairmont  Foods 

8.8 

819 

5.9 

6.9 

737 

5.3 

Washington  Gas  Light 

8.8 

820 

12.4 

5.5 

862 

6  9 

ASARCO 

8.7 

821 

2.7 

8.0 

635 

3.0 

Alterman  roods 

8.7 

822 

9.6 

7.0 

725 

7.7 

Automation  Inds 

8.6 

823 

15.9 

7.3 

705 

13.3 

Union  Bancorp 

8.6 

824 

9.1 

7.3 

705 

7.8 

Allis-Chalmers 

8.6 

825 

13.7 

6.8 

744 

10.0 

Detroit  Edison 

8.6 

826 

10.8 

4.8 

902 

5.3 

Alcan  Aluminium 

8.5 

827 

12.8 

5.8 

829 

7.8 

Ceco 

8.5 

827 

1.1 

6.7 

746 

1.7 

National  Steel 

8.5 

827 

4.6 

6.5 

767 

3.7 

United  States  Gypsum 

8.5 

830 

9.9 

7.2 

713 

7.7 

Morton-Norwich 

8.5 

831 

14.6 

6.8 

741 

10.7 

^  ^  it  i  

G  C  Murphy 

8.5 

831 

8.9 

6.6 

756 

6.5 

Del  E  Webb 

8.5 

831 

11.9 

6.2 

797 

8.3 

Dillingham 

8.4 

834 

3.5 

5.4 

874 

3.1 

Avondale  Mills 

8.4 

835 

7.8 

8.2 

628 

7.7 

Westinghouse  Elec 

8.4 

835 

11.8 

6.8 

740 

9.7 

Chic  Pneumatic  Tool 

8.4 

837 

3.7 

8.8 

584 

4  '0 

Hyatt  Corp 

8.4 

837 

21.5 

5.3 

879 

9.7 

J  p  Stevens 

8.4 

837 

7.8 

6.7 

749 

6.2 

Green  Giant 

8.4 

840 

6.0 

6.3 

786 

5.2 

Marathon  Mfg 

8.3 

841 

14.5 

5.5 

865 

10.2 

Hoover  Co 

8.3 

842 

9.2 

7.4 

687 

8.8 

Stokeiy-Van  Camp 

8.3 

842 

6.6 

6.9 

733 

5.5 

Santa  Fe  Industries 

8.2 

844 

9.6 

5.9 

820 

6.6 

Culbro 

8.2 

845 

11.4 

6.8 

738 

7.6 

Boston  Edison 

8.1 

846 

7.1 

4.8 

901 

4.8 

Chessie  System 

8.1 

847 

6.6 

5.1 

885 

4.5 

Warner  &  Swasey 

8.0 

848 

8.0 

6.6 

760 

6.7 

City  Investing 

8.0 

849 

11.3 

5.8 

832 

6.8 

Curtiss-  Wright 

8.0 

850 

10.1 

8.2 

623 

10.2 

Cincinnati  Milacron 

7.9 

851 

11.5 

6.4 

773 

8.3 

IC  Industries 

7.9 

odZ 

n  o 

y.8 

D.<L 

QQ  A 

o.y 

Levitz  Furniture 

7.9 

852 

14.2 

6.8 

738 

11.9 

Phelps  Dodge 

7.8 

854 

0.8 

6.9 

736 

1.9 

Seaboard  Coast  Line 

7.8 

855 

8.2 

5.5 

862 

5.7 

First  Wisconsin  Corp 

7.8 

856 

8.4 

6.3 

787 

6.8 

Hart  Schaff  &  Marx 

7.7 

857 

8.3 

6.7 

745 

7.3 

^uuinwcbi  ruiC3i  iiiuj 

7.7 

858 

10.2 

5.6 

850 

6.1 

7.7 

859 

11.9 

6.0 

807 

8.3 

7.7 

860 

16.3 

5.5 

861 

8.4 

^Hpruf  in-Well  iamc 

7.7 

860 

def 

6.5 

111 

1.7 

Armstrong  Rubber 

7.6 

862 

14.5 

5.8 

833 

9.1 

American  Medicorp 

7.5 

863 

10.6 

5.1 

885 

6.8 

General  Instrument 

7.5 

863 

11.1 

5.9 

825 

8.2 

Republic  Steel 

7.5 

865 

2.7 

6.0 

807 

2.5 

Liggett  Group 

7.5 

866 

0.6 

6.5 

768 

1.6 

Magic  Chef 

7.5 

866 

16.5 

6.7 

753 

14.4 

Amer  Re-Insurance 

7.4 

868 

17.7 

7.4 

687 

17.7 

U  S  Home 

7.4 

869 

13.0 

4.1 

920 

6.8 

Simmons 

7.4 

870 

4.6 

6.6 

760 

4.3 

Koehring 

7.3 

871 

9.2 

'  5.8 

833 

7.1 

J  Weingarten 

7.2 

872 

def 

6.1 

800 

0.9 

*  The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables.      def  Deficit. 
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Goldman  Sachs  asks  Ohio  Edison 
about  holding  the  line  on  fuel  costs 


The  following  is  from  conversations 
between  Goldman  Sachs  and  Ohio  Edison 
in  New  York  City. 


Liu:  What  is  the  company  doing  to  hold  the  line  on 
fuel  costs? 

White:  At  the  present  time  fuel  expenses  are 
about  45  per  cent  of  our  total  operating  expenses.  In 
the  strictest  sense,  the  cost  of  fuel  is  pretty  well  out 
of  our  control.  We  buy  our  coal  on  the  open  market 
and  have  to  pay  the  market  price,  or  very  close  to  it. 
Otherwise,  we  don't  get  the  coal.  We  do  watch  our  use 
of  the  coal  very  carefully,  so  we  use  it  as  economically 
as  we  can. 

Liu:  How  can  you  control  its  use? 

White:  This  past  year  we  put  a  computerized  coal 
buying  system  into  operation,  which  already  has 
saved  us  money.  We  buy  about  65-70  per  cent  of  our 
coal  under  long  term  contracts.  The  rest  we  buy  from 
about  150  different  suppliers.  With  that  many  sup- 
pliers, there  are  a  great  many  variables  such  as  the 
supplier's  distance  from  our  plants,  variations  in 
quality,  sulfur  content  and  so  on,  and  even  the  method 
of  transportation.  It  was  a  problem  for  the  computer. 


J.R.  White  is  President  of  Ohio 
Edison. 


Ernest  S.  Liu  is  a  Vice  President  of 
Investment  Research  at  Goldman 
Sachs. 

V.A.  Owoc  is  Vice  President, 
Chief  Financial  Officer  of  Ohio 
Edison. 


Coal  is  the  source  of  heat  for  more 
than  96 %  of  the  electricity  gener- 
ated in  Ohio  Edison's  power  plants. 


e  $1.3  billion  Bruce  Mansfield  plant,  located  on  the  Ohio  River, 
ere  coal  can  be  barged  from  the  mines  of  Ohio,  Pa.  and  W.  Va. 


u:  Have  your  savings  been  worthwhile? 

hite:  We  find  we're  saving  anywhere  from  one  to 
ro  per  cent  a  month  on  our  coal  purchases.  When 
>u  buy  $160  million  worth  of  coal  annually,  even  a 
uple  of  percentage  points  can  be  a  significant  amount 
money.  Of  course,  if  we're  just  looking  at  fuel 
>sts,  they  will  be  reduced  noticeably  as  we  move  into 
lclear  power. 

woe:  There's  no  magic  of  how  we're  going  to 
•ogress.  We  have  to  keep  pounding  at  the  things 
at  will  provide  us  the  capacity  and  the  rates  and 
better  balance  sheet  than  we  now  have.  And,  as  you 
Hows  keep  writing  about,  the  quality  of  earnings. 

We're  saving  one  to  two  per  cent 
a  month  on  our  coal  purchases 
.  -  a  significant  amount  of  money." 


Ohio  Edison 


New  computerized  coal  buying  will  save  an 
estimated  $1  million  a  vear. 


Who's  Where  In  Profitability 


Return  On  Equity     Return  On  Capital 


5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Mos 

Average 

Rank 

12  Mos 

Tf  (III iirf.iafjU  ii luuoii  (CO 

7.2°/ 

>  872 

4.3% 

7.1% 

714 

4.1% 

Olympia  Brewing 

7.2 

874 

8.9 

6.7 

746 

7.7 

UOP 

7.2 

875 

11.4 

5.1 

888 

8.9 

Citizens  &  Southern 

7.1 

876 

4.0 

6.9 

735 

4.1 

Scovili  Mfg 

7.0 

877 

18.6 

5.9 

826 

12.2 

limp  than  1  noun 

6.9 

878 

6.2 

5.9 

818 

5.4 

McLouth  Steel 

6.9 

879 

1.2 

5.3 

877 

1.7 

Macmillan 

6.8 

880 

7.2 

5.9 

822 

5.8 

Interstate  United 

6.8 

881 

6.8 

6.4 

772 

6.6 

UAL 

6.8 

882 

11.3 

4.0 

928 

5.6 

nude  o  jiuicj 

6.8 

883 

12.0 

6.8 

742 

12.2 

Cyclops 

6.8 

884 

6.6 

5.0 

895 

5.2 

Rohm  &  Haas 

6.7 

885 

def 

6.4 

774 

0.9 

Varian  Associates 

6.7 

886 

8.4 

6.0 

815 

7.4 

Wickes 

6.6 

887 

14.5 

5.6 

856 

9.0 

Marinp  Midland  Banks 

6.6 

888 

4.2 

5.4 

869 

3.9 

Ramada  Inns 

6.6 

889 

6.5 

4.3 

912 

4.3 

Zayre 

6.6 

890 

8.9 

4.9 

898 

6.0 

B  F  Goodrich 

6.5 

891 

10.4 

56 

853 

7.9 

Mohasco 

6.5 

892 

5.6 

5.3 

875 

4.7 

Fairchild  Industries 

6.4 

893 

11.5 

5.0 

890 

8.5 

Flintkote 

6.2 

894 

6.3 

5.0 

896 

5.0 

Uniroyal 

6.2 

895 

8.8 

4.7 

904 

6.0 

Keystone  Consolidated 

6.2 

896 

def 

5.3 

880 

def 

Evans  Products 

6.2 

897 

16.8 

5.0 

890 

11.3 

Peoples  Drug  Stores 

6.2 

897 

14.1 

5.8 

837 

9.6 

Akzona 

6.2 

899 

2.9 

4.8 

900 

2.7 

American  Bakeries 

6.1 

900 

13.1 

5.1 

889 

8.4 

Wean  United 

6.1 

901 

14.3 

5.0 

890 

9.2 

Cannon  Mills 

5.9 

902 

5.6 

5.9 

826 

5.6 

NN  Corp 

5.9 

903 

16.7 

5.6 

854 

16.5 

Southern  Pacific 

5.8 

904 

6.5 

4.2 

918 

4.5 

U  S  Industries 

5.5 

905 

6.7 

5.4 

871 

6.1 

Kennecott  Copper 

5.5 

906 

def 

54 

872 

0.8 

Ruddick 

5.5 

906 

15.1 

6.0 

807 

11.5 

Cluett,  Peabody 

5.5 

908 

11.5 

5.5 

865 

9.5 

Alexander's 

5.4 

909 

5.8 

3.8 

933 

4.0 

Fuqua  Industries 

5.3 

910 

10.5 

4.9 

899 

7.3 

Bo  r  man's 

5.3 

911 

6.5 

4.4 

911 

5.3 

Springs  Mills 

5.1 

912 

5.4 

4.8 

903 

4.8 

Saxon  Industries 

5.1 

913 

4.6 

4.1 

919 

3.9 

Bethlehem  Steel 

5.1 

914 

def 

4.6 

906 

def 

General  Host 

5.1 

914 

0.4 

3.3 

942 

3.3 

St  Louis- San  Fran  Ry 

5.0 

916 

6.7 

3.5 

940 

4.2 

A  0  Smith 

5.0 

917 

9.2 

4.5 

908 

72 

Dan  River 

5.0 

918 

7.9 

4.3 

914 

5.9 

Allied  Products 

4.8 

919 

1.0 

4.5 

909 

2.8 

Control  Data 

4.7 

920 

5.9 

4.3 

913 

5.0 

Di  Giorgio 

4.6 

921 

9.2 

4.3 

915 

7.0 

GAF 

4.6 

922 

def 

4.0 

922 

def 

Bell  &  Howell 

4.6 

923 

2.6 

4.0 

928 

2.1 

Western  Union 

4.5 

924 

6.7 

4.0 

921 

5.3 

BanCal  Tri-State 

4.5 

925 

4.7 

3.8 

934 

4.0 

General  Refractories 

4.4 

926 

def 

4.7 

905 

0.2 

Business  Men's  Assur 

4.4 

927 

13.8 

4.5 

907 

11.1 

Intl  Systems 

4.2 

928 

def 

6.3 

790 

def 

Chrysler 

4.2 

929 

9.6 

4.0 

925 

7.7 

R  i  ir  1 1  ner+nri  Klstrtfoarn 

Duiiiitgiuii  i^oiintfrn 

A  9 

O.O 

y*4i 

O.  / 

Phillips-Van  Heusen 

4.2 

931 

5.3 

3.9 

931 

4.8 

Wheeling-Pitts  Steel 

4.1 

932 

def 

4.0 

926 

def 

Bache  Group 

4.0 

933 

2.0 

4.0 

924 

2.1 

Monfort  of  Colorado 

4.0 

934 

4.3 

3.7 

936 

4.1 

Ludlow  Corp 

3.9 

935 

6.4 

4.0 

926 

5.2 

Whittaker 

3.6 

936 

7.2 

3.9 

932 

5.6 

Manhattan  Industries 

3.5 

937 

14.0 

3.9 

930 

9.4 

Continental  Airlines 

3.5 

938 

11.7 

3.7 

937 

5.8 

American  Airlines 

3.3 

939 

14.0 

2.7 

947 

8.3 

Return  On  Equity 

Return  On  Capital 

L.uiiifjdiiy 

5-Year*  Latest 
Average  Rank     12  Mos 

5-Year*  Latest 
Average  Rank     12  Mos 

Questor 
Goldblatt  Brothers 
Bergen  Brunswig 
Bangor  Punta 
Thriftimart 

3.2%  940  2.8% 
3.1    941  2.8 
3.1    942  def 
2.8    943  17.4 

O  C       QAA       1  1  Q 
«£.0  iJL.y 

3.5%  939  3.3% 
3.1     943  3.0 
4.3     916  0.7 
3.8     935  10.5 

9  R       QR9      1  1  f\ 

Lykes 

Kaufman  &  Broad 
Food  Fair 
Litton  Industries 
Allegheny  Airlines 

2.3    945  def 
2.3    946  9.3 
2.2    947  2.4 
2.2    948  7.0 

o  n      QAQ        1  "3 

2.6    949  def 
2.4    953  7.6 
2.8     945  3.1 
2.8     946  5.3 

Q  1        QAA        Q  n 

Bunker-Ramo 
Norin 

United  Merch  &  Mfrs 
White  Motor 
American  Motors 

1.6    950  9.3 
1.3    951  def 
1.2  952 
1.1    953  5.2 
i  i     q^a      i  n 

3.6  938  7.1 

2.5 

2.7  948 

2.3     956  48 

C..C.       yDO  l.D 

Trans  World  Airlines 
Penn-Dixie  Inds 
Vornado 
Sav-A-Stop 
M  Lowenstein  &  Sons 

1.1    954  12.1 
1.0  956 
1.0    957  def 
0.9    958  2.9 

O  7      QRQ  Hof 
U.  /       yDy  OCT 

2.6    950  6.0 

2.2  959 

2.3  954  def 
2.6    950  3.8 

9  O       Qfil  Hof 

c.\)     yoi  uci 

Revere  Copper 
United  Brands 
Addressograph  Multi 
Tappan 
Rapid- American 

0.5    960  7.3 
0.4    961  2.9 
0.3    962  def 
0.2    963  2.6 

Uci      yo*-+  y.-j 

1.8     962  4.2 
2.2     960  3.2 
1.5    964  def 
1.2    966  2.6 

A  O       Q99       A  1 

Chicago  Milwaukee 
Shopwell 
Eastern  Air  Lines 
CNA  Financial 

def    965  def 
def    966  0.4 
def    967  7.4 
def    968  12.3 

Hof     QfiQ        1  R 

0.4     972  0.0 
0.6     971  1.3 
1.7     963  4.5 
0.8    968  6.7 

Philips  Industries 
Shop  Rite  Foods 
Singer 

Great  Atl  &  Pac  Tea 
Warnaco 

def    970  14.3 
def    971  def 
def    972  19.0 
def    973  1.8 

Hof       Q"7A  Hof 
Ucl       y/'t  UcT 

2.3    955  10.4 
1.0    967  def 
def    981  11.0 
def    986  2.0 

n  O        Q7A  Hof 
U.£       y/£+  uci 

Pan  Am  World  Airways 
Seatrain  Lines 
Fedders 
Champion  Home 
Commonwealth  Oil  Rfg 

def    975  18.4 
def    976  47.7 
def    977  def 
def    978  def 

Hof      Q7Q  Hof 
Uci       r/r  UcT 

0.7    969  7.7 
0.7     969  6.5 
def    982  def 
def    987  def 

Hof       Q77  Hof 

Oct     y  /  /  uct 

Chicago  Rock  Island 
First  Natl  Stores 

Allied  Supermarkets 
Intl  Foodservice 
r  «  m  ocnaerer 

def    980  def 
def    981  def 
def    982  def 
def    983  def 

Hof      QUA         ^  ft 

□er     yo*+  o.o 

def    991  def 
def    998  def 
def    985  def 
def    975  def 
uei     joj  o.o 

Rohr  Industries 
Govt  Employees  Ins 
Southdown 
City  Stores 
Reliance  Group 

def    985  1.7 
def    986  50.2 
def    987  def 
def    988  def 

Hof      QQQ  R 

aei    yoy  oy.o 

def    984  3.5 
def    996  22.6 
def    980  def 
def    990  def 

Amer  Beef  Packers 
Rath  Packing 
Pueblo  International 
Arden-Mayfair 
Genesco 

def    990  def 
def    991  def 
def    992  def 
def.   993  3.1 

Hof       QQ/I  Hof 
UcT      ybW-  UcT 

def    993  def 
def   1000  def 
def    997  def 
def    988  3.2 

Hof       QQR  Hof 

uct     yyo  uci 

National  Tea 
Daylin 
Hartfield-Zodys 
National  Kinney 
Aden  Realty  &  Dvpt 

def    995  def 
def    996  11.3 
def    997  7.3 
def    998  def 
def    999  def 

def   1001  def 
def     994     6  2 
def     992  4.8 
def    978  def 
def    979  def 

Ward  Foods 
Grolier 
Memorex 
American  Export  Inds 
Oxford  Industries 
DPF 

def  1000  def 
def  1001  def 
def  1002  NE 
def  1003  def 
10.5 

**  ** 

def    989  def 
def    999  def 
1.2     965  18.6 
def    976  def 
8.3 

**  ** 

1  The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardstic ks  tables.      **  Not  available;  not  ranked       def  Deficit. 
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Who's  Where 
In  Growth 


The  growth  ranking  tracks  that  ever- 
changing  endangered  species  called 
growth  stocks.  But  since  no  company 
always  does  well,  the  list  leaders  change 
dramatically  from  year  to  year.  Like  peo- 
ple, companies  often  burst  into  promi- 
nence in  their  youth,  show  signs  of  matu- 
rity, then  lapse  into  decline  and  decay. 


Scan  the  bottom  of  the  growth  list  and 
you'll  find  familiar  names:  Litton,  Reli- 
ance Group,  Bell  &  Howell,  Chrysler. 
Many  of  today  s  stars  will  join  them  there 
some  day.  American  business  is  dynam- 
ic, not  static. 

Still,  this  year's  figures  show  how  the 
economy  as  a  whole  is  recovering.  Al- 


Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.4% 


most  200  companies  increased  earnings 
by  20%  a  year  or  better;  two  years  ago 
only  90  had  done  so.  Many  companies 
are  starting  to  increase  earnings  faster 
than  sales,  some  by  using  excess  cash  to 
buy  in  their  own  shares,  others  by  di- 
vesting unprofitable  or  unpromising  op- 
erations, still  others  by  tendering  for 
undervalued  jewels. 

How  it's  done  isn't  important.  What  is 
important  is  to  find  a  way.  It  does  not 
speak  well  for  the  managements  of  152  of 
the  1,005  companies  that  showed  no 
earnings  growth  in  the  last  five  years  vs. 
the  preceding  five.  ■ 


Earnings  Per  Share 

Sales 

Company 

5-Year*            1977t  vs 
Average  Rank  1974-76 

5-Year*           1977t  vs 
Average  Rank  1974-76 

Intl  Minerals  &  Chem 
Perini 
Natomas 
Wheelabrator-Frye 
Service  Merchandise 

93.7%     1  -9.5% 
82.3       2  -41.3 
61.7       3  53.2 
60.9       4  44.1 
60.1       5  79.8 

16.0%  317  15.0% 
7.8     853  -1.6 
52.7       8  89.1 
25.7      79  28.4 
58.4        5  63.5 

H  K  Porter 
Tandy 
Data  General 
Earth  Resources 
Natl  Semiconductor 

60.0  6  6.5 
59.5       7  121.9 

58.4  8  83.4 

58.1  9  21.1 

56.5  10  -31.4 

4.8    948  43.0 

30.0  41  73.7 
62.5        3  116.8 
33.3      28  44.0 

49.1  9  57.5 

Cat-Maine  Foods 
Westmoreland  Coal 
United  States  Filter 
C  F  Braun 

J  Ray  McDermott 

54.3      11  -23.5 
49.1      12  -51.4 
47.9      13  28.4 
47.8      14  39.0 
46.8      15  35.0 

33.4  27  29.8 

21.5  129-11.2 
29.4      45  48.6 
31.0      37  38.6 
do.ti      /4  lb./ 

NCR 

Modern  Merchandising 
Itel 
Celanese 
Raymond  Intl 

46.0      16  40.6 
45.7      17  98.3 
45.6      18  57.9 
45.4      19  -12.3 
45.2      20  122.3 

9.6  765  14.4 
58.4        4  99.7 
27.2      62  67.4 

9.7  751  13.6 
7.9     848  31.0 

McKee 
Cameron  Iron  Works 
Utd  Energy  Resources 
Wyman-Gordon 
Western  Air  Lines 

44.9      21  33.9 

44.3  22  -17.5 
43.8      23  94.1 

43.4  24  31.9 
43.2      25  13.9 

17.6     245  20.0 
20.2     154  26.5 
19.0     190  82.1 
13.2     486  16.7 
13.2     482  25.0 

Beech  Aircraft 
Best  Products 
Budd 
Crane 

General  Refractories 

43.1      26  45.0 
43.1      27  268  7 
42.0      28  146.7 
41.9      29  25.5 
40.8      30  P-D 

11.3     638  42.4 

56.5  7  93.3 
11.3     640  34.0 

10.6  701  0.5 
13.6     454  3.4 

Mervyn's 
E-Systems 
Cook  Industries 
Athlone  Industries 
Sambo's  Restaurants 

40.3  31  68.8 
40.1      32  112.5 
39.9      33  P-D 
39.9      34  5.3 

38.4  35  33.2 

40.6       14  70.5 
6.6     899  37.7 
29.2      49  -21.3 
10.9     677  -1.9 
38.8       15  62.4 

General  Dynamics 
MCA 
Teledyne 
Kaiser  Steel 
Hughes  Tool 

38.4      36  30.1 

37.8  37  2.3 
37.6      38  109.0 
37.1      39  -47.2 

36.9  40  19.9 

0.7     990  29.1 
17.8     239  11.2 
9.7     758  19.7 

12.8  525  -5.8 

28.9  52  40.1 

*  The  growth  rate  may  be  for  less  than  5  years  as  footnoted 

in  individual  Yardsticks  tables. 

Earnings  Per  Share 


Sales 


5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Crown  Central  Petrol 

35.4% 

41 

39.3% 

24.7% 

90 

21.1% 

Dan  River 

36.3 

42 

169.3 

7.8 

850 

12.3 

Murphy  Oil 

36.2 

43 

-5.4 

25.1 

87 

17.9 

Pioneer  Hi-Bred  Intl 

36.2 

43 

45.3 

21.4 

130 

59.3 

Wal-Mart  Stores 

36.2 

43 

72.8 

43.4 

13 

69.0 

Cone  Mills 

36.1 

46 

61.3 

10.9 

675 

31.3 

Iowa  Beef  Processors 

36.1 

47 

21.7 

16.0 

319 

12.0 

MAPCO 

35.9 

48 

26.9 

32.4 

33 

53.0 

Pittston 

35.8 

49 

-29.4 

19.5 

175 

4.9 

Massey-Ferguson 

35.7 

50 

-39.3 

17.3 

255 

17.9 

UOP 

35.6 

51 

474.1 

8.7 

812 

5.1 

Colt  Industries 

35.6 

52 

-14.9 

11.0 

674 

25.2 

Texas  Oil  &  Gas 

35.2 

53 

75.0 

57.2 

6 

147.4 

Peavey 

34.9 

54 

-46.8 

14.6 

401 

1.0 

SCOA  Industries 

34.8 

55 

33.6 

11.7 

607 

24.0 

Esmark 

34.8 

56 

-17.3 

9.3 

783 

6.7 

Inmont 

34.6 

57 

62.9 

8.4 

824 

19.7 

Franklin  Mint 

34.3 

58 

-30.5 

38.2 

17 

31.4 

Harnischfeger 

33.6 

59 

-4.5 

18.8 

196 

27.9 

Idle  Wild  Foods 

33.5 

60 

29.1 

•  15.0 

378 

8.9 

Digital  Equipment 

33.5 

61 

99.3 

38.3 

16 

105.1 

Potlatch 

33.1 

62 

38.9 

9.9 

746 

25.8 

Reserve  Oil  &  Gas 

33.1 

63 

6.4 

44.7 

12 

58.0 

Tosco 

33.1 

64 

170.5 

69.5 

2 

88.2 

Kerr  Glass  Mfg 

32.7 

65 

-7.4 

11.2 

648 

17.6 

Diamond  Shamrock 

32.5 

66 

22.4 

14.7 

394 

27.2 

Smith  International 

32.4 

67 

10.1 

25.9 

75 

26.1 

Archer  Daniels  Midland 

32.2 

68 

24.4 

27.4 

59 

22.6 

Schiumberger 

32.0 

69 

66.7 

21.0 

136 

37.6 

Santa  Fe  Intl 

31.9 

70 

139.9 

22.7 

109 

71.7 

Signal  Companies 

31.8 

71 

11.3 

8.2 

833 

38.4 

McDonald's 

31.7 

72 

45.7 

34.7 

24 

41.2 

Mead 

31.7 

73 

35.4 

7.5 

865 

19.3 

Sigmor 

31.7 

74 

15.1 

37.6 

19 

69.4 

Consolidated  Papers 

31.5 

75 

14.8 

13.6 

452 

25.6 

Automation  Inds 

31.4 

76 

76.7 

4.6 

953 

1.0 

NVF 

31.3 

77 

-32.2 

9.1 

797 

11.7 

Burlington  Northern 

31.2 

78 

9.4 

10.2 

724 

22.4 

SCM 

31.1 

79 

25.3 

8.1 

836 

10.5 

Pennzoil 

30.6 

80 

15.8 

23.6 

100 

8.6 

t  Latest  12  months.    P-D  Profit  to  deficit. 
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memo  from 
marsh  &  Mclennan 


It  used  to  be 
easy  to  tell  the 
good  guys  from 
the  bad  guys. 

Not  any  more.  Many  of  today's 
most  elusive  criminals  don't 
look  much  different  from  you 
and  me.  They  may  be  right 
there  on  your  payroll,  without 
you  knowing  it.  That  is.  until 
it's  too  late. 

That's  one  reason  why  banks, 
stockbrokers,  insurance  com- 
panies and  other  financial 
institutions,  though  among 
the  most  respected  elements  of) 
our  business  community,  are 
beset  by  some  of  today's  most 
severe  insurance  problems. 

In  the  area  of  crime  losses 
alone,  many  financial  institu- 
tions have  had  difficulty  ob- 
taining adequate  amounts  of 
insurance  and  some  even  open 
ate  without  coverage.  In  newer 


areas  of  insurance  coverage  — 
mch  as  liability  under  ERISA, 
Clect  ronic  Fund  Transfer, 
patomated  Teller,  and  Debit 
arc! -underwriters  have 
•ranted  insurance  either 
Sparingly  or  not  at  all. 

Overall,  insurance  coverage  in 

U.S.  Commercial  Banks 
Blanket  Bond  Experience 
Premiums  vs.Losses 


his  field  has  undergone  several 
rounds  of  policy  restrictions 
and  substantial  increases  in 
Jeductibles  in  recent  years. 

Two  factors  compound 
the  situation. 

(First  of  all,  the  insurance 
'■  market  for  most  coverages 
■purchased  by  financial 
institutions  is  served  by  a 
limited  number  of  insurance 
companies,  few  of  size,  and 
several  offering  only  special- 
ized lines  of  coverage. 

Second,  in  the  category  of 
crime  insurance  coverage,  the 
insurance  industry  has  paid 
out  tremendous  sums  of  money 
over  the  past  five  years, 
resulting  in  large  operating 
defic  its  even  after  taking  into 
account  investment  income. 

Consequently,  there  is  a  crucial 
shortage  of  the  capital  and 
surplus  necessary  to  provide 


for  the  insurance  requirements 
of  the  financial  community. 
Paradoxically,  these  factors 
have  converged  at  a  time  when 
the  risks  of  loss  confronting 
financial  institutions  have  in- 
creased many  times  because  of 
new  technologies  and  business 
expansion,  coupled  with 
changes  in  the  social  and  legal 
environment  in  which  financial 
institutions  operate. 

How  Marsh  &  McLennan 
is  tackling  the  problem. 

Specialization!  By  bringing 
together  a  group  of  financial 
institution  insurance  profes- 
sionals and  making  this  a 
Marsh  &  McLennan  resource 
available  to  our  clients  any- 
where. The  diversity  of  skills 
represented  by  this  group, 
which  can  be  tapped  through 
our  offices,  includes  experts  in 
risk  analysis,  underwriting, 
claims  management  and  loss 
prevention,  as  they  relate  to  the 
truly  unique  loss  exposures 
faced  by  financial  institutions. 

This  group  is  actively  engaged 
in  an  attempt  to  ease  the  pres- 
sure on  financial  institutions 
by  increasing  the  underwriting 
capacity  available  to  them,  and 
by  seeking  widespread  industry 
support  for  these  efforts. 

Further,  in  the  area  of  crime 
claims,  difficulty  in  establish 
ing  and  proving  losses  is  one  of 
the  most  troublesome  and  frus- 
trating aspects  of  this  type  of 
insurance.  Marsh  &  McLennan, 
by  concentrating  the  skills  of 
its  people  in  this  field  is 
thoroughly  knowledgeable  in 
the  details  necessary  to  estab 
lish  claims  properly  with  insur- 
ers. Also,  we  offer  specific 
experience  in  the  mechanics 
of  documenting  proof  that 
losses  were  insured  in  those 


cases  where  discovery  of  the 
losses  was  made  long  after  the 
crimes  had  been  committed. 

Most  of  all.  Marsh  &  McLennan 
has  learned  through  special- 
ization that  standards  for  loss 
prevention,  consistently 
applied  are  the  best  way  to  pre- 
vent or  to  reduce  losses,  and  in 
turn,  to  reduce  premiums. 

Simply  put.  no  insurance  bro- 
ker is  better  equipped  or  is  bet- 
ter organized  to  respond  to  the 
diverse  insurance  needs  of 
financial  institutions. 

In  other  words,  we're  good  guys 
to  have  on  your  side. 


If  you'd  like  to  know  more,  we 
have  prepared  a  kit  containing 
up-to-date  information  on  this 
important  subject,  which  we'll 
send  you  on  request.  Write  to 
Dept.  400  FB,  Marsh  & 
McLennan,  Incorporated. 
1221  Avenue  of  the  Americas. 
New  York.  N.Y.  10020. 


Our  specialists  in  InsurartCeJor 'financial 
institutions  are  ready  toserve  you. 


Marsh  & 

Mclennan  

■ 1     ■.  . 


Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator  6  4% 


Earnings  Per  Share 


Sales 


5-Year* 

1977T  vs 

5-Year* 

1977t  vs 

Company 

Average 

Dank 

1974-76 

Average 

Rank 

1974-76 

A  E  Staley  Mfg 

30.5% 

81 

-31.7% 

19.5% 

171 

51.1% 

Houston  Natural  Gas 

30.5 

82 

66.5 

34.5 

25 

89.0 

Entex 

30.5 

83 

123.0 

25.3 

85 

181.0 

UAL 

30.1 

84 

137.4 

10.7 

690 

24.1 

Niagara  Frontier  Svc 

29.8 

85 

50.0 

27.1 

64 

61.7 

Halliburton 

29.8 

86 

49.2 

28.3 

55 

26.2 

Varian  Associates 

29.7 

87 

42.3 

10.3 

722 

11.7 

Morrison-Knudsen 

29.7 

88 

32.7 

12.3 

552 

-9.0 

EG&G 

29.6 

89 

34.8 

13.2 

483 

79.3 

Fairchild  Industries 

29.5 

90 

59.2 

0.5 

99] 

51.7 

Stone  Container 

29.5 

91 

-24.2 

15.1 

373 

16.3 

Dow  Chemical 

29.2 

92 

-0.9 

20.3 

152 

18.9 

Riegel  Textile 

29.1 

93 

29.4 

10.3 

717 

27.5 

Spencer  Foods 

29.0 

94 

P-D 

13.0 

502 

34.1 

Federal  Co 

28.5 

95 

-50.6 

15.0 

376 

19.2 

UV  Industries 

28.5 

96 

18.2 

16.8 

274 

20.5 

Levi  Strauss 

28.4 

97 

79.5 

25.5 

82 

40.4 

Colonial  Penn  Group 

28.4 

98 

30.7 

30.1 

40 

48.5 

Amtel 

28.3 

99 

13.1 

25.8 

77 

17.5 

Alexander  &  Baldwin 

28.2 

100 

-44.8 

7.8 

849 

11.5 

Belco  Petroleum 

28.1 

101 

28.6 

25.0 

88 

22.3 

Pioneer  Corp 

27.7 

102 

33.5 

33.1 

31 

44.9 

North  American  Coal 

27.6 

103 

5.3 

28.8 

53 

20.8 

Baker  International 

27.5 

104 

50.9 

35.1 

22 

79.1 

Petrie  Stores 

27.4 

105 

47.2 

18.9 

192 

32.9 

Foxboro 

27.4 

106 

61.9 

15.2 

358 

23.1 

Butler  Manufacturing 

27.3 

107 

19.7 

14.4 

408 

26.2 

Handy  &  Harman 

27.1 

108 

-3.5 

12.8 

525 

1.6 

Tyler 

27.0 

109 

28.3 

17.9 

235 

18.7 

Westvaco 

26.8 

110 

15.5 

14.7 

398 

16.5 

Chessie  System 

26.6 

111 

-21.0 

6.3 

907 

9.8 

Inland  Container 

26.4 

112 

-12.3 

12.0 

584 

10.8 

Northwest  Industries 

26.4 

112 

34.6 

11.3 

640 

36.7 

Ralph  M  Parsons 

26.4 

114 

53.7 

13.8 

437 

-7.0 

Ogden 

26.4 

115 

6.8 

7.6 

860 

-3.6 

Parker  Pen 

26.4 

116 

39.9 

27.1 

63 

81.6 

Masco 

26.1 

117 

32.9 

31.8 

34 

29.7 

Amer  Hoist  &  Derrick 

25.8 

118 

0.5 

13.9 

430 

5.0 

Big  Three  Industries 

25.8 

119 

49.7 

25.5 

84 

48.6 

Air  Prods  &  Chems 

25.7 

L20 

28.6 

20.6 

144 

36.6 

Blue  Bell 

25.5 

121 

104.1 

20.0 

159 

44.6 

Braniff  Intl 

25.5 

122 

40.5 

12.8 

523 

23.6 

Central  Steel  &  Wire 

25.5 

123 

12.5 

15.8 

335 

13.8 

Fluor 

25.4 

124 

48.0 

22.0 

123 

40.C 

Deere 

25.4 

125 

24.1 

18.7 

199 

16.7 

Hewlett-Packard 

25.3 

126 

37.2 

22.7 

108 

36.8 

Graniteville 

25.2 

127 

-1.3 

14.9 

384 

27.5 

Globe-Union 

25.1 

128 

165.1 

16.6 

286 

42.1 

Pay'n  Save 

25.0 

129 

19.8 

26.9 

65 

56.2 

Eastern  Gas  &  Fuel 

24.9 

130 

-24.2 

16.9 

269 

14.9 

Union  Camp 

24.9 

131 

12.2 

13.6 

456 

15.5 

Liquid  Air  of  No  Amer 

24.6 

132 

22.0 

19.7 

166 

26.0 

Monsanto 

24.5 

133 

-12.5 

13.2 

489 

19.3 

SEDCO 

244 

134 

46.0 

20.4 

149 

39.8 

United  Technologies 

24.4 

134 

34.2 

541 

33.0 

Hospital  Corp  of  Am 

24.3 

136 

41.7 

34.8 

23 

50  8 

Dillon  Companies 

24.2 

137 

55.6 

28.6 

54 

37.2 

Midland-Ross 

24.1 

138 

14.0 

8  1 

838 

6.8 

Gulf  &  Western  Inds 

24.1 

139 

-10.1 

12.3 

550 

31.8 

Curtiss-Wright 

24.1 

140 

42  1 

3.9 

963 

2.2 

Engelhard  Min  &  Chem 

24.0 

141 

-1.1 

29.4 

45 

24.6 

Univar 

23.9 

142 

P-D 

18.8 

196 

15.1 

Ame.ican  Intl  Group 

23.8 

143 

41.8 

18.5 

211 

37.6 

Reynolds  Metals 

23.7 

144 

-2.2 

13.1 

498 

19.6 

Stauffer  Chemical 

23.7 

145 

5.9 

13.7 

447 

24.7 

Maremont 

23.6 

146 

37.8 

3.2 

974 

9.0 

Earnings  Per  Share 


Sales 


Company 

5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Bausch  &  Lomb 

23.4% 

147 

43.3% 

16.7% 

278 

12.3% 

Tesoro  Petroleum 

23.4 

148 

P-D 

47.4 

11 

42.0 

Kimberly-Clark 

23.4 

149 

19.4 

11.0 

671 

11.5 

Olinkraft 

23.2 

150 

5.4 

12.8 

525 

20.4 

Superior  Oil 

23.2 

150 

16.4 

20.0 

160 

34.2 

Phillips  Petroleum 

23.2 

152 

24.9 

16.9 

272 

16.9 

Amsted 

23.1 

153 

24.0 

12.0 

582 

11.7 

Boeing 

23.0 

154 

92.9 

4.4 

955 

8.3 

DEKALB  AgResearch 

22.9 

155 

39.8 

23.9 

94 

26.7 

Peabody  Intl 

22.9 

156 

32.6 

34.0 

26 

32.1 

Mallinckrodt 

22.8 

157 

30.5 

19.4 

180 

31.4 

Copperweld 

22.8 

158 

-10.3 

14.5 

407 

10.2 

Commercial  Metals 

22.7 

159 

P-D 

18.5 

214 

3.1 

Thiokol 

22.4 

160 

34.8 

8.8 

806 

29.8 

Roadway  Express 

22.4 

161 

19.2 

16.6 

287 

34.8 

Humana 

22.3 

162 

58.2 

30.9 

38 

88.6 

Missouri  Pacific  Corp 

22.1 

163 

46.0 

12.4 

545 

28.6 

Cooper  Industries 

22.1 

164 

48.7 

19.1 

187 

38.7 

Bruno's 

22.0 

165 

74.4 

26.4 

73 

46.3 

Interlake 

21.9 

166 

-41.2 

13.7 

449 

14.3 

White  Consolidated 

21.8 

167 

14.6 

9.5 

772 

14.9 

Denny's 

21.8 

168 

69.3 

29.5 

44 

63.8 

Jack  Eckerd 

21.8 

169 

42.4 

26.7 

69 

74.8 

Dean  Foods 

21.7 

170 

65.2 

11.1 

659 

19.0 

Koppers 

21.7 

171 

-2.5 

13.8 

438 

22.4 

Yellow  Freight  System 

21.6 

172 

31.8 

19.3 

185 

37.9 

Vulcan  Materials 

21.5 

173 

20.7 

11.9 

587 

19.1 

International  Paper 

21.5 

174 

-15.5 

11.0 

667 

11.9 

Reichhold  Chemicals 

21.5 

175 

-36.7 

21.1 

135 

32.3 

Baxter  Travenol 

21.4 

176 

43.7 

23.8 

96 

41.9 

Kerr-McGee 

21.3 

177 

-1.1 

24.3 

92 

22.9 

Zapata 

21.2 

178 

-47.2 

12.4 

547 

18.7 

Dillingham 

21.1 

179 

-59.7 

10.0 

739 

4.0 

Walter  Kidde 

21.0 

180 

16.8 

9.6 

762 

19.3 

Lowe's  Companies 

21.0 

181 

50.9 

22.8 

107 

52.6 

Norfolk  &  Western  Ry 

20.9 

182 

12.1 

2.6 

978 

12.9 

Fedl  Natl  Mortgage 

20.8 

183 

20.2 

18.8 

194 

14.5 

Amer  Broadcasting 

20.6 

184 

106.9 

9.2 

794 

33.4 

Getty  Oil 

20.5 

185 

4.3 

16.3 

301 

10.7 

National  Distillers 

20.4 

186 

-1.3 

5.7 

926 

112 

A-T-0 

20.4 

187 

-0.8 

6.5 

904 

12.0 

Schering-Plough 

20.3 

188 

21.5 

14.3 

412 

166 

J  P  Stevens 

20.3 

189 

2.9 

6.5 

901 

17.7 

Allied  Chemical 

20.3 

190 

3.0 

11.8 

595 

18.0 

Leaseway  Transportn 

20.3 

191 

37.4 

13.2 

483 

30.6 

Envirotech 

20.2 

192 

40.4 

29.3 

48 

20.0 

Northern  Natural  Gas 

20.2 

193 

1.1 

18.2 

227 

36.6 

Texas  Instruments 

20.2 

193 

37.3 

14.2 

421 

26.7 

Anderson-Clayton 

20.1 

195 

19.6 

6.5 

902 

13.9 

Albertson's 

20.0 

196 

38.3 

19.7 

165 

33.7 

Dresser  Industries 

20.0 

197 

28.6 

18.8 

195 

27.0 

Georgia-Pacific 

19.9 

198 

34.5 

17.2 

256 

34.3 

Gt  Western  Financial 

19.6' 

199 

94.1 

12.8 

517 

34.2 

Airco 

19.5 

200 

26.8 

10.9 

681 

14.1 

Charter  Company 

19.5 

201 

-27.1 

35.8 

21 

23.1 

Rabcoek  &  Wilcox 

19.5 

202 

24.2 

12.5 

544 

18.3 

Nash  Finch 

19.5 

203 

13.7 

17.0 

263 

18.0 

W  R  Grace 

19.4 

204 

-14.5 

12.0 

581 

10.1 

Ideal  Basic  Inds 

19.4 

205 

12.2 

10.3 

720 

21.9 

Ashland  Oil 

19.3 

206 

20.9 

19.1 

188 

29.7 

Super  Food  Services 

19.2 

207 

55.2 

11.1 

658 

34.0 

Edison  Bros  Stores 

19.1 

208 

43.8 

12.2 

568 

21.3 

Louisiana-Pacific 

19.1 

208 

54.3 

22.1 

120 

59.1 

Standard  Oil  Ind 

19.1 

208 

7.6 

18.4 

216 

21.6 

Foster  Wheeler 

19.1 

211 

49.0 

16.9 

269 

16.7 

Emery  Air  Freight 

19.0 

212 

37.7 

18.4 

220 

36.3 

*  The  growth  rate  may  be  lor  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables    t  Latest  12  months.    P-D  Profit  to  deficit 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.4% 


Earnings  Per  Share 


Sales 


5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Continental  Oil 

19.0% 

213 

2.1% 

19.6% 

170 

14.2% 

OUI  lUall  dim 

18.9 

214 

21.1 

12.3 

553 

21.4 

Pi  ill  man 
r  Ul llMdll 

18  8 

215 

-112 

1Q  9 

1  J.£- 

186 

12  1 

Willampttp  fnrlc 
T*  Midi  lie  lie  MfUo 

18  8 

216 

16  3 

19  9 

162 

36  0 

18.7 

217 

57.6 

23.6 

101 

13.0 

K  mart 

18.6 

218 

47.4 

21.0 

137 

36.5 

Ol  ncgla  rdjJCl 

18  6 

219 

-17.1 

10.8 

684 

17  5 

VfdblllflglUM  rUal 

18.6 

220 

100  0 

12.6 

533 

29  6 

Gt  Northern  Nekoosa 

18.5 

221 

-7.5 

15.3 

357 

25.3 

1  nnuviAW  Fihrp 
L-Ui  igv  ic  w  nuic 

18.3 

222 

30.1 

12.2 

567 

22.8 

Union  Carbide 

18.3 

223 

-17.5 

13.5 

464 

18.6 

Areata  National 

18.3 

224 

43.8 

9.8 

750 

42.6 

Allipd  Stnrps 

18.3 

225 

16.0 

6.3 

911 

7.9 

lim  Waltpr 

jiiii  vwaliei 

18.3 

226 

15.9 

14.8 

388 

16.4 

Dover  Corp 

18.2 

227 

35.2 

15.8 

332 

16.5 

Rite  Aid 

18.1 

228 

57.2 

26.7 

68 

31.1 

UllllCU  OWlCb  OlCtl 

18.1 

229 

-61.7 

11.5 

624 

6.1 

Weyer  hae  u  se  r 

18.1 

230 

22.5 

15.4 

348 

21.5 

Pin  lint 

18.0 

231 

-54.8 

14.0 

429 

-3.8 

Philin  Mniric 
r mi ii u  nriui lis 

18.0 

232 

42.0 

19.5 

178 

37.2 

Super  Valu  Stores 

18.0 

233 

53.4 

15.2 

358 

23.9 

f v    f f  \JIdlllgei 

17  9 

234 

44. 1 

19.4 

181 

35.2 

^dSilC  Ot  VAAjnc 

17.9 

235 

-0.3 

11.7 

605 

18.7 

Owpn<^-Cnrninp  Fhrvls 

17.9 

236 

96.5 

13.8 

436 

43.6 

f  Ar^nn  PiriP  ^rntt 

*_>ul  Mil  1   r  II  IC  <JV>Ull 

17.8 

237 

32.2 

5.9 

919 

10.4 

Lubrizol 

17.7 

238 

16.4 

17.1 

261 

17.6 

Qi in  P.nmnanv 

17.7 

239 

12.8 

18.5 

212 

35.9 

Kane— Miller 

17.7 

240 

-57.7 

20.1 

156 

28.2 

Odl  I  Ua   re    ll'UUll  1  ICi 

17.6 

241 

29.9 

11.6 

617 

19.8 

Carpenter  Technology 

17.6 

242 

54.9 

11.6 

620 

21.6 

Petrolane 

17.6 

243 

26.5 

22.4 

114 

34.8 

Federal  Paper  Board 

17.6 

244 

-35.7 

16.9 

271 

10.9 

Bucyrus—  Erie 

17.6 

245 

62.1 

18.8 

198 

48.8 

Ethyl 

17.6 

245 

20.6 

13.0 

500 

18.1 

Ohirapn  Rriripp  &  Iron 

17.5 

247 

58.4 

11.1 

659 

19.8 

E  F  Hutton  Group 

17.5 

248 

9.8 

17.8 

238 

29.8 

^Uaoac  (VimnanipQ 

wnagg)  \*KJi  1 1 |-H3l  ii^d 

17.5 

249 

39.0 

21.7 

124 

36.9 

Rplianrp  Flpctrir 

17.4 

250 

7.1 

15.4 

351 

23.8 

Gannptt 

vial  ii  ten 

17.4 

251 

32.4 

14.9 

383 

40.8 

1  nnoc  Pin  10  Qtnmc 

17  3 

252 

20.9 

18.6 

206 

24.8 

Nalco  Chemical 

17.3 

253 

43.9 

14.2 

416 

33.1 

Wpct  Pnint— Ppnnprpll 

MCil  rUI III — r  CUI1CI CII 

17.3 

254 

11.9 

10.9 

675 

34.6 

fatprnillar  Traftnr 

VwCJ  t  vT  l  filial     II  OK,  K\Ji 

17.3 

255 

18.5 

16.6 

284 

19.1 

Walt  Disnpv 

17.3 

256 

32.7 

21.6 

126 

23.2 

Nnrthrnn 

llvl  11 II  w  JJ 

17.3 

257 

110.8 

13.2 

480 

45.0 

American  Express 

17.2 

258 

49.3 

14.2 

420 

30.9 

f^pnpral  Rpin<ii iranrp 

uci  ici  c«  ■  r\cn  iouiui  n.c 

17.1 

259 

87.5 

16.4 

297 

36.6 

Burroughs 

17.1 

260 

21.5 

14.5 

405 

22.1 

Rpvrn  D  S 

17.1 

260 

75.2 

30.8 

39 

46.7 

Avnet 

17.1 

262 

26.7 

15.3 

354 

26.5 

Connecticut  General 

17.1 

262 

49.5 

11.8 

593 

30.8 

PrrwiriAnt  1  iff*  IL  irr 

17.1 

264 

30.1 

12.6 

538 

1 1.9 

n/ri/lant^l  Datmlanm 
Ut,UUt=MuJI  rciruiculll 

1  7  1 
1/1 

9fiR 

1  7  R 

9RO 

C-D\J 

11.8 

Crown  Zell6rbach 

1 7  n 

9fifi 

7  7 
/ .  / 

1  A  fl 

49fi 

91  1 

{  1  1 

American  Can 

ICQ 

9fi7 

10  7 

Q  9 

7RR 

1  A  ft 

Northwest  Energy 

16.9 

268 

0.9 

33.2 

30 

56.0 

McLean  Trucking 

16.9 

269 

29.4 

17.9 

233 

34.3 

Sysco 

16.8 

270 

22.7 

24.1 

93 

36.5 

Hammermill  Paper 

16.8 

271 

-31.8 

12.1 

576 

23.0 

PPG  Industries 

168 

271 

36.1 

10.7 

694 

24.6 

Imperial  Corp  of  Am 

16.8 

273 

69.1 

21.7 

125 

42.3 

Atlantic  Richfield 

16.8 

274 

32.9 

18.6 

204 

36.7 

American  Stores 

16.7 

275 

-8.5 

11.7 

613 

13.6 

Abbott  Laboratories 

16.7 

276 

43.3 

16.0 

322 

27.4 

Loews 

16.7 

277 

105.0 

28.1 

56 

49.7 

St  Joe  Minerals 

16.7 

277 

-17.5 

29.5 

43 

8.5 

Earnings  Per  Share 


Sales 


Company 

5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

McDonough 

16.6% 

279 

22.1% 

8.8% 

808 

19.2% 

Arvin  Industries 

ice 
J.D.D 

^oU 

1  ft9  ft 

TOO 

4oo 

31.5 

Dana 

1  ft  t\ 

95*1 

AR  Q 
40.0 

1/19 

14.  c. 

/lie. 

410 

>17  1 

4/.1 

\*UllCI  —  rial  ill  IK?  I 

i  ft  c; 

1D-0 

Q/1  ft 
J4.0 
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9.0 
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American  Petrofina 

14.3 

337 

-42.9 

29.2 

50 

8.4 

Natl  Starch  &  Chem 

14.3 

337 

25.4 

15.8 

332 

22.1 

Continental  Group 

14.3 

339 

12.6 

10.5 

707 

12.7 

CBS 

14.2 

340 

37.8 

10.8 

683 

31.9 

Kellogg 

14.2 

340 

31.3 

14.7 

393 

23.5 

First  Intl  Bshs 

14.2 

342 

20.8 

31.7 

35 

14.6 

Oklahoma  Natural  Gas 

14.1 

343 

68.4 

25.1 

86 

113.6 

IBM 

14.1 

344 

24.9 

12.8 

517 

21.7 

The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables,    t  Latest  12  months    P-D  Profit  to  deficit. 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.4% 


Earnings  Per  Share 


Sales 


5 -Year* 

1977t  vs 

5-Year* 

1977.t  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Freeport  Minerals 

14.1% 

345 

-52.5% 

10.8% 

687 

9.6% 

Dennison  Mfg 

14.1 

346 

45.3 

11.7 

615 

28.7 

North  Amer  Philips 

14.0 

347 

38.2 

19.3 

184 

36.0 

Intl  Harvester 

14.0 

348 

41.5 

12.3 

557 

11.0 

Revlon 

14.0 

348 

36.2 

16.4 

297 

40.0 

Houdaille  Industries 

14.0 

350 

29.1 

9.2 

790 

18.7 

Merck 

14.0 

350 

23.3 

14.2 

418 

14.5 

Witco  Chemical 

14.0 

352 

12.6 

16.2 

307 

13.0 

Dart  Industries 

13.9 

353 

31.1 

11.7 

605 

17.9 

Eli  Lilly 

13.9 

354 

12.8 

14.2 

418 

18.7 

Southland  Corp 

13.9 

354 

32.0 

14.7 

394 

31.7 

Campbell  Taggart 

13.8 

356 

24.1 

14.3 

411 

15.6 

Knight-Ridder  News 

13.8 

357 

39.7 

21.2 

131 

18.5 

Carnation 

13.7 

358 

20.7 

13.1 

495 

11.1 

USLIFE 

13.7 

359 

23.2 

12.8 

524 

11.6 

Exxon 

13.7 

360 

-8.3 

19.8 

163 

16.5 

Eagle-Picher  Inds 

13.6 

361 

23.5 

10.6 

698 

23.4 

Delta  Air  Lines 

13.6 

362 

45.0 

18.4 

216 

29.3 

Del  Monte 

13.5 

363 

4.7 

12.0 

582 

20.0 

Universal  Leaf 

13.5 

363 

36.5 

9.6 

765 

9.9 

Amer  Hospital  Supply 

13.5 

365 

31.9 

17.2 

259 

25.1 

Rollins  Inc 

13.5 

365 

31.0 

12.6 

538 

25.4 

Heubiein 

13.5 

367 

-32.3 

18.2 

229 

3.5 

Springs  Mills 

13.4 

368 

31.0 

13.0 

504 

14.1 

Jefferson-Pilot 

13.4 

369 

24.0 

9.5 

770 

23.1 

Colgate-Palmolive 

13.4 

370 

14.2 

17.8 

236 

24.2 

Upjohn 

13.4 

371 

20.9 

16.8 

275 

21.8 

Ferro 

13.3 

372 

5.7 

16.2 

305 

20.9 

Pennwalt 

13.3 

373 

23.5 

10.7 

695 

14.6 

Becton,  Dickinson 

13.3 

374 

26.1 

15.0 

374 

30.2 

Time  Inc 

13.3 

374 

52.0 

9.7 

753 

26.7 

Emhart 

13.2 

376 

52.5 

22.2 

117 

97.2 

Draw 

13.2 

377 

17.6 

16.1 

315 

25.6 

Texasgulf 

13.2 

377 

-61.1 

13.7 

445 

-6.6 

Carborundum 

13.2 

379 

23.5 

14.0 

425 

27.6 

Capital  Holding  Corp 

13.1 

380 

21.6 

10.1 

735 

21.0 

Standard  Oil  Calif 

13.1 

381 

15.4 

27.5 

58 

17!3 

Mobil 

13.1 

382 

0.3 

22.7 

109 

43.8 

Bristol-Myers 

13.0 

383 

20.9 

12.2 

560 

19.1 

Intl  Multrfoods 

13.0 

383 

15.2 

13.6 

451 

0.3 

A  C  Nielsen 

13.0 

383 

43.8 

14.0 

427 

34.5 

PepsiCo 

13.0 

386 

41.1 

16.3 

302 

25.1 

So  Natural  Resources 

13.0 

386 

18.7 

13.7 

446 

31.4 

Marsh  &  McLennan  Cos 

13.0 

388 

34.7 

14.2 

416 

37.8 

Keystone  Consolidated 

12.9 

389 

P-D 

9.8 

748 

8.1 

Avery  International 

12.9 

390 

37.9 

19.3 

183 

31.1 

Kaiser  Alum  &  Chem 

12.9 

390 

-4.4 

13.4 

470 

21.1 

S perry  Rand 

12.9 

390 

11.8 

11.1 

655 

6.5 

Oscar  Mayer 

12.9 

393 

31.7 

11.5 

622 

13.1 

Champion  Intl 

12.9 

394 

15.2 

12.1 

575 

27.5 

Combined  Insurance 

12.9 

395 

24.9 

12.1 

571 

23.3 

Flickinger 

12.8 

396 

29.0 

16.0 

320 

58.6 

General  Cinema 

12.8 

396 

32.9 

18.3 

224 

24.3 

Pillsbury 

12.8 

398 

37.6 

13.2 

486 

22.1 

Continental  Illinois 

12.8 

399 

20.3 

25.8 

78 

-2.8 

nisi  \»imiici  run 

12  8 

400 

64  7 

lu.u 

JlO 

A  A  1 

Quaker  State  Oil 

12.8 

400 

2.9 

20.8 

141 

36.6 

RCA 

12.8 

402 

80.6 

7.8 

853 

16.1 

Stop  &  Shop 

12.7 

403 

-15.1 

10.4 

710 

13.8 

Bendix 

12.7 

404 

33.4 

12.2 

570 

23.0 

Genl  Tire  &  Rubber 

12.7 

405 

43.4 

11.6 

617 

14.8 

J  P  Morgan  &  Co 

12.7 

406 

13.1 

22.0 

122 

-3.7 

Southwestern  Life 

12.7 

407 

20.7 

5.0 

944 

13.6 

Fleming  Companies 

12.6 

408 

14.7 

15.6 

336 

25.9 

Borden 

12.6 

409 

28.4 

11.0 

668 

2.8 

Weis  Markets 

12.6 

409 

25.6 

12.1 

578 

20.2 

Earnings  Per  Share 


Sales 


5-Year* 

1977t  vs 

5- Year* 

1977t  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

BankAmerica  Corp 

12.5% 

411 

22.0% 

21.2% 

132 

8.0% 

Amer  Home  Products 

12.5 

412 

18.7 

11.2 

650 

15.8 

Armco  Steel 

12.5 

412 

-39.5 

13.3 

475 

8.7 

Times  Mirror 

12.5 

412 

54.1 

12.7 

531 

29.0 

Republic  Steel 

12.4 

415 

-65.7 

11.5 

627 

9.4 

CFS  Continental 

12.4 

416 

-24.8 

25.5 

82 

31.3 

VF  Corp 

12.4 

416 

-1.1 

12.2 

566 

14.5 

Black  &  Decker 

12.4 

418 

25.3 

20.4 

151 

19.1 

Cummins  Engine 

12.4 

419 

155.7 

15.2 

366 

40.4 

Howard  Johnson 

12.4 

420 

25.4 

8.0 

840 

16.5 

CPC  International 

12.3 

421 

21.2 

13.3 

473 

5.0 

Suburban  Propane  Gas 

12.3 

422 

11.0 

22.5 

112 

41.8 

Michigan  National 

12.3 

423 

38.3 

13.6 

452 

19.9 

Illinois  Tool  Works 

12.3 

424 

25.9 

13.5 

465 

25.8 

Hanes 

12.3 

425 

122.0 

13.0 

506 

24.0 

Adolph  Coors 

12.2 

426 

29.6 

15.1 

370 

13.9 

Norton 

12.2 

426 

7.9 

11.4 

632 

38.8 

Mfrs  Hanover  Corp 

12.1 

428 

12.5 

23.8 

97 

1.7 

Wetterau 

12.1 

428 

-2.7 

17.0 

267 

14.3 

Seaboard  Coast  Line 

12.1 

430 

20.2 

16.0 

320 

17.0 

Royal  Crown  Cola 

12.1 

431 

45.3 

16.6 

283 

32.6 

Great  Western  United 

12.1 

432 

-67.5 

10.2 

727 

29.1 

Amer  Genl  Insurance 

12.0 

433 

92.1 

13.2 

483 

13.8 

Moore  Corp 

12.0 

434 

5.9 

18.4 

216 

11.1 

Hoover  Ball  &  Bearing 

11.9 

435 

93.2 

11.8 

603 

56.3 

Cornwall  Equities 

11.9 

436 

79.3 

12.9 

510 

23.5 

Pac  Gamble  Robinson 

11.9 

437 

-35.0 

12,6 

536 

7.7 

Cities  Service 

11.8 

438 

13.7 

14.4 

409 

32.8 

Gulf  Oil 

11.8 

439 

-7.7 

19.7 

167 

12.7 

Harris  Bankcorp 

11.8 

440 

-2.7 

17.5 

249 

3.5 

NLT 

11.7 

441 

22.8 

7.9 

844 

16.6 

American  Financial 

11.7 

442 

176.7 

47.6 

10 

7.8 

ENSERCH 

11.7 

442 

16.5 

26.4 

72 

86.7 

Texas  Gas  Transmn 

11.7 

442 

10.7 

12.3 

550 

31.5 

Inter pace 

11.7 

445 

29.5 

8.5 

819 

0.6 

Winn-Dixie  Stores 

11.7 

446 

21.2 

15.9 

323 

44.0 

Allen  Group 

11.7 

447 

59.2 

15.0 

380 

16.7 

Eltra 

11.7 

447 

12.5 

11.0 

671 

15.7 

Perkin-Elmer 

11.5 

449 

28.6 

11.4 

635 

48.7 

Tenneco 

11.5 

450 

-0.2 

16.5 

293 

26.8 

Fisher  Foods 

11.4 

451 

-47.4 

23.4 

102 

15.9 

Mercantile  Stores 

11.4 

452 

15.1 

11.9 

590 

20.5 

National-Standard 

11.4 

452 

11.3 

12.8 

516 

20.8 

Nationwide  Corp 

11.3 

454 

30.1 

10.9 

679 

27.6 

Briggs  &  Stratton 

11.3 

455 

40.6 

12.3 

557 

24.8 

First  City  Bancorp 

11.2 

456 

15.9 

32.7 

32 

18.7 

General  Electric 

11.2 

457 

30.4 

9.6 

765 

22.2 

First  Chicago  Corp 

11.2 

458 

3.8 

26.6 

71 

-5.9 

General  Signal 

11.1 

459 

39.4 

20.5 

146 

49.2 

Parker-Hannifin 

11.1 

460 

34.4 

15.2 

367 

28  8 

Xerox 

11.1 

460 

24.7 

18.6 

206 

20.8 

Ark  Louisiana  Gas 

11.0 

462 

4.5 

8.1 

836 

34.5 

Inland  Steel 

11.0 

463 

-22.1 

12.9 

514 

11.9 

May  Dept  Stores 

11.0 

464 

24.8 

9.4 

776 

15.2 

Beatrice  Foods 

10.9 

465 

19.5 

18.8 

193 

20.4 

Emerson  Electric 

10.9 

466 

36.0 

15.5 

340 

39.4 

Franklin  Life  Ins 

10.9 

467 

24.0 

8.7 

811 

16.2 

Wells  Fargo 

10.9 

468 

33.9 

18.2 

226 

6.2 

Stanley  Works 

10.8 

469 

37.2 

12.8 

525 

24.7 

Procter  &  Gamble 

10.8 

470 

35.9 

14.1 

423 

26.6 

Transway  Intl 

10.8 

471 

21.7 

7.9 

844 

19.9 

Kemper  Corp 

10.8 

472 

152.4 

18.2 

227 

42.8 

Owens-Illinois 

10.8 

472 

5.5 

10.7 

696 

17.4 

Louisiana  Land 

10.8 

474 

-1.5 

20.1 

158 

32.9 

Brunswick 

10.7 

475 

12.2 

11.1 

662 

15.8 

Gino's 

10.7 

476 

-32.4 

21.6 

126 

9.5 

*  The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables,    t  Latest  12  months.    P-D  Profit  to  deficit. 
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FORBES,  JANUARY  9,  1978 


Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.4% 


Earnings  Per  Share 


Sales 


5- Year* 

1977t  vs 

5- Year* 

1977t  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Godfrey 

10.77 

>  477 

18.5% 

11.9% 

591 

14.7% 

U  S  Fidelity  &  Gty 

10.7 

477 

148.9 

11.0 

671 

38.6 

Chesebrough-Pond's 

10.7 

479 

19.9 

19.4 

179 

19.8 

Kay 

10.7 

480 

657.6 

26.9 

66 

76.5 

Coca-Cola 

10.6 

481 

29.1 

12.5 

542 

21.1 

Central  Soya 

10.6 

482 

-57.8 

21.0 

139 

21.5 

Pfizer 

10.6 

483 

15.5 

13.5 

467 

16.5 

St  Paul  Companies 

10.6 

484 

110.8 

15.5 

343 

31.7 

IC  Industries 

10.5 

485 

42.5 

14.9 

384 

19.2 

Ball  Corp 

10.5 

486 

12.9 

15.6 

336 

27.4 

H  J  Heinz 

10.5 

487 

30.6 

12.3 

554 

16.2 

Consol  Freightways 

10.4 

488 

65.7 

11.9 

588 

36.4 

FMC 

10.4 

488 

42.5 

8.5 

822 

2.7 

Saga  Corp 

10.4 

490 

34.7 

21.1 

133 

39.7 

Certain-teed 

10.3 

491 

210.4 

17.2 

260 

31.2 

Squibb 

10.3 

491 

6.1 

9.1 

796 

17.3 

United  Refining 

10.3 

491 

59.0 

37.3 

20 

14.0 

American  Medicorp 

10.3 

494 

58.1 

18.4 

216 

36.1 

Studebaker-Worthngtn 

10.3 

494 

93.7 

8.2 

835 

10.9 

R  R  Donnelley  &  Sons 

10.3 

496 

35.1 

9.7 

753 

24.1 

Centex 

10.3 

497 

114.8 

16.8 

276 

44.1 

Seafirst 

10.2 

498 

19.4 

17.7 

243 

9.7 

Tiger  International 

10.2 

498 

31.4 

20.5 

147 

25.9 

Giant  Food 

10.2 

500 

24.8 

10.7 

693 

13.0 

Marsh  Supermarkets 

10.2 

501 

22.6 

11.6 

617 

12.8 

Timken 

10.2 

501 

17.4 

13.9 

433 

21.2 

Norris  Industries 

10.2 

503 

72.9 

8.6 

814 

32.5 

Combustion  Enginrng 

10.2 

504 

37.9 

11.8 

597 

17.7 

Lear  Siegler 

10.2 

505 

109.9 

6.1 

915 

52.3 

Panhandle  Eastern 

10.1 

506 

14.2 

12.2 

560 

68.2 

A  MAX 

10.1 

507 

-26.2 

9.4 

780 

17.6 

Seaboard  Allied  Milling 

10.0 

508 

60.1 

18.6 

206 

-5.2 

Reeves  Brothers 

10.0 

509 

44.2 

6.1 

915 

40.1 

Travelers 

10.0 

510 

66.8 

11.3 

644 

18.1 

Transamerica 

9.9 

511 

101.7 

10.1 

737 

26.6 

Lucky  Stores 

9.9 

512 

20.3 

15.2 

362 

21.6 

Kings  Dept  Stores 

9.9 

513 

31.1 

7.8 

855 

16.8 

Hershey  Foods 

9.9 

514 

16.0 

8.9 

803 

14.1 

TRW 

9.8 

515 

33.5 

11.0 

666 

18.3 

Norton  Simon 

9.8 

516 

34.5 

10.3 

713 

13.7 

Talley  Industries 

9.8 

516 

69.3 

4.3 

957 

13.2 

Liberty  Natl  Life 

9.8 

518 

20.7 

10.3 

721 

16.4 

G  D  Searle 

9.8 

519 

-29.9 

27.3 

61 

17.8 

Atlanta  Gas  Light 

9.7 

520 

35.0 

11.1 

655 

31.6 

Inco  Ltd 

9.7 

521 

-33.9 

15.4 

349 

10.6 

Signode 

9.7 

522 

31.4 

13.8 

435 

23.2 

Hyster 

9.7 

523 

113.7 

11.4 

634 

23.0 

R  J  Reynolds  Inds 

9.6 

524 

8.8 

15.3 

356 

28.0 

Northwest  Bancorp 

9.6 

525 

19.1 

15.5 

344 

18.6 

Central  Tel  &  Utils 

9.6 

526 

20.6 

12.2 

564 

22.8 

MBPXL 

9.6 

527 

-33.8 

13.0 

504 

21.0 

Standard  Oil  Ohio 

9.5 

528 

11.8 

16.1 

310 

31.7 

Sunbeam 

9.5 

529 

30.6 

15.9 

324 

15.3 

IU  International 

9.5 

530 

-23.6 

14.8 

391 

19.1 

Minn  Mining  &  Mfg 

9.5 

530 

29.3 

13.1 

495 

20.5 

H  F  Ahmanson 

9.5 

532 

96.1 

17.7 

242 

49.9 

Campbell  Soup 

9.4 

533 

22.3 

9.7 

756 

14.6 

R  H  Macy 

9.4 

533 

68.4 

8.3 

832 

27.9 

Tecumseh  Products 

9.4 

535 

41.7 

6.4 

906 

22.8 

H  H  Robertson 

9.4 

536 

-21.5 

7.8 

850 

-2.5 

Pay  Less  Drug  (Cal) 

9.3 

537 

-32.6 

14.6 

402 

25.9 

Crum  &  Forster 

9.3 

538 

148.9 

12.6 

535 

36.2 

Coastal  States  Gas 

9.3 

539 

33.0 

37.8 

18 

79.9 

Hanna  Mining 

9.2 

540 

26.9 

10.8 

686 

5.5 

Standard  Brands 

9.2 

541 

0.7 

11.2 

647 

10.8 

Richard  son-Merrell 

9.2 

542 

24.1 

12.2 

568 

28.4 

Earnings  Per  Share 


Sales 


Comnanv 

5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

Average 

Rank 

1074  7C 

Average 

Rank 

1974-76 

ACF  Industries 

9.1% 

543 

4.9% 

12.6% 

538 

20.8% 

Ex-Cell-O 

9.1 

544 

38.8 

3.8 

965 

5.4 

Federated  Dept  Stores 

9.1 

544 

15.9 

11.9 

592 

24.8 

Stokely-Van  Camp 

9.1 

546 

-17.5 

9.2 

784 

3.6 

Warner-Lambert 

9.1 

547 

7.7 

13.5 

460 

15.3 

Clark  Equipment 

9.1 

548 

33.9 

13.4 

468 

-A  ^ 

Martin  Marietta 

9.1 

548 

34.9 

5.4 

935 

17.1 

Harcourt  Brace  Jovan 

9.1 

550 

33.5 

13.3 

477 

46.9 

Texas  Eastern 

9.0 

551 

26.7 

15.0 

376 

49.5 

McGraw-Hill 

9.0 

552 

41.1 

6.6 

897 

17.3 

A  H  Robins 

9.0 

553 

-4.9 

12.2 

564 

21.7 

Hanover  Insurance 

9.0 

554 

181.0 

13.1 

490 

36.0 

Man/land  Cup 

9.0 

555 

43.6 

13.5 

462 

33.4 

Fischbach  &  Moore 

9.0 

556 

0.6 

17.0 

265 

3.8 

Continental  Corp 

8.9 

557 

129.3 

8.5 

820 

26.9 

Consol  Natural  Gas 

8.9 

558 

77.2 

11.2 

650 

41.2 

Wheeling-Pitts  Steel 

8.9 

558 

P-D 

11.1 

659 

-1.2 

Turner  Construction 

8.8 

560 

-12.5 

5.5 

931 

-6.7 

Kraft 

8.8 

561 

21.1 

10.6 

701 

7.5 

Safeco 

8.7 

562 

159.2 

11.8 

596 

31.9 

Wm  Wrigley  Jr 

8.7 

563 

9.7 

12.3 

555 

19.5 

Eaton 

8.7 

564 

36.5 

10.9 

679 

19.6 

Dun  &  Bradstreet  Cos 

8.7 

565 

25.4 

11.3 

638 

14.2 

Amerace 

8.6 

566 

-0.3 

7.2 

878 

19.9 

Nortrust  Corp 

8.6 

566 

4.7 

16.7 

280 

-5.7 

Wallace— Murray 

8.6 

566 

100.6 

8.3 

828 

41.8 

Browning-Ferris  Inds 

8.6 

569 

48.6 

19.7 

164 

11.7 

Peoples  Gas 

8.6 

569 

14.5 

14.5 

404 

67.6 

Sheller-Globe 

8.6 

569 

3.2 

15.5 

346 

33.5 

Wachovia  Corp 

8.6 

572 

8.8 

13.8 

442 

-2.6 

CleveTrust  Corp 

8.6 

573 

13.4 

13.7 

448 

8.5 

Ohio  Casualty 

8.6 

574 

126.9 

13.3 

474 

54.1 

Southwestern  Pub  Svc 

8.5 

575 

43.1 

15.8 

328 

68.4 

Warner  Commun 

8.5 

575 

106.7 

15.2 

364 

36.4 

Scott  &  Fetzer 

8.5 

577 

46.2 

16.6 

287 

25.5 

Interco 

8.5 

578 

11.3 

11.5 

627 

15.7 

Trans  Union 

8.4 

579 

47.3 

22.9 

105 

38.6 

Amer  Medical  Intl 

8.4 

580 

95.0 

29.4 

47 

66.9 

Consolidated  Edison 

8.4 

581 

31.0 

16.5 

290 

13.2 

ARA  Services 

8.4 

582 

9.0 

12.9 

508 

17.2 

Hobart 

8.3 

583 

20.8 

12.6 

537 

17.0 

Arizona  Public  Serv 

8.3 

584 

27.1 

18.6 

203 

40.8 

Avon  Products 

8.3 

584 

27.0 

11.7 

609 

16.8 

Purex 

8.3 

586 

15.5 

5.9 

922 

13.0 

Safeway  Stores 

8.3 

587 

-8.5 

13.9 

434 

15.6 

Pacinian  KnHab 

8.2 

588 

1.3 

11.1 

654 

15.6 

B  F  Goodrich 

8.2 

589 

141.6 

9.0 

800 

12.2 

Am  Natural  Resources 

8.1 

590 

15.0 

13.3 

477 

46.8 

Fleetwood  Enterprises 

8.1 

591 

150.9 

23.7 

98 

75.1 

Quaker  Oats 

8.1 

592 

37.6 

16.1 

312 

15.2 

*svhmn 

8.0 

593 

16.2 

10.1 

734 

7.4 

Rockwell  Intl 

8.0 

594 

17.0 

13.9 

431 

20.8 

Whirlpool 

8.0 

595 

97.1 

6.9 

885 

19.3 

Northwest  Airlines 

7.9 

596 

51.6 

14.7 

399 

20.7 

Champion  Spark  Plug 

7.9 

597 

-1.1 

9.5 

770 

19.0 

Southern  Union 

7.9 

598 

-40.8 

25.7 

79 

57.3 

Charter  New  York 

7.8 

599 

6.1 

17.5 

248 

-13.8 

Colonial  Stores 

7.8 

600 

-7.3 

7.9 

847 

8.0 

SmithKline  Corp 

7.7 

601 

23.8 

11.7 

604 

22.9 

Public  Service  Ind 

7.7 

602 

25.8 

12.7 

532 

43.7 

Garfinckel  Brooks  Bros 

7.6 

603 

20.1 

9.6 

761 

14.6 

Dayco 

7.6 

604 

41.6 

9.3 

782 

23.5 

Mellon  National  Corp 

7.6 

605 

14.0 

18.9 

191 

-10.0 

Dow  Jones 

7.6 

606 

47.0 

12.2 

562 

31.7 

First  Bank  System 

7.6 

607 

12.6 

14.9 

386 

10.4 

Natl  Detroit  Corp 

7.5 

608 

12.9 

13.1 

490 

-5.4 

*  The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables,   t  Latest  12  months.    P-D  Profit  to  deficit. 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.4% 


Earnings  Per  Share 


Sales 


5-Year* 

1977f  vs 

5-Year* 

1977t  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Northwestern  Steel 

7.4°/, 

,  609 

-41.0% 

13.0% 

501 

-6.1% 

Cincinnati  M Macron 

7.3 

610 

73.6 

10.2 

729 

11.5 

American  Cyanamid 

7.3 

611 

-8.1 

10.1 

732 

19.1 

Corning  Glass  Works 

7.3 

612 

65.8 

11.7 

610 

10.6 

So  Calif  Edison 

7.3 

613 

9.8 

17.0 

265 

22.6 

Borg-Warner 

7.3 

614 

49.3 

9.4 

777 

12.0 

American  Greetings 

7.3 

615 

41.3 

11.7 

610 

14.9 

United  States  Shoe 

7.3 

616 

17.0 

10.6 

699 

28.1 

Stewart-Warner 

7.2 

617 

16.1 

7.6 

862 

10.2 

Textron 

7.2 

618 

25.7 

7.4 

872 

14.5 

N  L  Industries 

7.1 

619 

-13.9 

8.6 

818 

8.3 

New  York  Times 

7.1 

620 

45.1 

9.8 

749 

17.1 

American  Tel  &  Tel 

7.1 

621 

24.2 

11.3 

642 

20.8 

George  A  Hormel 

7.0 

622 

44.9 

8.4 

823 

9.4 

Ingersoll-Rand 

7.0 

622 

-11.6 

16.4 

296 

20.4 

Strawbridge  &  Clothier 

7.0 

622 

13.8 

9.2 

791 

11.7 

Pet 

7.0 

625 

12.0 

7.4 

869 

4.5 

Scott  Paper 

7.0 

626 

-10.7 

10.3 

713 

21.3 

Jos  Schlitz  Brewing 

7.0 

627 

-40.9 

13.1 

494 

3.3 

United  Telecom 

6.9 

628 

29.6 

15.2 

362 

13.1 

Pamida 

6.9 

629 

-31.4 

22.4 

113 

20.9 

Armstrong  Cork 

6.8 

630 

5.0 

9.9 

747 

16.0 

General  Foods 

6.7 

631 

11.5 

12.9 

513 

22.1 

Insilco 

6.7 

631 

33.5 

6.6 

898 

12.7 

Gifford-Hill 

6.7 

633 

14.5 

18.7 

200 

20.0 

Florida  Power  &  Lt 

6.7 

634 

10.9 

20.2 

153 

26.6 

Foremost-McKesson 

6.7 

635 

12.8 

7.2 

878 

13.2 

Amfac 

6.6 

636 

-80.0 

20.8 

140 

9.8 

Square  D 

6.6 

636 

45.4 

13.1 

495 

21.5. 

Wisconsin  Elec  Power 

6.6 

638 

13.5 

12.1 

574 

26.8 

Sterling  Drug 

6.5 

639 

1.7 

10.3 

722 

17.5 

Interstate  United 

6.5 

640 

26.2 

9.4 

775 

15.9 

Brockway  Glass 

6.5 

641 

12.7 

13.7 

444 

32.5 

Macmillan 

6.5 

641 

19.5 

5.2 

939 

5.9 

Ford  Motor 

6.4 

643 

175.2 

10.8 

684 

37.0 

Seagram 

6.4 

643 

10.4 

6.3 

908 

12.6 

Maytag 

6.4 

645 

24.2 

8.6 

815 

19.1 

Sav-On-Drugs 

6.4 

646 

36.0 

10.8 

687 

22.8 

Alcoa 

6.3 

647 

46.6 

12.1 

578 

25.6 

Cullum  Companies 

6.3 

647 

129.0 

29.1 

51 

25.1 

Lincoln  Natl  Corp 

6.3 

647 

70.1 

11.4 

632 

27.1 

Gamble- Skogmc 

6.3 

650 

-46.6 

3.7 

967 

4.0 

INA 

6.3 

651 

85.4 

16.4 

294 

36.2 

Hercules 

6.3 

652 

-9.2 

12.9 

514 

9.0 

Cabot 

6.2 

653 

155.8 

13.4 

471 

35.6 

National  Fuel  Gas 

6.2 

654 

3.8 

13.0 

507 

45.2 

Diamond  Intl 

6.2 

655 

-9.1 

9.1 

799 

15.5  . 

J  C  Penney 

6.2 

655 

27.8 

12.1 

578 

16.1 

Sun  Chemical 

6.1 

657 

383.9 

19.5 

171 

18.7 

Tampa  Electric 

6.0 

658 

4.7 

20.5 

148 

34.4 

Miles  Laboratories 

6.0 

659 

-2.5 

8.0 

843 

13.3 

Fruehauf 

6.0 

660 

72.9 

21.0 

137 

31.7 

General  Tel  &  Elec 

6.0 

661 

42.4 

11.7 

613 

21.3 

Bank  of  New  York 

6.0 

662 

-7.5 

11.5 

629 

4.3. 

Houston  Industries 

6.0 

662 

28.8 

18.3 

222 

55.9 

Purolator 

5.9 

664 

-18.9 

13.6 

456 

13.1 

Chemical  New  York 

5.9 

665 

7.2 

22.4 

114 

2.4 

Clorox 

5.9 

665 

43.6 

22.7 

111 

33.0 

National  Can 

5.9 

667 

18.1 

16.5 

290 

26.1 

Texas  Utilities 

5.8 

668 

12.8 

15.2 

369 

45.8 

Munford 

5.7 

669 

-76.2 

16.4 

294 

20.5 

Servomation 

5.7 

670 

55.8 

6.8 

886 

10.0 

General  Cable 

5.7 

671 

3.0 

4.2 

959 

43.5 

Security  Pacific 

5.7 

672 

41.3 

18.5 

209 

6.9 

Johnson  Controls 

5.6 

673 

103.2 

9.3 

781 

21.0 

Texaco 

5.6 

673 

-12.5 

27.4 

60 

13.5 

Earnings  Per  Share 


Sales 


5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

General  Motors 

5.6% 

675 

89.0% 

10.3% 

718 

38.7% 

Kroger 

5.6 

676 

36.3 

8.6 

815 

21.6 

National  Steel 

5.5 

677 

-46.2 

13.8 

443 

16.2 

Masonite 

5.4 

678 

64.3 

14.7 

397 

29.7 

National  Gypsum 

5.4 

679 

33.8 

8.0 

840 

21.8 

Columbus  &  So  Ohio 

5.4 

680 

16.8 

16.7 

277 

30.9 

Federal-Mogul 

5.3 

681 

113.9 

8.3 

831 

22.8 

Zale 

5.3 

682 

-3.2 

9.7 

751 

13.0 

Chromalloy  American 

5.2 

683 

28.4 

17.5 

251 

29.3 

Honeywell 

5.1 

684 

43.3 

8.5 

821 

7.3 

Sears,  Roebuck 

5.1 

685 

56.4 

8.3 

826 

19.9 

ERC 

5.0 

686 

68.5 

14.8 

388 

47.4 

Harris  Corp 

4.9 

687 

185.6 

8.8 

804 

41.7 

American  Brands 

4.9 

688 

6.2 

8.1 

838 

12.7 

Carter  Hawley  Hale 

4.8 

689 

9.3 

11.8 

601 

15.7 

G  C  Murphy 

4.8 

690 

15.2 

7.2 

880 

16.9 

Avondale  Mills 

4.8 

691 

16.3 

10.4 

710 

20.9 

Pa  Power  &  Light 

4.7 

692 

19.9 

15.9 

327 

32.9 

Intl  Tel  &  Tel 

4.6 

693 

26.6 

12.5 

543 

11.7 

New  England  G  &  E 

4.6 

694 

23.1 

18.6 

205 

21.4 

GATX 

4.6 

695 

-34.3 

10.5 

708 

3.6 

BancOhio  Corp 

4.6 

696 

10.9 

19.5 

173 

16.2 

Wisconsin  Pub  Svc 

4.6 

696 

-4.1 

16.2 

305 

30.5 

Central  &  South  West 

4.5 

698 

7.8 

16.5 

290 

49.5 

Lone  Star  Industries 

4.5 

698 

20.9 

17.0 

264 

21.6 

NICOR 

4.5 

698 

37.0 

16.6 

284 

53.9 

Pacific  Pwr  &  Lt 

4.5 

698 

-8.8 

12.9 

508 

27.3 

Warner  &  Swasey 

4.5 

702 

23.7 

10.5 

706 

1.7 

F  W  Woolworth 

4.5 

703 

-10.3 

12.8 

521 

15.6 

Potomac  Elec  Power 

4.3 

704 

25.1 

17.4 

254 

30.2 

Columbia  Gas  System 

4.3 

705 

15.0 

12.3 

557 

33.2 

Gulf  United 

4.3 

706 

24.6 

11.5 

625 

22.7 

Burlington  Inds 

4.3 

707 

8.0 

4.8 

947 

9.0 

Outboard  Marine 

4.3 

708 

17.0 

9.9 

744 

21.0 

Middle  South  Utils 

4.2 

709 

9.4 

16.2 

308 

44.7 

National  Svc  Inds 

4.2 

710 

24.0 

8.2 

833 

12.5 

Jewel  Companies 

4.2 

711 

10.0 

10.8 

687 

12.2 

Western  Bancorp 

4.2 

711 

30.1 

13.5 

458 

4.9 

Washington  Natl  Corp 

4.1 

713 

25.5 

15.2 

364 

62.8 

CIT  Financial 

4.1 

714 

-8.5 

5.2 

940 

9.1 

American  Airlines 

4.1 

715 

355.4 

9.6 

765 

22.7 

St  Louis-San  Fran  Ry 

4.0 

716 

46.4 

7.7 

858 

16.5 

Del  E  Webb 

4.0 

717 

114.6 

4.2 

958 

28.7 

Nabisco 

3.9 

718 

15.6 

15.0 

382 

8.0 

Cyclops 

3.9 

719 

10.7 

14.0 

427 

9.2 

Merrill  Lynch  &  Co 

3.8 

720 

-21.2 

11.7 

610 

15.9 

Cleveland  Elec  Ilium 

3.8 

721 

33.3 

15.2 

358 

26.4 

Utah  Power  &  Light 

3.8 

721 

-7.4 

16.8 

273 

33.7 

E  1  du  Pont 

3.8 

723 

37.5 

11.8 

601 

21.7 

Philadelphia  Natl 

3.8 

723 

4.1 

18.5 

213 

-5.0 

Libbey-Owens-Ford 

3.8 

725 

46.5 

9.7 

758 

28.4 

Gillette 

3.8 

726 

-6.3 

14.6 

403 

13.5 

P  R  Mallory 

3.7 

727 

100.0 

11.1 

653 

32  1 

Hiram  Walker 

3.7 

728 

4.2 

4.3 

956 

-0.1 

Carolina  Pwr  &  Lt 

3.7 

729 

1.1 

20.7 

143 

32.4 

Nashua 

3.6 

730 

76.7 

21.1 

134 

20.0 

Fieldcrest  Mills 

3.6 

731 

111.8 

8.3 

827 

25.3 

So  New  England  Tel 

3.6 

732 

10.8 

10.2 

729 

16.3 

Kellwood 

3.6 

733 

123.0 

8.8 

806 

29.8 

Pitney-Bowes 

3.5 

734 

50.6 

11.7 

608 

22.3 

Alcan  Aluminium 

3.5 

735 

103.4 

12.7 

530 

20.6 

Oklahoma  Gas  &  Elec 

3.5 

736 

3.7 

15.9 

326 

51.4 

Sherwin-Williams 

3.5 

736 

P-D 

10.0 

740 

14.5 

Newmont  Mining 

3.5 

738 

-68.2 

20.6 

144 

-1.7 

National  Airlines 

3.5 

739 

-71.1 

9.4 

777 

36.6 

Chase  Manhattan  Corp 

3.4 

740 

-20.6 

22.4 

114 

-3.6 

The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables,    t  Latest  12  months.    P-D  Profit  to  deficit. 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.4% 


Earnings  Per  Share  Sales 


5-Year 

1  Q"T7+  ut 
17/  /  J  VS 

C  Voir' 

d-  Tear 

1  Q77+  ... 
13/  /T  VS 

Compsny 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Armstrong  Rubber 

3.4% 

741 

185.0% 

9.2% 

788 

25.8% 

Lane  Bryant 

3.2 

742 

16.3 

7.0 

884 

2.8 

New  England  Electric 

3.2 

743 

10.4 

13.5 

460 

18.0 

City  Investing 

3.1 

744 

114.8 

13.7 

449 

30.6 

Johns-Manville 

3.1 

744 

45.3 

129 

511 

21.2 

No  States  Power 

3.1 

746 

15.6 

13.2 

486 

31.5 

Associated  Dry  Goods 

3.1 

747 

4.0 

10.1 

737 

5.1 

Anchor  Hocking 

3.1 

748 

18.6 

12.0 

586 

25.3 

Anheuser-Busch 

3.1 

749 

21.2 

13.1 

493 

18.1 

Green  Giant 

3.0 

750 

-31.8 

13.4 

472 

1.6 

Rochester  Gas  &  Elec 

3.0 

751 

22.5 

11.9 

589 

23.5 

Continental  Tel 

2.9 

752 

19.7 

12.4 

549 

19.3 

Florida  Power 

2.8 

753 

34.9 

23.7 

98 

32.1 

A  B  Dick 

2.7 

754 

18.9 

13.1 

490 

12.7 

Pacific  Gas  &  Elec 

2.7 

755 

9.6 

14.5 

405 

48.2 

Allegheny  Power 

2.7 

756 

5.9 

16.3 

304 

20.5 

Beneficial  Corp 

2.7 

756 

-11.2 

7.1 

882 

13.9 

Gulf  States  Utils 

2.7 

758 

4.5 

15.4 

349 

42.4 

Long  Island  Lighting 

2.7 

759 

12.7 

15.4 

352 

22.2 

Supermarkets  General 

2.7 

760 

97.3 

13.3 

479 

14.1 

Chubb 

2.6 

761 

141.0 

13.8 

440 

23.6 

AMF 

2.5 

762 

29.0 

8.8 

805 

16.2 

Southern  Pacific 

2.5 

762 

22.1 

7.2 

881 

17.8 

Carrier 

2.5 

764 

173.6 

11.6 

616 

27.0 

Greyhound 

2.5 

765 

2.6 

13.5 

458 

1.8 

Firestone 

2.5 

766 

-21.8 

9.4 

773 

11.8 

Pabst  Brewing 

2.5 

767 

8.3 

10.6 

703 

10.9 

Savannah  Foods 

2.5 

768 

145.0 

15.0 

374 

-27.7 

Gerber  Products 

2.4 

769 

-4.0 

7.8 

850 

13.5 

United  States  Gypsum 

2.4 

770 

45.3 

12.1 

572 

26.5 

Holiday  Inns 

2.3 

771 

40.7 

9.5 

769 

6.6 

Ryder  System 

2.3 

772 

575.7 

23.2 

103 

35.1 

Niagara  Mohawk  Power 

2.2 

773 

3.9 

12.8 

521 

23.9 

Avco 

2.1 

774 

83.3 

2.7 

977 

11.6 

First  Natl  Boston 

2.1 

775 

-7.2 

19.6 

168 

2.9 

NY  State  Elec  &  Gas 

2.1 

776 

-6.8 

12.0 

585 

28.2 

Pacific  Lighting 

2.1 

776 

23.6 

9.2 

793 

32.0 

Flintkote 

2.1 

778 

22.8 

5.2 

938 

19.3 

Duke  Power 

2.1 

779 

23.2 

18.5 

209 

27.9 

Laclede  Gas 

2.1 

780 

15.1 

11.5 

629 

53.7 

General  Public  Utils 

2.0 

781 

21.4 

16.6 

289 

27.3 

Koehring 

2.0 

782 

91.5 

7.9 

844 

-2.0 

No  Indiana  Pub  Svc 

2.0 

783 

1.7 

13.2 

480 

42.5 

McDonnell  Douglas 

1.9 

784 

16.0 

3.8 

965 

4.5 

Oxford  Industries 

1.8 

785 

12.5 

9.2 

791 

6.7 

Household  Finance 

1.8 

786 

2.6 

12.3 

555 

20.5 

Baltimore  Gas  &  Elec 

1.7 

787 

-3.4 

13.8 

440 

15.5 

Bankers  Trust  NY 

1.7 

788 

-15.8 

20.1 

157 

-8.4 

ConAgra 

1.7 

789 

579.8 

17.8 

237 

-8.6 

Ohio  Edison 

1.7 

789 

12.2 

14.8 

390 

32.6 

Paine  Webber 

1.6 

791 

34.7 

14.3 

413 

43.2 

Walgreen 

1.6 

791 

44.2 

7.7 

857 

13.1 

American  Elec  Power 

1.6 

793 

6.4 

17.7 

240 

25.2 

Northeast  Utilities 

1.6 

794 

-1.2 

14.4 

410 

20.5 

Borman's 

1.5 

795 

-1.5 

6.6 

896 

16.3 

Polaroid 

1.4 

796 

52.3 

12.1 

576 

18.8 

Waltpr  F  Hpllor  Inn 

1  A 

7Q7 

D.O 

889 

9.8 

Public  Service  Colo 

1.4 

798 

-7.6 

15.0 

378 

32.5 

Gardner-Denver 

1.3 

799 

-4.7 

15.2 

368 

19.6 

Culbro 

1.3 

800 

40.7 

6.8 

888 

13.2 

Gas  Service 

1.3 

801 

-6.8 

9.6 

763 

47.8 

Magic  Chef 

1.3 

802 

403.6 

15.8 

329 

44.7 

McGraw-Edison 

1.2 

803 

53.3 

7.7 

858 

11.2 

Consolidated  Foods 

1.2 

804 

58.7 

10.6 

703 

16.4 

Crocker  Natl  Corp 

1.2 

805 

26.9 

16.1 

313 

4.3 

Trane 

1.2 

806 

44.0 

11.0 

668 

11.7 

*  The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables 


Earnings  Per  Share  Sales 


r  nmnanu 

5-Year* 

1977t  vs 

5-Year* 

1977t  vs 

venge 

Rank 

1974-76 

Average 

Rank 

1974-76 

Allied  Van  Lines 

1.1% 

807 

93.8% 

Q  9% 

J.C.  /o 

79.7 

/Of 

OR  QO/ 
/O 

Goodyear 

1.1 

808 

46.8 

10.2 

729 

17.4 

Southern  Company 

1.1 

809 

15.6 

20.0 

161 

36.6 

Marshall  Field 

1.0 

810 

-1.7 

6.4 

905 

12.4 

Washington  Gas  Light 

1.0 

811 

64.2 

11.3 

644 

36.4 

NCNB 

1.0 

812 

20.2 

19.3 

IOC 

— *+.  J 

Southwest  Forest  Inds 

1.0 

813 

103.0 

23.1 

104 

26.3 

Fairmont  Foods 

0.9 

814 

-37.4 

8.0 

842 

3.0 

Transco  Companies 

0.9 

815 

76.7 

8.8 

808 

24.6 

So  Carolina  E  &  G 

0.8 

816 

27.7 

18.1 

231 

30.1 

DeSoto 

0.8 

817 

233.9 

6.2 

913 

Va  Electric  &  Power 

0.7 

818 

7.8 

20.4 

150 

36.1 

Cincinnati  G  &  E 

0.6 

819 

67.9 

12.7 

529 

40.2 

Gray  Drug  Stores 

0.5 

820 

43.8 

11.3 

636 

19.4 

Union  Electric 

0.5 

821 

-1.8 

13.1 

498 

31.6 

Commonwealth  Edison 

0.4 

822 

2.0 

13.0 

502 

20  8 

Brooklyn  Union  Gas 

0.4 

823 

24.8 

12^8 

519 

50.9 

Duquesne  Light 

0.4 

824 

-7.6 

16.7 

280 

24.9 

Clark  Oil  &  Refining 

0.3 

825 

301.0 

18.6 

202 

31.8 

Frederick  &  Herrud 

0.1 

826 

-16.8 

29.9 

42 

-4.2 

San  Diego  Gas  &  Elec 

0.0 

827 

20.0 

18.2 

225 

32.5 

Westinghouse  Elec 

-0.1 

828 

81.6 

7.3 

874 

3.8 

Consumers  Power 

-0.1 

829 

43.3 

16.3 

300 

24.5 

Control  Data 

-0.1 

829 

76.4 

12.4 

545 

11.2 

Scot  Lad  Foods 

-0.3 

831 

-81.1 

10.0 

741 

5.7 

r  vUpIO  JIUlCj 

-0.3 

832 

151.7 

893 

30  7 

Alterman  Foods 

-0.3 

833 

30.7 

11.8 

598 

27.9 

Simmons 

-0.3 

834 

-36.1 

9.2 

784 

2.8 

Brown  Group 

-0.4 

835 

31.2 

11.1 

663 

12.8 

ASARCO 

-0.5 

836 

-63.5 

9.1 

798 

-10.3 

Delmarva  Power  &  Lt 

-0.5 

837 

-3.4 

17.7 

241 

18.8 

Pub  Svc  Elec  &  Gas 

-0.6 

838 

25.4 

15.5 

346 

21.2 

Ruddick 

-0.6 

838 

136.9 

9.0 

801 

31.3 

Illinois  Power 

-0.6 

840 

3.3 

12.1 

572 

37.9 

Phila  Electric 

-0.6 

841 

10.2 

15.8 

331 

21.6 

Levitz  Furniture 

-0.7 

842 

273.8 

20.7 

142 

14.7 

Congoleum 

-0.7 

843 

679.0 

9.2 

784 

-8.0 

Coca-Cola  Bottling  NY 

-0.8 

844 

28.8 

17.2 

257 

13.1 

Hart  Schaff  &  Marx 

-0.8 

845 

32.5 

6.7 

892 

10.0 

Central  III  Pub  Svc 

-0.8 

846 

16.2 

14.1 

423 

43.2 

El  Paso  Company 

-1.0 

847 

-56.5 

6.8 

890 

21.5 

Cannon  Mills 

-1.1 

848 

-6.4 

5.5 

932 

14.9 

Ceco 

-1.3 

849 

-87.5 

6.6 

900 

-6.4 

Girard 

-1.3 

850 

41.3 

16.1 

313 

-6.2 

Cyprus  Mines 

-1.4 

851 

-69.2 

17.2 

257 

-12.8 

Fns  iifav 

bUUIIaA 

-1.4 

852 

12.5 

6.0 

917 

15.7 

Republic  Natl  Life 

-1.5 

853 

22.4 

2.1 

982 

2.8 

Thriftimart 

-1.5 

854 

D-P 

3.5 

970 

0.1 

Dayton  Power  &  Light 

-1.6 

855 

-2.9 

13.5 

462 

25.9 

Collins  &  Aikman 

-1.7 

856 

36.9 

9.7 

756 

24.9 

Thrift**!  C*i\m 

1  Ml  II  Ij  \J 

-1.8 

857 

47.5 

10.6 

699 

30.1 

GAF 

-1.9 

858 

P-D 

8.3 

829 

-0.4 

Investors  Div  Svcs 

-2.3 

859 

125.0 

7.3 

873 

31.8 

Liggett  Group 

-2.3 

859 

-93.1 

3.1 

975 

12.1 

Hyatt  Corp 

-2.6 

861 

1,546.0 

18.1 

230 

40.0 

Roper  Corp 

-2.6 

862 

153.4 

9.7 

760 

13.1 

Detroit  Edison 

-2.7 

863 

31.2 

14.8 

392 

33.3 

Rohm  &  Haas 

-2.7 

864 

P-D 

15.5 

340 

6.7 

Chic  Pneumatic  Tool 

-2.7 

865 

-58.9 

10.9 

682 

5.8 

Uniroyal 

-2.9 

866 

94.5 

7.4 

867 

14.2 

Mohasco 

-3.0 

867 

-1.1 

12.4 

548 

9.3 

J  Weingarten 

-3.0 

868 

P-D 

9.4 

774 

15.9 

Western  Union 

-3.3 

869 

66.4 

7.4 

867 

11.8 

Fidelcor 

-3.3 

870 

-17.2 

15.6 

338 

-9.1 

Continental  Airlines 

-3.6 

871 

624.8 

11.6 

620 

17.4 

Skyline 

-3.6 

871 

96.4 

5.7 

925 

42.0 

t  Latest  12  months.    P-D  Profit  to  deficit.    D-P  Deficit  to  profit. 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator  6  4% 


Earnings  Per  Share 


Sales 


5- Year* 

1977t  vs 

5- Year* 

19771  vs 

Company 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Allied  Products 

-3.7% 

873 

-70.1% 

5.9% 

921 

2.0% 

Morton-Norwich 

-4.0 

874 

194.4 

10.3 

716 

17.7 

Southeast  Banking 

-4.0 

875 

-14.6 

26.8 

67 

8.4 

Winnebago  Industries 

-4.2 

876 

D-P 

23.8 

95 

43.3 

Bethlehem  Steel 

-4.5 

877 

P-D 

11.0 

665 

0.7 

Boston  Edison 

-4.6 

878 

-14.3 

16.2 

308 

13.2 

Hoover  Co 

-5.0 

879 

97.6 

9.1 

795 

60 

Zenith  Radio 

-5.2 

880 

-43.9 

7.4 

871 

8.0 

Zayre 

-5.4 

881 

100.9 

9.6 

763 

9.6 

Ramada  Inns 

-5.5 

882 

62.8 

19.5 

176 

26.2 

Phelps  Dodge 

-5.6 

883 

-89.0 

6.1 

914 

4.2 

First  Penna  Corp 

-5.6 

884 

2.7 

17.1 

262 

-1.5 

Wickes 

-5.6 

885 

527.3 

15.8 

332 

24.4 

Bache  Group 

-5.8 

886 

-67.0 

5.4 

934 

27.5 

Union  Bancorp 

-6.1 

887 

17.3 

-6.5 

1001 

-5.1 

A  0  Smith 

-6.1 

888 

420.5 

7.3 

876 

31.2 

Saxon  Industries 

-6.5 

889 

19.6 

13.9 

432 

14.9 

Olympia  Brewing 

-6.6 

890 

60.8 

15.5 

340 

31.7 

Jonathan  Logan 

-6.6 

891 

28.9 

5.5 

929 

19.5 

First  Wisconsin  Corp 

-7.3 

892 

46.9 

14.7 

394 

1.6 

Chic  &  North  Western 

-7.5 

893 

270.6 

6.5 

903 

13.8 

NN  Corp 

-7.6 

894 

D-P 

11.8 

599 

13.7 

U  S  Home 

-7.7 

895 

251.0 

21.6 

126 

29.3 

Sperry  &  Hutchinson 

-7.9 

896 

52.3 

2.6 

980 

12.0 

Amer  Re-Insurance 

-8.1 

897 

854.6 

11.5 

623 

27.9 

Chrysler 

-8.1 

898 

D-P 

11.1 

655 

30.6 

Akzona 

-8.4 

899 

-42.6 

13.6 

455 

8.9 

Evans  Products 

-8.6 

900 

D-P 

8.6 

815 

-2.3 

Trans  World  Airlines 

-8.7 

901 

D-P 

17.6 

247 

20.2 

Bergen  Brunswig 

-8.8 

902 

P-D 

8.7 

813 

17.9 

Phillips-Van  Heusen 

-8.9 

903 

87.8 

4.8 

949 

3.9 

Rose's  Stores 

-9.1 

904 

216.5 

14.2 

414 

9.7 

Kennecott  Copper 

-9.1 

905 

P-D 

5.2 

941 

-0.8 

Cluett,  Pea  body 

-10.1 

906 

244.2 

2.6 

978 

10.4 

Goldblatt  Brothers 

-10.2 

907 

-2.4 

4.4 

954 

6.1 

Alexander's 

-10.5 

908 

3.5 

5.0 

945 

16.5 

Bell  &  Howell 

-11.3 

909 

-2.5 

6.6 

895 

11.4 

Scovill  Mfg 

-11.4 

910 

D-P 

5.3 

937 

17.1 

Fuqua  Industries 

-12.8 

911 

950.0 

10.2 

725 

11.6 

Di  Giorgio 

-13.0 

912 

966.7 

9.9 

744 

32.4 

Marine  Midland  Banks 

-13.1 

913 

-19.9 

12.9 

512 

-18.2 

Whittaker 

-13.2 

914 

86.6 

1.7 

985 

-4.7 

BanCal  Tri-State 

-13.6 

915 

36.5 

11.4 

631 

-8.2 

Citizens  &  Southern 

-13.6 

916 

-38.7 

12.2 

562 

-2.4 

Questor 

-16.4 

917 

90.0 

8.8 

810 

11.3 

U  S  Industries 

-16.6 

918 

116.5 

4.1 

960 

-6.9 

Business  Men's  Assur 

-17.2 

919 

D-P 

7.6 

863 

8.5 

Ludlow  Corp 

-17.3 

920 

270.4 

5.4 

936 

11.9 

Monfort  of  Colorado 

-17.7 

921 

42.3 

11.8 

593 

9.2 

Litton  Industries 

-19.0 

922 

D-P 

6.8 

886 

8.3 

Food  Fair 

-19.2 

923 

6.6 

6.7 

891 

-0.8 

Ingredient  Technology 

-21.7 

924 

D-P 

17.6 

246 

-7.5 

Manhattan  Industries 

-22.7 

925 

D-P 

7.8 

855 

16.5 

Kaufman  &  Broad 

-24.0 

926 

D-P 

13.3 

476 

21.9 

Bunker-Ramo 

-25.5 

927 

D-P 

5.0 

942 

8.3 

United  Brands 

—  £0.  1 

y^o 

n  d 
U—r 

y.y 

/4d 

10.1 

Vornado 

-34.4 

929 

P-D 

3.4 

972 

-0.1 

Sav-A-Stop 

-38.9 

930 

D-P 

10.0 

742 

1.0 

M  Lowenstein  &  Sons 

-39.6 

931 

D-D 

5.5 

932 

0.4 

Reliance  Group 

-47.5 

932 

D-P 

1.1.3 

642 

26.7 

Addressograph  Multi 

-47.6 

933 

P-D 

6.3 

912 

7.7 

Amer  Beef  Packers 

P-D 

934 

D-D 

10.4 

712 

-50.0 

Arden-Mayfair 

P-0 

934 

D-P 

-2.8 

998 

-22.8 

Champion  Home 

P-D 

934 

D-D 

10.6 

703 

13.3 

City  Stores 

P-D 

934 

D-D 

-0.1 

993 

-13.1 

CNA  Financial 

P-D 

934 

D-P 

5.8 

924 

17.6 

Commonwealth  Oil  Rfg 

P-D 

934 

D-D 

31.2 

36 

-0.2 

*  The  growth  rate  may  be  tor  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables, 
ranked.    **  Not  available:  not  ranked. 


■ 

Earnings  Per  Share 

Sales 

Company 

5-Year 

1977T  vs 

5-Year* 

1977t  vs 

Average 

Rank 

1974-76 

Average 

Rank 

1974-76 

Cook  United 

P-D 

934 

D-P 

-4.3°/< 

999 

0.9% 

Daylin 

P-D 

934 

D-P 

2.1 

983 

-27.9 

Eastern  Air  Lines 

P-D 

934 

D-P 

11.3 

637 

18.2 

Fedders 

P-D 

934 

D-D 

1.6 

986 

16.4 

First  Natl  Stores 

P-D 

934 

D-D 

3.4 

971 

2.6 

General  Host 

P-D 

934 

D-P 

6.6 

893 

-1.9 

Genesco 

P-D 

934 

P-D 

-1.0 

996 

-10.7 

Govt  Employees  Ins 

P-D 

934 

D-P 

10.3 

718 

-19.6 

Great  Atl  &  Pac  Tea 

P-D 

934 

D-P 

3.9 

964 

6.3 

Grolier 

P-D 

934 

D-D 

1.9 

984 

-12.3 

Hartfield-Zodys 

P-D 

934 

D-P 

7.4 

870 

8.2 

Intl  Foodservice 

P-D 

934 

D-D 

26.6 

70 

-3.5 

Lykes 

P-D 

934 

P-D 

11.2 

646 

6.3 

Memorex 

P-D 

934 

280.1% 

24.9 

89 

54.7 

National  Kinney 

P-D 

934 

D-D 

-1.0 

995 

-21.4 

Philips  Industries 

P-D 

934 

D-P 

5.0 

946 

21.4 

Pueblo  International 

P-D 

934 

D-D 

4.7 

950 

-23.9 

Rapid-American 

P-D 

934 

D-P 

4.0 

961 

-1.8 

Revere  Copper 

P-D 

934 

D-P 

7.0 

883 

24.6 

Rohr  Industries 

P-D 

934 

D-P 

6.3 

910 

-18.1 

F  &  M  Schaefer 

P-D 

934 

D-P 

3.6 

968 

-13.1 

Seatrain  Lines 

P-D 

934 

D-P 

22.8 

106 

43.4 

Shop  Rite  Foods 

P-D 

934 

P-D 

3.9 

962 

-5.4 

Shopwell 

P-D 

934 

D-P 

8.4 

825 

14.9 

Singer 

P-D 

934 

D-P 

2  7 

976 

-0.2 

Southdown 

P-D 

934 

D-D 

10.7 

697 

-11.1 

Tappan 

P-D 

934 

D-P 

10.7 

690 

22.3 

Warnaco 

P-D 

934 

D-D 

7.6 

863 

9.1 

White  Motor 

P-D 

934 

D-P 

7.6 

860 

2.1 

Allied  Supermarkets 

D-D 

969 

D-D 

1.5 

988 

-16.3 

American  Export  Inds 

D-D 

969 

D-D 

5.0 

942 

-18.0 

Arlen  Realty  &  Dvpt 

D-D 

969 

D-D 

1.5 

987 

-3.3 

Chicago  Milwaukee 

D-D 

969 

D-D 

10.1 

733 

13.0 

Chicago  Rock  Island 

D-D 

969 

D-D 

4.7 

951 

6.0 

Columbia  Pictures 

D-D 

969 

300.6 

6.0 

918 

36.0 

National  Tea 

D-D 

969 

D-D 

-6.2 

1000 

-78.6 

Pan  Am  World  Airways 

D-D 

969 

D-P 

7.2 

877 

15.0 

Rath  Packing 

D-D 

969 

D-D 

7.3 

875 

-7.0 

Ward  Foods 

D-D 

969 

D-D 

-0.5 

994 

-16.6 

Allegheny  Airlines 

D-P 

D-P 

19.5 

177 

19.8 

Allis-Chalmers 

D-P 

86.1 

10.2 

725 

9.2 

American  Bakeries 

D-P 

74.1 

5.5 

927 

14.1 

American  Motors 

D-P 

D-P 

15.1 

370 

1.7 

American  Standard 

D-P 

74.0 

3.4 

972 

4.6 

Ampex 

D-P 

103.3 

-1.3 

997 

14.8 

Bangor  Punta 

D-P 

D-P 

0.0 

992 

13.0 

Boise  Cascade 

D-P 

30.4 

1.2 

989 

37.6 

Fairchild  Camera 

D-P 

-30.3 

11.8 

599 

23.2 

Foodarama  Supermkts 

D-P 

37.8 

2.3 

981 

10.4 

Grumman 

D-P 

8.1 

6.3 

909 

14.5 

Gulf  Resources  &  Chem 

D-P 

-72.6 

17.9 

234 

13.9 

Lockheed 

D-P 

23.7 

5.5 

929 

-1.0 

LTV 

D-P 

P-D 

5.5 

927 

0.3 

Mattel 

D-P 

114.1 

3.6 

968 

14.7 

McLouth  Steel 

D-P 

-82.8 

14.1 

422 

15.5 

MGM 

D-P 

15.4 

5.9 

922 

14.6 

Moore  McCormack  Res 

D-P 

2.2 

27.6 

57 

16.7 

National  Industries 

D-P 

-11.0 

15.5 

344 

25.5 

Oiin  Corp 

D-P 

27.3 

10.7 

692 

11.3 

Pneumo  Corp 

D-P 

18.3 

17.4 

252 

20.7 

Twentieth  Century-Fox 

D-P 

275.8 

12.8 

519 

40.1 

Wean  United 

D-P 

169.1 

4.6 

952 

-23.7 

Norin 

** 

P-D 

** 

5.5 

DPF 

** 

** 

** 

Penn-Dixie  Inds 

** 

** 

** 

** 

United  Merch  &  Mfrs 

** 

** 

*  * 

t  Latest  12  months.    P-D  Profit  to 

deficit. 

D-D  Deficit  to  deficit.    D-P  Deficit  to 

profit;  not 
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Who's  Where 

In  The  Stock  Market 


Obviously,  owning  stocks  is  riskier  than 
putting  your  money  in  a  bank  or  owning 
a  bond — so  much  so  that  as  a  rough  rule 
of  thumb  an  investor  should  aim  at  dou- 
bling his  money  over  five  years.  Yet  in 
the  last  five,  only  74  of  the  997  stocks  we 
measure  here  did  that  well.  Not  one  of 
the  Nifty  Fifty — the  kind  of  stock  the 
professionals  bought  five  years  ago — is 
among  the  big  winners.  In  fact,  with  the 
notable  exceptions  of  Boeing  and  Occi- 
dental Petroleum,  most  were  small  cap- 
italization stocks,  not  the  kind  the  insti- 
tutions buy. 

Where  are  the  famous  names  with  the 
huge  capitalizations,  like  IBM,  GM,  GE, 
Texaco,  Sears,  3M,  Kodak?  Among  the 
losers.  Some  of  the  best-managed  U.S. 


companies  were  sorry  investments. 

Only  392  stocks  show  any  gain,  vs.  602 
losers.  No  fewer  than  140  show  losses  of 
50%  to  92.5%.  The  two  median  perform- 
ers, New  England  Electric  and  Roper 
Corp.,  were  off  10%. 

The  list  shows  wide  loss  of  faith  in  the 
future  of  stocks.  Five  years  ago  price/ 
earnings  ratios  of  90  to  50  were  common. 
Now  only  five  companies  with  significant 
normal  earnings  had  a  multiple  of  over 
20,  including  Standard  Oil  (Ohio),  Na- 
tional Semiconductor  and  Chemetron. 
Only  29  more  had  P/Es  in  the  15-to-20 
range.  But  over  120  had  P/Es  of  5  or 
under.  Clearly,  today  a  P/E  of  10  de- 
notes a  high-multiple  stock. 

Perhaps  nothing  shows  better  how 


things  have  changed  than  this  simple 
fact.  The  stock  with  the  lowest  P/E, 
Chrysler — remember  Chrysler  back  in 
the  sizzling  Sixties? — shares  that  lowest 
spot  with  TWA.  Remember  when  How- 
ard Hughes  was  considered  crazy  for 
selling  his  control  of  TWA  for  almost  $90 
a  share?  Its  recent  price  was  $9. 

These  days  Chrysler  and  TWA  have  a 
P/E  of  just  3.  Obviously,  few  are  willing 
to  gamble  that  these  once-great  compa- 
nies can  even  survive.  It  all  goes  to  show 
how  stocks  that  made  people  rich  in  the 
Fifties  took  all  the  gains  back — and  then 
some — in  making  them  poor  in  the 
Seventies. 

Basing  his  conclusions  solely  on  the 
results  of  these  last  few  years,  any  inves- 
tor would  inevitably  conclude  that  com- 
mon stocks  were  a  poor  investment.  And 
so  they  have  been — recently.  The  thing 
to  keep  in  mind,  though,  is  this:  When- 
ever everyone  agrees  that  something  is 
true,  that  is  just  about  the  time  when  it  is 
no  longer  so.  ■ 


Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consumer  Price  Index:  44.9% 


Rank 

•77   76  Company 

5-Year              1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

1  *          Utd  Energy  Resources 

2  1         Moore  McCormack  Res 

3  5             Westmoreland  Coal 

4  6  E-Systems 

5  8                Earth  Resources 

425.9%**       35V2-    3  35V2 
422.9            38Va-    3V2  31% 
380.6            65V4-    7%  41% 
320.5            33  -    4%  26% 
300.0            21%-    4V2  I8V2 

11.8  $419 
5.7  179 
68  285 

3.7  99 
5.1  95 

$6.12  6 
5.24  6 
3.43  12 
4.75  6 
2.70  7 

$1.72  4.8% 
0.90  2.9 
1.60  3.8 
1.20  4.5 
1.00  5.4 

6  91                     Pneumo  Corp 

7  14  Teledyne 

8  *  Wyman-Gordon 

9  *           Service  Merchandise 
10     64                    Raymond  Intl 

284.9            19%-    2V2  15% 
266.1            78%-    6%  64'/4 
262.9           34  -    IV2  31% 
258.7           18%-      %  15V2 
255.4            28%-    4%  24% 

2.5  39 
11.8  757 
4.3  136 

8.2  127 

4.3  107 

3.45  5 
13.66  5 
4.66  7 
1.66  9 
4.55  5 

1.00  6.3 
none  0.0 
1.20  3.8 
0.10  0.6 
1.00  4.0 

1 1  323          Great  Western  United 

12  74                      Dean  Foods 

13  18              Athlone  Industries 

14  480  Amtel 

15  7        Archer  Daniels  Midland 

242.3  46%-     IV2  22V4 
237.5            27  -    5%  22y2 
231.1            16%-    3%  14% 
227.5            17  -    4V2  16% 

217.4  29%-    6%  20y2 

2.1  47 
2.0  45 

3.6  52 

4.7  77 
31.3  641 

2.62  8 
3.54  6 
2.70  5 
1.24  13 
1.92  11 

none  0.0 
0.80  3.6 
0.80  5.5 
0.44  2.7 
0.20  1.0 

16  37                  A  E  Staley  Mfg 

17  156                   Foster  Wheeler 

18  427  Inmont 

19  60  MGM 

20  40  Crane 

212.1  32V2-    5%  22% 
204.9            32%-    6V4  30% 
203.9            29%-    4%  29% 
202.4            23%-    2%  23[/4 

190.2  39  -    6%  28'/4 

11.1  251 
8.2  246 
79  234 

14.2  331 
10.2  288 

2.20  10 
3.02  10 
3.10  10 
2.23  10 
6.64  4 

1.00  4.4 
1.00  3.3 
1.00  3.4 
1.00  4.3 
1.40  5.0 

21  13             Diamond  Shamrock 

22  26  Koppers 

23  94             American  Standard 

24  54  Harnischfeger 

25  29  Amsted 

181.0            40  -    8V2  29V2 

179.4  30V4-    7%  24% 

175.5  36Va-    7%  36V2 
175.0            24%-    5%  17% 
174.3            59%-   16  57% 

36.7  1,082 
24.9  612 
12.4  454 
8.8  157 
5.4  308 

4.16  7 
2.34  11 
5.15  7 
2.49  7 
6.62  9 

1.40  4.7 
1.10  4.5 
2.00  5.5 
1.00  5.6 
2.60  4.5 

26  *               Northwest  Energy 

27  16  Northrop 

28  3  NVF 

29  12  McKee 

30  *            Consolidated  Papers 

173.2*4         43%-  11%  36% 
172.4            25  -    4%  21 
163.9             8V4-    1%  5% 
159.6            20%-    4%  16% 
158.6            34%-  11  32 

4.3  158 
13.8  291 
11.0  59 
3.2  54 
5.2  166 

5.49 

4.68  4 
1.20  4 
2.82  6 
4.47  7 

2.20  6.0 
1.20  5.7 
none  0.0 
1.00  5.9 
2.00  6.3 

*  Not  ranked  last  year,    tt  Three-year  price  change. 
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Who's  Where  in  the  Stock  Market 

Five-.Year  Change  in  Consumer  Price  Index:  44.9% 


Rank 

•77   76  Company 

5-Year               1973-77  Recent 
Price  Change       Price  Range  Price 

Total 

onares  warKei 
Outstanding  Value 
(millions)  (millions) 

Latest 

1  O  Unnfh  ntlrni 

i£-monxn  rrice/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 
Annual  Current 
Dividend  Yield 

Missouri  Pacific  Corp 

32  125                   Boise  Cascade 

33  62                       Cone  Mills 

34  *                       Parker  Pen 

35  1 1              Cooper  Industries 

156.8%          50%-   14  47y2 
151.7            33%-    8Va  28 
151.6            30%-    7%  30% 

150.2  20%-    4%  20% 

147.3  49V4-  10V4  45% 

13.4  $638 
27.0  755 

5.8  176 

7.9  160 
11.2  511 

$8.30  6 
3.90  7 
6.35  5 
2.01  10 
4.59  10 

$2.10  4.4% 
1.10  3.9 
1.60  5.2 
0.48  2.4 
1.08  2.4 

36  151              Super  Valu  Stores 

37  10                 St  Joe  Minerals 

38  *          Chic  &  North  Western 

39  100           Super  Food  Services 

40  282  Globe-Union 

145.8  29%-    5%  29% 
141.6            50  -  12%  33% 
141.214          13y2-    3%  \0Va 
140.0            16%-    3%  13% 

139.9  25%-    3%  24% 

8  9  264 

22.3  745 
4.4  45 

1.1  15 

6.2  153 

2.94  10 
3.24  10 
3.99  3 
2.15  6 
3.64  7 

0.86  2.9 
1.30  3.9 
none  0.0 
0.40  2.9 
1  00  4.1 

41  9           Cameron  Iron  Works 

42  51                   UV  Industries 

43  172                Belco  Petroleum 

44  22  Potlatch 

45  *                       Olin  Corp 

138.5            49  -  10%  31 
138.3            24'A-     7  2iy4 
138.1            34%-    8%  32% 
136.9            39%-    9%  30y2 
134.2*4         22%-    6y2  17'/8 

9.5  295 

8.6  184 
76  248 

15.1  461 
24.1  413 

3.04  10 
3.99  5 
5.46  6 
4.07  7 
3.23  5 

0.40  1.3 
1.00  4.7 
1.00  3.0 
1.00  3.3 
0.88  5.1 

46  365          Ingredient  Technology 

47  44  Boeing 

48  197  Chemetron 

49  19                 Colt  Industries 

50  34  Bucyrus-Erie 

134.2            12%-    3%  12 

134.0  30  -    5%  29!/4 
129.6            52  -  13%  48y2 

127.1  59y4-  13  48'/4 
125.5            30'/4-    9  22% 

1.8  22 
42.6  1,245 
4.0  195 
7.8  376 
20.3  460 

2.94  4 
3.82  8 
2.16  22 
7.47  6 
2.55  9 

0.50  4.2 
1.00  3.4 
1.50  3.1 
2.75  5.7 
0.80        3  5 

51  71           Niagara  Frontier  Svc 

52  216                    Kaiser  Steel 

53  33  MCA 

54  130  Midland-Ross 

55  79  Allis-Chalmers 

121.9            19-5  17% 
120.7            47y2-    8  24 
120.7            44V4-    8%  35% 
116.4            33y2-    8%  33 
115.3            33%-    6%  26% 

2.2  39 
7.0  168 

18.6  663 
5.4  177 

10.7  282 

3.46  5 
4.41  5 
4.53  8 
4.21  8 
5.34  5 

0.70  3.9 
1.50  6.3 
1.00  2.8 
1.80  5.5 
1.30  4.9 

56  112          Occidental  Petroleum 

57  363                   AIco  Standard 

58  17           IntI  Minerals  &  Chem 

59  137                      Dravo  Corp 

60  105  Pittston 

114.9            3P/8-    7%  25V4 
114.1            23%-    6Va  22% 

111.8  48y2-  15'/4  4ly2 
111.7            33  -  12y2  29% 

110.9  47  -    9y8  -24 

667  1,684 
10.1  229 
17.9  745 
5.0  146 
37.7  906 

3.05  8 
4.14  5 
6.41  6 
3.10  9 
2.88  8 

1.25  5.0 
1.01  4.4 
2.60  6.3 
1.05  3.6 
1.45  6.0 

61  472         Twentieth  Century-Fox 

62  452              Babcock  &  Wilcox 

63  529             National  Industries 

64  138  Raytheon 

65  70                       H  K  Porter 

109.8            25%-    4y2  24% 
109.3            60%-  IIV2  56y2 
108.6           11%-    2y2  9% 
108.2            35  -  10  35 
108.0            60  -  24  52 

7.7  185 
12.2  688 

5.8  53 
30.8  1,079 

1.2  62 

5.90  4 
4.42  13 
1.59  6 
3.37  10 
9.20  6 

0.70  2.9 
1.50  2.7 
0.40  4.4 
1.00  2.9 
2.00  3.8 

66  *           Big  Three  Industries 

67  *  Mervyn's 

68  447                SCOA  Industries 

69  2  MAPCO 

70  90                   Santa  Fe  IntI 

107.8            39%-  10%  34 

105.1  4oy2-  5y2  4oy2 

104.2  18%-    4Va  18% 
104.1            50%-  UVa  37Va 
102.8            28  -    6y2  26% 

20.0  681 
4.7  191 
3.4  62 
18.2  677 
20.8  556 

2.33  15 
3.37  12 
3.02  6 
3.32            1 1 
4.11  7 

0.40  1.2 
none  0.0 
1.00  5.4 
1.10  3.0 
0.60  2.2 

71  53  Univar 

72  202  Mead 

73  217  Airco 

74  742             Columbia  Pictures 
74    35              General  Dynamics 

102.8            15%-    3%  9% 
102.5            24  -    7%  20Va 
100.7            35%-  10  35ye 
100.0            20y2-    1%  19 
100.0            65  -  13y2  50% 

6.7  61 
22.4  453 

11.8  414 
8.4  159 

10.9  551 

-0.19  def 
4.03  5 
4.80  7 

2.39  8 

9.40  5 

0.56  6.1 
1.00  4.9 
1.35  3.8 
none  0.0 
none  0.0 

76  96            Eastern  Gas  &  Fuel 

77  45  Entex 

78  *           North  American  Coal 

79  105                      Federal  Co 

80  707  Memorex 

97.2            29%-    5%  \9Ya 
96.7            26  -    5%  25 
95.9            29  -    7y2  23% 
95.2            32y2-    9  30% 
93.9            34%-    1%  31% 

21.8  420 

8.2  205 
33  80 
2.9  88 

5.3  167 

1.98  10 
3.68  7 
2.12  11 
2.36  13 
5.08  6 

0.80  4.2 
1.20  4.8 
0.50  2.1 
1.80  5.9 
none  0.0 

81  95                     Nash  Finch 

82  43              Dresser  Industries 

83  15           Houston  Natural  Gas 

84  84                Handy  &  Harman 

85  66                Reynolds  Metals 

93.8            31  -  12  31 
93.6            47%-  16%  45!/4 
93.5            36%-    7%  29% 
92.4            23%-    9%  22% 
92.2            44%-  12  30% 

1.7  53 

39.0  1,765 

39.1  1,160 
3.4  75 

18.8  577 

5.19  6 
4.56  10 
3.33  9 
3.25  7 
4.46  7 

1.85  6.0 
0.88  1.9 
0.80  2.7 
1.00  4.5 
1.50  4.9 

86  214              Joy  Manufacturing 

87  93           Northern  Natural  Gas 

88  103                   Universal  Leaf 

89  *  Itel 

90  368                American  Stores 

91.5            50%-  12%  33% 

91.0  53  -  17  40 
90.7           33%-  10%  33% 
90.7            21%-    2%  20y2 

90.1  36%-  11  30y4 

12.2  413 
22.2  889 
4.7  157 
8.7  178 
5.3  160 

3.92  9 
5.87  7 
4.18  8 
2.71  8 
4.49  7 

1.50  4.4 
2.40  6.0 
1.88  5.6 
0.45  2.2 
2.10  6.9 

91  321  Grumman 

92  357                       Harris  Corp 

93  136  Tyler 

94  169              Skaggs  Companies 

95  205           Northwest  Industries 

89.8            22y2-    7Va  UVa 

89.0  44%-    6y2  42% 
87.7            24%-    5%  22% 

87.1  28y8-    5%  26% 

84.2  60%-  14%  56% 

7.9  136 
12.3  526 
58  132 
8.0  211 
12.2  693 

3.78  5 
3.56  12 
3.61  6 
2.46  11 
7.93  7 

1.00  5.8 
1.00  2.3 
0.60  2.6 
0.70  2.6 
2.85  5.0 

*  Not  ranked  last  year,   tt  Three-year  price  change,    def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consumer  Price  Index:  44.9% 
1  —   1 

Rank 

'77  '76  Company 

3-icdi  iteceni 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

96  20  Schlumberger 

97  880         Foodarama  Supermkts 

98  204  Ogden 

99  4            Natl  Semiconductor 
100  491  Lockheed 

84.0%         74  -  32%  74 

81.8  8  -    2  7V2 
81.1            29V4-  11%  25% 

80.9  55%-    6%  2OV2 
80.8           19%-    2%  16% 

85.9  $6,359 
1.4  10 
9.3  234 
13.0  266 
11.4           187  . 

$4.34  17 
1.87  4 
4.95  5 
0.94  22 
3.71  4 

$1.10  1.5% 
0.40  5.3 
1.40  5.6 

1  IU1  IC  \J.\J 

none  0.0 

101  *  Bruno's 

102  *  Olinkraft 

103  113          Carpenter  Technology 

104  209                     Lear  Siegler 

105  126                  Beech  Aircraft 

80.8           12%-    2%  11% 
80.2tt         39%-  10%  26% 
80.0           21%-    7%  21% 
79.2            17%-    3%  16% 
78.8           31%-    6%  28% 

2.1  24 
8.8  231 
8.5  182 

12.3  199 

7.2  m  204 

1.79  7 

3.80  7 
3.47  6 
2.91  6 
3.27  9 

0.40  3.4 
1.20  4.6 
1.20  5.6 
0  60        3  7 
1.10  3.9 

106  27             Air  Prods  &  Chems 

107  25  Fluor 

108  314  Morrison-Knudsen 

109  335  Carborundum 

110  110               Washington  Post 

77.8            40%-  15%  27% 

77.3  49  -  15  39% 
77.0            37%-  10%  33% 

76.4  63%-  12%  61% 
76.3           33%-    7%  33% 

28.2  780 
15.5  605 
2.9  97 
8.0  491 
8^2  276 

2.40  12 
4.37  9 
5.17  6 
4.56  14 
3.68  9 

0.40  1.4 
1.00  2.6 
1.10  3.3 

1  24  2D 

0.36  1.1 

111  293              Carson  Pirie  Scott 

112  92  Albertson's 

1 13  89          Butler  Manufacturing 

114  *  DPF 

115  691  Ruddick 

75.4           25%-    6%  25 

75.3  27V4-  10  26% 
73.8           26%-  11%  23% 
72.7             9%-    2%  9% 

71.4  7%-    1%  7% 

2.3  58 
7.3  194 
5.8  137 

4.2  40 

2.3  17 

4.59  5 
3.06  9 
3.30  7 
1.23  8 
1.50  5 

1.30  5.2 
0.80  3.0 
0.80  3.4 

nnnp           O  O 

0.35  4.7 

116  41           United  Technologies 

117  432  Interpace 

118  753                 Alterman  Foods 

119  83              Standard  Oil  Ohio 

120  31                Inland  Container 

71.4            41%-  10%  38% 

71.3  22%-    7  22% 

70.4  18%-    6  17% 
70.2            91%-  37%  78% 
70.1            34  -  10%  25% 

26.6  1,012 
3.7  85 
1.4  24 

38.6  3,032 
8.0  '204 

5.48  7 
3.17  7 
2.00  9 

3.88  20 

2.89  9 

1.80  4.7 
1.22  5.3 
0.50  2.9 
1.36  1.7 
1.10  4.3 

121  199                SmithKline  Corp 

122  56                        Getty  Oil 

123  46              Reserve  Oil  &  Gas 

124  102                    Hughes  Tool 

125  393  Dayton-Hudson 

69.6            49%-  15%  49% 

68.6  212  -  92%  158% 
68.1            21%-    3%  14% 

67.7  52%-  18%  35% 
67.0            44%-    6%  44% 

29.9  1,481 
20.5  3,255 
13.1  190 

10.8  385 

15.9  703 

2.69  18 
14.78  11 
1.27  11 
3.34           1 1 
4.60  10 

1.10  2.2 
2.80  1.8 
0.20  1.4 
0.70  2.0 
1.40  3.2 

126   127           Kaiser  Alum  &  Chem 
126    21                    Pioneer  Corp 

128  183              Signal  Companies 

129  143              Eagle-Picher  Inds 

130  63              Digital  Equipment 

66.9           40%-  12  29% 
66.9           39%-  11%  30% 
66.5            34%-  12%  32% 
66.0           22  -    6  20% 
65.5           60%-  15%  50% 

19.7  585 
9  3  282 

19.9  643 
9.9  202 

39.3  1,987 

3.89  8 
4.13  7 
4.66  7 
2.47  8 
3.01  17 

1.40  4.7 
1.50  5.0 
1.36  4.2 
0.68  3.3 
none  0.0 

131  194  Harsco 

132  98           Central  Steel  &  Wire 

133  637                  Revere  Copper 

134  59               Vulcan  Materials 

135  *            Pioneer  Hi-Bred  IntI 

65.4            28%-    8%  27% 
64.6          137  -  76  130 
63.9           21%-    5%  14% 
63.8           29%-  10%  22% 
62.8*          24%-  10%  20% 

9.7  266 
0.3  44 
5.6  83 
11.4  259 
15.9  330 

4.36  6 
34.78  4 
1.78  8 
3.33  7 
2.18  10 

1.60  5.8 

7  00  5.4 

none  0.0 

1.10        4.9  ' 

0.68  3.3 

136  49              Stauffer  Chemical 

137  238                 Castle  &  Cooke 

138  159              Ark  Louisiana  Gas 

139  554             Fdirchild  Industries 

140  232  Foxboro 

62.7            54  -  17%  37% 
62.6            19%-    7%  18% 
62.4           36%-  12%  35% 
62.3           16%-    3%  15% 
62.1            54  -  18%  47 

21.8  821 
19.0  356 
12.6  443 
4.6  72 
5.3  251 

4.94  8 
2.10  9 
3.74  9 
1.64  10 
5.84  8 

1.80  4.8 
0.80  4.3 
2.00  5.7 
0.50  3.2 
1.50  3.2 

141  68  Denny's 

142  *  Pennzoil 

143  57  Anderson-Clayton 

1/1*4    ^Fil                  Ampriran  Rakpripc 

»  t        juj                         fine  ilqii  uanci  icj 

145   144            Abbott  Laboratories 

62.0  29  -    5%  28% 
61.5tt         35%-  12%  29% 
61.3           26%-    7%  21% 
61  3             17%-     3Vr  16Vs 

61.1  57%-  15%  56% 

8.6  247 
32.3  964 
13.7  293 

1.7  28 
29.5  1,665 

2.59  11 
4.18  7 
2.85  8 
2.85  6 
3.74  15 

0.60  2.1 
1.80  6.0 
1.00  4.7 
1.20  7.4 
1.20  2.1 

146  86              Dillon  Companies 

147  622               Johnson  Controls 
147   548                      Del  E  Webb 

150  891                Bausch  &  Lomb 

60.3           36%-  13%  31% 
60.0           29%-    3%  28% 
60.0           14%-    2  12 

58.3            60%-  17%  43% 

9.7  306 
8.6  245 
8.6  103 
3.5  97 
5^8  249 

2.77  11 
2.31  12 
1.08  11 
4.57  6 
4.06  11 

1.20  3.8 
0.80  2.8 
0.20  1.7 
1.00  3.6 
1.40  3.2 

151  461                Automation  Inds 

152  817  Ampex 

153  253               Campbell  Taggart 

155  251             Edison  Bros  Stores 

58.1            12%-    1%  12% 
58.0           11%-    2  9% 
56.6            24%-    7%  21% 

56.0            74%-  16%  71% 

5.0  62 
10.9  108 
10.8  235 
17.7  689 

4.0  284 

1.79  7 
1.05  9 
2.30  9 
2.68  15 
8.28  9 

0.40  3.3 
none  0.0 
0.88  4.0 
0.48  1.2 
2.70  3.8 

156  134  Pillsbury 

157  259  Emhart 

158  295                Allied  Chemical 

159  24            Smith  International 

160  164  Hanes 

55.7           45  -  15%  40% 

55.6  32%-    9%  31% 

54.7  54%-  23  44% 
53.5           43%-  10%  35% 
53.5            29  -    6  27% 

16.2  662 
10.9  349 
28.1  1,260 
9.5  342 
4  3  117 

3.67  11 
5.16  6 
4.85 

3.62  10 
4.55  6 

J. 28  3.1 
1.80  5.6 
2.00  4.5 
0.72  2.0 
1.52  5.5 

*  Not  ranked  last  year.    $  Four-year  price  change,    tt  Three-year  price  change. 
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Unless  your  banker  knows  your  business  f irst-hand,"off  tl 
shelf  "bank  loans  and  services  could  cost  your  company  dearly. 

Here's  how  the  people  of  First  Chicago  -  a$20  billion 
banking  corporation  -  combine  banking  and  industry  expertise 
to  make  financial  services  more  productive. 


Industry  expertise— a  banker's 
knowledge  of  how  his  customer's 
business  works— has  contributed 
greatly  to  the  productivity  of  Ameri- 
can businesses  and  industries 
since  it  became  the  organizational 
basis  of  First  Chicago  73  years  ago. 

We  welcome  the  move  on  the 
part  of  many  banks  to  reorganize 
along  industry  lines.  We  know, 
from  long  experience,  how  much 
this  can  do  to  increase  the  produc- 
tivity of  your  company's  banking 
relationships. 

Loans  that  fit  your  business, 
not  your  bank. 

Matching  financial  products 
to  financial  needs  is  the  essence  of 
creative  banking.  The  precision 
of  this  match— and  its  productivity 
—depends  largely  on  the  knowl- 


edge and  industry  expertise  dem- 
onstrated by  the  banker. 

But  there's  more  to  know.  With- 
in any  given  industry,  the  financial 
needs  of  individual  companies 
vary  widely.  The  account  officer 
must  understand  not  only  the 
financial  needs  of  his  industry, 
but  those  of  the  company  as  well. 

It  would  seem  to  be  more  than 
one  person  can  do.  But  consider 
this  example: 

A  large  agricultural  supply 
company  had  planned  a  new 
fertilizer  plant.  Debt-financed,  the 
plant  was  estimated  to  cost  $27 
million.  First  Chicago  account  offi- 
cers in  our  Agricultural  Division, 
well-versed  in  agribusiness,  appre- 
ciated the  need  for  this  plant.  There 
was  no  question  that  the  plant 
would  pay  out  no  question  that 


the  loan  was  a  good  one.  But  our 
deep  knowledge  of  the  industry 


Alan  Delp,  President,  First  Chicago  Leasing 
Corporation,  Geoffrey  Stringer,  Asst.  Vice 
President,  Corporate  Finance  Division,  and 
Thomas  Walvoord,  Vice  President,  Productior 
Agriculture  Division,  combine  their  industry 
and  financial  expertise  to  help  increase  the 
productivity  of  America's  agribusinesses. 

suggested  a  different  solution,  a 
different  instrument. 

And  our  knowledge  of  the 
company  allowed  us  to  pin  dowi 
this  solution  in  a  very  specific  wa 


the  company's  own  cost  and 
pw  projections,  we  demon- 
h  how  it  could  save  $14.8  mil- 
K  gross  financing  costs— more 
ijalf  the  cost  of  the  plant— by 
|ng  its  debt-financing  pro- 
vith  a  leveraged  lease. 

f  ;t  opportunity  network 
Hi  stretches  worldwide. 

Iirly  in  the  century,  when 
iiicago  account  officers  broke 
jjjeographical  bonds  and  be- 
Irsuing  their  industry  spe- 
uons  far  and  wide,  another 
It  of  this  way  of  banking 
[led  loud  and  clear, 
lick  from  Ohio,  or  Omaha,  or 
irgh.  First  Chicago  officers 
|iit  news  of  what  was  happen- 
istheir  industries,  news  of 
M'ocesses,  markets,  resources, 
:  jportunities  that,  without 
f  i  ng  the  confidence  of  any. 
Wed  to  the  benefit  of  all. 


Today,  many  First  Chicago 
account  officers  spend  a  great  deal 
of  their  time  collecting  intelligence 
on-site.  Many  companies  have 
benefited  from  this  in-depth  intel- 
ligence that  delves  deeper,  rings 
truer,  arrives  fresher  than  the  news 


John  D'Arcy,  Vice  President  in  First  Chicago's 
Petroleum  and  Mining  Division,  and  Richard 
Stebbins,  Division  Head,  discuss  U.S.  drilling 
rig  movements.  "We  must  stand  willing  to  lend 
against  the  more  cyclical  drilling  and  refining 
requirements,"  observes  Mr.  Stebbins,  "not 
merely  reserves  in  the  ground." 

ordinarily  found  in  trade,  govern- 
ment and  news  media.  From  all 
this  going  and  coming,  very  spe- 
cific things  happen.  For  example, 
in  the  petroleum  industry: 

A  pre-eminent  drilling  com- 
pany foresaw  the  need  for  sub- 
stantial additions  to  domestic 
deep-drilling  capacity.  They 
needed  a  form  of  non-recourse 
financing  to  build  15  drilling  rigs  at 
about  $3.5  million  each.  They 
came  to  First  Chicago. 

Our  industry  knowledge  told 
us  that  future  demand  would 
warrant  the  acquisition.  And  our 
knowledge  of  the  company  indi- 
cated a  management  ability  that, 
in  itself,  made  up  in  part  for  the 
needed  equity. 

As  a  result,  First  Chicago— 
with  a  $24  million  commitment  of 
its  own— acted  as  lead  bank  in 
developing  a  $40  million  multi- 
bank  loan  to  fund  the  new  venture. 

All  fifteen  drilling  rigs  are  now 
on  order— a  single  financial  pack- 
age that  will  add  fully  3%  to  the 
overall  deep-drilling  capacity  of 
the  United  States. 


There  is  yet  another  benefit 
you  get  when  you  work  with  a  bank 
organized  to  serve  specific 
industries. 

Straight  talk  from  people  who 
speak  your  language 
and  save  your  time. 

First  Chicago  industry  experts 
speak  your  language.  They  don't 
waste  your  time.  Whether  you  do 
business  in  long  tons  or  barrels, 
hundredweights  or  carats,  mega- 
watts or  board  feet,  your  First 
Chicago  account  officer  makes  it 
his  business  to  know  your  business 
before  he  walks  in  the  door. 

We  have  the  industry  experts. 
We  have  over  100  bank  services. 
We  have  the  dollars  competitively 
priced.  We  have  78  installations 
worldwide.  And  we're  dedicated  to 
the  down-to-earth,  shirtsleeve, 
Chicago-style  banking  that  can 
help  increase  productivity  in 
America.  If  you're  out  to  increase 
the  productivity  of  your  company, 
we  would  like  to  work  with  you. 
Call  or  write  Robert  C.  Wheeler, 
Office  of  the  President  (312)  732- 
6405,  The  First  National  Bank  of 
Chicago,  One  First  National  Plaza, 
Chicago,  Illinois  60670. 

Banking,  Chicago-style 
in  37  countries. 

North  America:  Atlanta;  Baltimore; 
Boston;  Los  Angeles;  Chicago,  Cleveland; 
Houston;  Kansas  City;  San  Francisco; 
Mexico  City;  New  York;  Toronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh; 
Bristol;  Geneva;  Channel  Islands;  Brussels; 
Dublin;  Dusseldorf;  Antwerp;  Frankfurt; 
Madrid;  Leicester;  Ix>ndon;  Milan,  Munich; 
Newcastle;  Rotterdam;  Paris;  Piraeus; 
Rome;  Stockholm;  Warsaw.  Middle  East: 
Abu  Dhabi;  Beirut;  Cairo;  Dubai;  Sharjah; 
Tehran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Sao  Paulo;  Panama  City; 
Caracas;  Guatemala  City;  Bogota. 
Caribbean:  Port-au-Prince;  Bridgetown; 
Kingston;  Ocho  Rios.  Asia:  Singapore; 
Bangkok;  Jakarta;  Seoul;  Hong  Kong; 
Tokyo.  Pacific:  Manila;  Melbourne, 
Sydney.  Member  FDIC. 
©1978  The  First  National  Bank  of  Chicago 
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Who's  Where  in  the  Stock  Market 

Five- Year  Change  in  Consumer  Price  Index:  44.9% 

Total 

Latest 

I 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1973-77 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'77 

•76 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

161 

226 

Dover  Corp 

52.2% 

43  %- 

12% 

41% 

8.9 

$  373 

$3.94 

11 

$1.20 

2.9% 

162 

48 

United  States  Steel 

51.2 

Dy-TB— 

L  /  78 

30% 

83.0 

2,552 

2.52 

12 

2.20 

7.2 

163 

211 

Crown  Central  Petrol 

51.2 

007/.. 
OZ  78- 

lu-78 

24V4 

1.9 

46 

6.74 

4 

0.60 

2.5 

164 

289 

Flickinger 

51.1 

15%- 

4% 

12% 

2.7 

34 

2.00 

c 
0 

U.DU 

A  7 

165 

75 

Interlake 

50.7 

42%- 

13% 

28% 

5.9 

171 

3.91 

7 

2.20 

7.6 

166 

185 

Perini 

50.0 

y/8— 

q 
O 

9 

3.7 

33 

0.89 

10 

0.40 

4.4 

166 

568 

Sun  Chemical 

50.0 

ZD  - 

D /8 

22 

3.1 

69 

421 

5 

0.60 

2.7 

168 

30 

Continental  Oil 

49.4 

40%- 

13% 

29% 

107.2 

3,202 

3.70 

8 

1.40 

4.7 

169 

* 

Beckman  Instruments 

49.3 

35%- 

8 

34% 

8.0 

276 

2.15 

10 

u.y 

170 

104 

Riegel  Textile 

49.1 

21%- 

6% 

19% 

3.8 

76 

3.70 

5 

1.50 

7.6 

171 

744 

Humana 

48.8 

16%- 

ZY2 

16 

7.4 

119 

1.54 

10 

0.50 

3.1 

172 

184 

Amer  Hoist  &  Derrick 

48.8 

Z<P/8— 

In 

23V4 

4.6 

108 

3.17  • 

7 

1.00 

4.3 

173 

120 

Peavey 

48.7* 

ZUY2— 

14% 

5.7 

84 

1.60 

9 

0.84 

5.7 

174 

196 

Georgia-Pacific 

48.4 

38V2- 

13% 

31% 

102.7 

3,196 

2.43 

1  Q 
1 J 

1  .uu 

"3  O 

175 

65 

Westvaco 

47.9 

33%- 

12% 

26% 

16.9 

445 

3.67 

7 

1.20 

4.5 

176 

200 

Budd 

47.7 

OA  7/~ 
ZH  78— 

i 

24 

7.3 

174 

6.11 

4 

1.60 

6.7 

177 

Longview  Fibre 

47.5 

ZlD  — 

101 

180 

1.2 

215 

23.17 

8 

8.80 

4.9 

178 

39 

Union  Camp 

47.3 

O  /  78- 

Zj¥4 

47% 

24.3 

1,162 

4.85 

10 

1.80 

3.8 

179 

114 

Iowa  Beef  Processors 

45.4 

32%- 

6% 

29% 

4.4 

129 

6.29 

c 

U.DU 

1  7 

180 

208 

Gould 

44.8 

35%- 

8% 

31V4 

23.4 

730 

3.64 

9 

1.36 

4.4 

181 

250 

Amstar 

44.6 

1LP/8 

20% 

8.9 

180 

2.36 

9 

1.35 

6.7 

182 

158 

Chessie  System 

44.5 

A  Ql/n 

4ov8— 

L0V2 

32% 

19.4 

637 

3.96 

8 

2.32 

7.1 

183 

87 

Kellogg 

44.2 

1  C\\/a 

1UV4 

22% 

76.2 

1,724 

1.79 

13 

1.10 

4.9 

184 

574 

Wean  United 

44.1 

7%- 

2% 

6ys 

3.1 

19 

2.35 

q 

0 

q  q 

185 

487 

Wallace-Murray 

43.7 

27V2- 

5 

241/4 

3.1 

75 

6.70 

4 

1.20 

4.9 

186 

133 

Union  Pacific 

43.5 

30V2— 

£074 

49% 

47.4 

2,346 

4.58 

11 

2.00 

4.0 

187 

55 

Baker  International 

42.8 

□8%— 

ZZY2 

48% 

14.4 

694 

4.24 

11 

0.64 

1.3 

188 

* 

Data  Genera! 

42.7 

60%- 

8% 

53% 

9.5 

508 

2.88 

19 

none 

0.0 

189 

73 

Phillips  Petroleum 

42.5 

35%- 

15% 

31% 

153.3 

4,848 

3.24 

1  UU 

190 

193 

CPC  International 

42.3 

55%- 

23%. 

46  Va 

23.7 

1,097 

5.48 

8 

2.50 

5.4 

191 

* 

Godfrey 

42.2 

19V4- 

7% 

16 

0.8 

12 

3.12 

5 

1.00 

6.3 

192 

36 

J  Ray  McDermott 

42.1 

29%- 

12% 

24% 

31.5 

777 

6.06 

4 

1.00 

4.1 

193 

408 

Sigmor 

41.4 

17%- 

4% 

17% 

4.6 

81 

2.92 

6 

0.80 

4.6 

194 

490 

Reeves  Brothers 

41.4 

27%- 

10% 

26% 

2.5 

66 

4.47 

C 
O 

l.DU 

D.U 

195 

23 

Gulf  Resources  &  Chem 

41.3 

25%- 

6V4 

13i/4 

7.0 

93 

1.03 

13 

1.00 

7.5 

196 

857 

American  Medicorp 

41.3 

lovs— 

11/. 
IV4 

15% 

9.4 

147 

1.96 

8 

0.50 

3.2 

197 

171 

Pullman 

40.6 

53%- 

20% 

29% 

10.9 

321 

3.01 

10 

1.40 

4.8 

198 

310 

Wheelabrator-Frye 

40.5 

32%- 

7% 

30% 

7.9 

238 

2.71 

11 

0.87 

2.9 

199 

142 

Dana 

40.2 

29%- 

7 

26% 

31.8 

846 

3.61 

7 

1  on 

200 

175 

Avnet 

40.2 

20%- 

4% 

17 

14.3 

243 

2.75 

6 

0.70 

4.1 

201 

161 

Oklahoma  Natural  Gas 

40.2 

y-% 

23'A 

10.2 

238 

3.72 

6 

1.33 

5.7 

202 

Graniteville 

40.2 

17%- 

6% 

13% 

4.3 

60 

2.73 

5 

1.00 

7.2 

203 

141 

Union  Oil  California 

39.8 

59%- 

27% 

55% 

42.2 

2,350 

8.14 

7 

2.20 

3.9 

204 

405 

Alexander  &  Baldwin 

39.6 

22%- 

ioy» 

16% 

9.2 

155 

2.20 

Q 

C5 

i.CXJ 

7  O 

205 

355 

Consol  Natural  Gas 

39.5 

47%- 

16% 

42% 

19.1 

808 

7.00 

6 

2.50 

5.9 

205 

61 

Yellow  Freight  System 

39.5 

46  - 

15 

32 

14.3 

457 

2.54 

13 

0.60 

1  9 

207 

234 

Fleming  Companies 

39.4 

18%- 

8V2 

16% 

6.2 

102 

2.16 

8 

0.80 

4.9 

208 

179 

National  Distillers 

39.2 

27V2- 

12% 

22% 

25.8 

583 

3.21 

7 

1.60 

7.1 

209 

Modern  Merchandising 

38.9 

15%- 

1% 

13% 

7.9 

109 

1.54 

Q 

y 

n  in 
U.  ic. 

n  q 

U.Z7 

210 

448 

Transco  Companies 

38.5 

23%- 

4% 

23% 

22  6 

529 

2.81 

8 

1.10 

4.7 

211 

488 

Bluebird 

38.5 

6%- 

1% 

4% 

5.5 

25 

082 

5 

0.20 

4.4 

212 

32 

Halliburton 

38.2 

69%- 

34% 

64% 

58.6 

3,789 

5.77 

11 

1.40 

2.2 

213 

623 

Waldbaum 

36.7 

12V2- 

3% 

11% 

2.3 

27 

2.83 

4 

none 

0.0 

214 

402 

Weis  Markets 

36.7 

28%- 

12% 

27 

6.0 

163 

3.22 

Q 

O 

n  539 

U.oZ 

J.U 

215 

437 

Cullum  Companies 

36.2 

16  - 

4% 

16 

1.9 

30 

2.74 

6 

0.60 

3.8 

216 

132 

Atlantic  Richfield 

36.0 

61%- 

33y4 

52% 

104.2 

5,509 

5.45 

10 

2.00 

3.8 

217 

Stone  Container 

35.6 

16%- 

5y4 

11% 

5.0 

59 

1.90 

6 

0.60 

5.1 

218 

298 

NCR 

34.9 

47%- 

13% 

42% 

26.2 

1,113 

4.65 

9 

0.80 

1.9 

219 

* 

P  R  Mallory 

34.9 

45%- 

10% 

40% 

4.4 

179 

3.24 

1  q 

o.U 

220 

38 

Copperweld 

34.1 

26%- 

8% 

19 

5.6 

107 

3.04 

6 

1.20 

6.3 

221 

148 

Ex-Cell-0 

33.7 

29%- 

9% 

27% 

8.0 

221 

3.72 

7 

1.40 

5.0 

222 

292 

Owens-Corning  Fbrgls 

33.3 

73V4- 

25% 

73% 

15.0 

1,100 

6.51 

11 

1.20 

1.6 

223 

589 

New  York  Times 

33.1 

19%- 

6% 

19% 

11.4 

224 

2.39 

8 

0.70 

3.6 

224 

231 

Blue  Bell 

32.9 

31%- 

6 

24% 

12.4 

308 

5.64 

l.Z\j 

A  fi 

4.C5 

225 

119 

Marathon  Oil 

32.6 

60%- 

26% 

47y4 

30.1 

1,422 

6.62 

7  ■ 

2.20 

4.7 

*  Not  ranked  last  year,    t  Four-year  price  change. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consumer  Price  Index:  44.9% 


Rank 

77   76  Company 

5-Year               1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Qharac  Marliat 
oridreb  marKei 

Outstanding  Value 
(millions)  (millions) 

Latest 
l£-montn  rfice/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

226  *  Caldor 

227  267                 Martin  Marietta 

228  342                       H  J  Heinz 

229  356  ConAgra 

230  502        Marsh  &  McLennan  Cos 

32.3%         17V4-    3%  15% 

32.0  29V4-  12V2  24% 
31.3            38  -   18  35 
31.2            17%-    2%  17 

31.1  04%-  30%  60% 

5.6           $  88 
23.8  589 
22.8  796 

3.8  65 
13.7  831 

$1.88  8 
4.16  6 
3.74  9 
3.58  5 
3.97  15 

$0.30  1.9% 
1.60  6.5 
1.44  4.1 
1.00  5.9 
2.40  4.0 

231  346  Thiokol 

232  352  WmWrigleyJr 

233  252                     Peoples  Gas 

234  478                 Reliance  Group 

235  327                     Levi  Strauss 

30.9            27%-    8%  26% 
30.3            96y2-  38  79 
30.3            40V2-  17%  37 
30.1            26%-    4%  24% 
29.8            31%-    6%  30% 

56  150 
3.9  311 

26.1  966 
6.0  149 

21.7  656 

4.16  6 
7.10  11 
4.67  8 
5.41  5 
5.54  5 

1.00  3.8 
3.70  4.7 
2.80  7.6 
0.60  2.4 
1.20  4.0 

236  157  Studebaker-Worthington 

237  129  Ethyl 

238  149                Willamette  Inds 

239  99              Caterpillar  Tractor 

240  58                Roadway  Express 

29.7            50%-  12  47 
29.0            24%-    9%  20 

28.6  34%-    9%  25% 

27.7  62%-  26%  56% 
27.6            48%-  23%  33% 

6.5  304 

16.5  330 

13.6  344 
86.2  4,883 
20.4  690 

10.06  5 
4.15  5 
3.37  8 
4.65  12 
2.17  16 

1.68  3.6 
1.00  5.0 
1.00  3.9 
1.80  3.2 
0.50  1.5 

241  373               George  A  Hormel 

242  140          Gt  Northern  Nekoosa 

243  735  Thriftimart 

244  255  Revlon 

245  276  SCM 

27.5            29%-  15%  25% 

27.4  35y2-  12y2  26% 

26.5  13%-    5%  13% 
25.7            46  -  19%  45% 
25.2            25%-    8%  20% 

4.8  122 
15.6  408 

0.9  12 
30.2  1,385 

9.2  189 

4.57  6 
3.51  7 
4.41  3 
3.06  15 
3.91  5 

1.12  4.4 
1.20  4.6 
0.20  1.5 
1.10  2.4 
1.00  4.9 

246   189                      Pay'n  Save 
246  315              R  J  Reynolds  Inds 

248  229               Crown  Zellerbach 

249  462  Cabot 

250  97  Alcoa 

24.7            30%-    8%  25% 
24.7            70%-  36%  64% 
24.7            49  -  19%  36 
24.2            49%-   14  46% 
24.2            61%-  25%  44 

5.4  141 
48  0  3,090 
25.0  900 

5.2  240 
34.5  1,520 

2.74  9 
7.93  8 
4.29  8 
7.58  6 
5.44  8 

0.50  1.9 
3.50  5.4 
1.90  5.3 
2.00  4.3 
1.80  4.1 

251  224               Continental  Corp 

252  664                  Seatrain  Lines 

253  416           Marsh  Supermarkets 

254  123                         Shell  Oil 

255  797                 Idle  Wild  Foods 

24.2  59%-  23%  53% 
23.9            15%-     1  11 
23.6             9%-    4%  8% 
23.5            40  -  15%  33% 

23.3  13%-    4  13% 

26.4  1,406 
14.2  156 
1.6  13 
145.0  4,912 
1.1  15 

7.94  7 
1.13  10 
1.59  5 
4.79  7 
3.79  3 

3.00  5.6 
none  0.0 
0.56  6.6 
1.60  4.7 
0.60  4.5 

256  338                   American  Can 

257  341                   Sun  Company 

258  565  McDonough 

259  493  Certain-teed 

260  518        Seaboard  Allied  Milling 

22.9           41%-  22%  38% 
22.9            53  -  25%  43% 
22.5           23%-    5%  22% 
22.2           28%-    6%  26% 
22.1            11%-    4%  10% 

19.2  747 
432  1,887 

3.9  87 
13.1  343 

1.3  14 

5.54  7 
7.28  6 
4.17  5 
3.28  8 
2.77  4 

2.50  6.4 
2.52  5.8 
1.00  4.5 
0.75  2.9 
0.40  3.9 

261  316  Timken 

262  273          Wisconsin  Elec  Power 

263  165                    Allied  Stores 

264  332  Pennwalt 

265  324                      Fred  Meyer 

21.9            59%-  24%  50% 
21.5           32%-  16  30% 
21.2           29%-    7%  23% 
21.0           37%-  14%  35% 
20.8            25  -  10%  25 

11.2  567 
18.2  552 
19.4  452 
8.2  288 
5.6  141 

6.24  8 
3.14  10 
3.50  7 
3.96  9 
2.71  9 

2.20  4.3 
2.12  7.0 
1.10  4.7 
2.00  5.7 
0.40  1.6 

266  418                 H  H  Robertson 

267  344                   Bangor  Punta 

268  115           West  Point-Pepperell 

269  309  Norton 

270  223               Reliance  Electric 

20.7            28  -  12%  27 

20.4  24  -    2  21% 
20.3            42%-  17%  36% 

19.5  41%-  19%  39 
19.3            35%-    9%  32% 

2.7  74 
4.2  90 
48  174 
8.2  319 
12.5  405 

2.93  9 
3.92  5 
5.58  7 
4.87  8 
3.38  10 

1.70  6.3 
0.50  2.3 
2.40  6.6 
2.00  5.1 
1.20  3.7 

271  655  Kroger 

272  117  Monsanto 

273  692                 Areata  National 

274  460                 Witco  Chemical 

275  281                        Time  Inc 

19.2           28%-  14%  26% 
19.1          100  -  39%  59% 
18.9            17%-    5  16% 
18.8           34  -  14%  29% 
18.6           39%-  12%  37% 

13.6  357 
36.6  2,162 
6.2  103 
57  166 
20.4  764 

4.31  6 
8.15  7 
2.33  7 
4.13  7 
4.10  9 

1.60  6.1 
3.10  5.2 
0.76  4.6 
1.52  5.2 
1.30  3.5 

276  188                  Intl  Multifoods 

277  519                  General  Foods 

278  391                      Oscar  Mayer 

279  245            Texas  Gas  Transmn 

280  244  Rexnord 

18.5  21%-    8%  20 
18.0           36%-  16  33% 

17.6  26  -    9%  24 
17.4            49  -  20%  44% 
17.2            19%-    5%  17 

7.7  154 
49.8  1,676 

14.5  347 

9.8  439 

15.6  265 

2.57  8 
3.19  11 
2.77  9 
5.42  8 
2.67  6 

1.00  5.0 
1.64  4.9 
0.90  3.8 
2.40  5.4 
0.80  4.7 

281  285              U  S  Fidelity  &  Gty 

282  186  Eltra 

283  178           Federal  Paper  Board 

284  1 1 1         Texas  Commerce  Bshs 

285  275          Norfolk  &  Western  Ry 

17.1            39%-  12%  34% 
16.4            31%-  11%  26 
16.4            20  -    7%  14% 
16.4            50%-  22  36% 
16.0            37  -  16%  27% 

24.6  844 
11.4  295 
5.7  84 
12.8  467 
31.2  849 

5.79  6 
3.74  7 
2.02  7 
3.61  10 
3.97  7 

1.84  5.4 

1.16  4.5 
0.90  6.2 
1.22  3.4 
1.84  6.8 

286  440           Amer  GenI  Insurance 

287  320  Owens-Illinois 

288  *             Wisconsin  Pub  Svc 

289  428             Consol  Freightways 

290  722                Litton  Industries 

15.7            24%-    7  24 
15.6            31%-  13%  24% 
15.5            22  -  10%  20% 
15.4            28  -    8%  26% 
15.3            17  -    2%  13% 

21.7  522 
28.4  685 

10.8  221 

12.4  325 

34.5  457 

4.52 

3.27  7 
1.90  11 
3.81  7 
1.46  9 

0.90  3.8 
1.06  1.4 
1.54  7.5 
0.90  3.4 
none  0.0 

*  Not  ranked  last  year. 
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Who's  Where  in  the  Stock  Market 

rlVc  Tcd*  UnaMgc  in  OOnsurncr  rTlCc  ID06X  *W.y/o 

Rank 

■77   76  Company 

5-Year               1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions!  (millions) 

Latest 

12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 
Annual  Current 
Dividend  Yield 

291  445                 Hannaford  Bros 

292  555  McGraw-Hill 

9Q3     "59R                          Parkor  Hlnnifin 

294  241  Louisiana-Pacific 

295  774                 Gerber  Products 

15.2%         13%-    6  11% 
14.9            20  -    5%  19% 

u  c               9R3A       RV>  9fil/„ 

14.5            23%-    6%  14% 
14.2            39V2-    8%  30% 

13           $  15 

23.9  461 
inn  9fi? 

27.3  392 
8  1  246 

$2.15  6 
1.98  10 

2.15  7 
2.42  13 

$0  72  6.1% 
0.80  42 
1  nn       ^  r 
0.40  2.8 
1.40  4.6 

296  376                        Del  Monte 

297  139                 Wal-Mart  Stores 

998    47S                       Cutlpr-H  imrnpr 

299  *             Utah  Power  &  Light 

300  307             Santa  Fe  Industries 

13.9            29%-  15*4  26% 
13.8            20  -    3%  19% 

13.7            23%-  11  20% 
13.5            42%-  21%  37% 

12.0  320 
13.7  268 
5.8  206 
25.9  537 
26.2  989 

4.06  7 
1.44  14 
3  86  9 
1.79  12 
5.85  6 

1.60  6.0 
0.18  09 
1.40        4  0 
1.56  7.5 
2.20  5.8 

301  195            American  Tel  &  Tel 

302  763  DeSoto 

303  220               White  Conwlidatpd 

304  174             Amer  Broadcasting 
304     47  Deere 

13.5            65%-  39%  59% 
13.3            20%-    4  18% 
13  1              281/a-     lV->  92Vk 
13.1             471/4-  11%  43% 
13.1            36%-  13%  25% 

637  3  38,157 
5.5  99 
11.3  256 
17.7  764 
60.1  1,555 

6.81  9 
2.56  7 
4. 17  5 
5.49  8 
4.07  6 

4.20         7  0 
0.80        4  4 
1.20  5.3 
1.40  3.2 
1.30        5  0 

306  636          Pac  Gamble  Robinson 

307  247                Harris  Bankcorp 

308  498  Awro 

309  611                     Hilton  Hotels 

310  69                   Dow  Chemical 

12.8  28%-  143'4  21% 
12.5            39%-  18%  32% 

12  1                IRVa-     ?  17% 

11.9  24%-    4%  24% 
11.8            57%-  23 %  28% 

1.8  39 
6.7  218 
11.6  201 
11.3  273 
185.4  5,261 

2.10  10 
4.72  7 
4.60  4 
2.62  9 
3.24  9 

1.50        7  0 
1.66  5.1 

•  iU>  IC  \J.\J 

1.10  4.6 
1.20  4.2 

311  219                 Ideal  Basic  Inds 

312  182                    Inland  Steel 

404  NICOR 

314  263  Sundstrand 

315  154                  St  Regis  Paper 

11.8            23%-  10%  20% 
11.3            58%-  25%  36% 
11  3              33%-  15  30% 
11.1            42%-  10%  37% 
11.1            50%-  18  33% 

12.6  253 
20.2  745 
14.4  442 
6.8  256 
23.8  798 

2.60  8 
4.57  8 
4.37  7 
4.27  9 
3.55  9 

1.40  7.0 
2.60  7.1 
2.32        7  5 
1.20  3.2 
1.72  5.1 

316  *                     Allen  Group 

317  477          Hoover  Ball  &  Bearing 

■}1R    ^QR            R  R  rVinnpilpu  fc  <!nn<: 

319  198                   Cities  Service 

320  492                     Diamond  IntI 

10.9            20  -    3%  18% 
10.7            20%-    4%  19% 

10  7               97%_    1^%  9^% 

XU./                          £/78—      IJTfl  C-J/O 

10.5            63  -  32%  51% 
10.4            42%-  20%  35% 

2.9  55 
8.8  171 
18  7  437 

27.6  1,422 

11.7  418 

2.34  8 

2.93  7 
2  53  9 
7.84  7 

3.92  9 

0.88         4  7 
1-.00  5.2 
0  76        3  3 
3.00  5.8 
2.20  6.1 

321     76  AMAX 
321   326                 CleveTrust  Corp 

324  203               Southern  Railway 

325  173                    Armco  Steel 

10.3            6OV4-  28%  36% 
10.3            36%-  16%  34 
q  a              Q5/Q      1  %       4  at, 

9.4            62%-  29%  54 
9.3            35%-  18%  26% 

32.3  1,170 
9.1  310 
18  0  79 
146  790 
29.6  781 

3.59  10 
5.02  7 
0  55  8 
737  7 
2.87  9 

1.75  4.8 
1.80  5.3 

1  IUI  IC  \J.\J 

2.60  4.8 
1.80  6.8 

326  698                   Transway  IntI 

327  206  Tenneco 

"39R     997                            M  1  InHnctriAC 

329  311            Houdaille  Industries 
329  288               E  F  Hutton  Group 

9.2  27%-  10%  26% 
9.1            37%-  16%  31% 

R  Q                     91%       1  1                1  R3/o 

O.J               ^0/8—   11  10/8 

8.3  18%-    6  16% 
8.3            25%-    3%  14% 

6.5  174 
91  3  2,889 

39  4  SQfi 

8.4  137 
5.8  85 

3.55  8 
4.18  8 
2 17  8 
3.02  5 
3.02  5 

1.60  6.0 
2.00  6.3 
1 20        6  5 
1.05  6.5 
0.68  4.6 

331  256  PACCAR 

332  77  Texasgulf 

rio?    ooc  Rpnriix 

JJJ      LJJ  DCIIUIA 

334  191  Exxon 

335  *         Southwestern  Pub  Svc 

8.1            51%-  15%  46% 
8.1            37%-  17%  18% 

SO               47   -   1 R  IQVo 

O .  \J                     H/     —     1J  0:772 

8.0            56%-  27%  47% 
8.0            16  -    8%  15V4 

8.2  383 
30.8  566 
21.4  847 
448.0  21,168 
24.2  369 

8.10  6 
1.33  14 
5.29  7 
5.66  8 
1.87  8 

2.15  46 
1.20  6.5 
2.28  5.8 
3.00  6.3 
1.20  7.9 

336  378              Hammermill  Paper 

337  284                 Campbell  Soup 

"-Mft     7R9                           PiAtHrract  Millc 

339  426                  ACF  Industries 

340  146                Standard  Oil  Ind 

7.9            25%-  10%  18% 
7.8           39%-  22%  36% 

/.o                   £078—       DV2  ZO/4 

7.5            40%-  19%  34% 
7.4            59%-  34%  47 

7.5  141 
32.8  1,183 
1  1 
8.7  298 
146.5  6,885 

2.37  8 
3.36            1 1 
4  fil  f\ 
3.80  9 
6.57  7 

1.30  6.9 
1.60  4.4 
1  90        6  7 
2.00  5.9 
2.60  5.5 

341  370              Continental  Group 

342  736              Kings  Dept  Stores 

1                                                 if  horn  1  Ininn 
OHO      lOU                               OUU II  Icil  1  UIIIUII 

344  88           Reichhold  Chemicals 

345  523           General  Refractories 

7.4            37%-  19%  32% 
6.9            14%-    4  13% 

D.O                   O^VZ—     iO/4  ^0/8 

6.7            20%-    6%  13% 
6.7            11%-    3%  8 

32  5  1,060 

7.5  102 

0.0  IO— 

6.9  96 
38  30 

4.40 

1.70  '  8 
1  fin  17 

1  DU                     1  / 

1.74  8 
-0  66  def 

2.20  6.7 
0.60  4.4 
1  66  6.2 
0.74  5.3 
none  0.0 

346  109                    Philip  Morris 

347  80             International  Paper 
o^+o   dju                   DrocKway  uiass 

349  504  Johns-Manville 

350  433             General  Tel  &  Elec 

6.6            68%-  34%  63 
6.3            79%-  31%  44% 

£  1                      OC,l/-_       Qi/_  OQ1/, 
D.l                   ODY2—      y/8  ^o/4 

6.0            38%-  14%  33% 
5.8            33%-  16%  31% 

599  3,771 
46.8  2,084 

A  Q                1  "57 

H.y  10/ 
21.4  710 
135.4  4,316 

5.32  12 
4.64  10 

4  9^  7 

3.59  9 
3.94  8 

1.65  2.6 
2.00  4.5 
1 40        5  0 
1.60  4.8 
2.24  7.0 

351  584                Talley  Industries 

352  297  Seafirst 

353  266              Central  Tel  &  Utils 

354  415               Varian  Associates 

355  581             New  England  G  &  E 

5.8            11%-    4%  11% 
5.7            35%-  14  34% 
5.6            27%-  13  25% 
5.5            21%-    5%  19% 
5.2            18%-    8%  17% 

4.3  49 
9.0  313 
21.8  560 
7.5  144 
7.3  130 

2.55  5 
4.31  8 
2.77  9 
1.66  12 
2.31  8 

170  6.1 
1.24  3.6 
1.50  5.8 
0.40  2.1 
1.44  8.1 

*  Not  ranked  last  year,   def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five- Year  Change  in  Consumer  Price  Index:  44.9% 


Rank 

■77   76  Company 

5-Year               1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

356  67  Weyerhaeuser 

357  277             United  States  Shoe 

358  286  CBS 
358      *                     Laclede  Gas 
360  571                    Lucky  Stores 

5.1%         49%-  22%  29% 

5.0  38%-    6%  23% 
4.2            62V4-  24%  52V4 
4.2            24V8-  11%  21% 

4.1  15%-    6%  14% 

127.3  $3,772 
6.9  165 

27.9  1,459 
4.4  94 

38.9  560 

$2.45  12 
2.92  8 
6.36  8 
2.59  8 
1.40  10 

$0.80  2.7% 
1.20  5.1 
2.40  4.6 
1.70  7.9 
0.76  5.3 

361  625  Insilco 

362  729  Celanese 

363  414  Metromedia 

364  653       Combustion  Engineering 

365  438                       W  R  Grace 

4.1            15%-    4%  14% 
4.0            58  -  24V2  42% 
4.0            33%-    4V4  33% 
3.8            70%-  14%  40% 
3.8            33%-   18  27V2 

9.3  138 
13.9  586 

6.6  218 
15.5  631 
36.9  1,016 

2.11  7 
4.31  10 
4.80  7 
3.89  10 

3.70  7 

0.88  5.9 
2.80  6.6 
1.50  4.5 
1.60  '  3.9 
1.80  6.5 

366  167              BankAmerica  Corp 

367  766  Whittaker 

368  222              Panhandle  Eastern 

369  384                American  Brands 

370  239                    Petrie  Stores 

3.7            30%-   12  24% 
3.5             7%-    1%  7y2 
3.3            50%-  19%  46% 
3.3            48%-  27%  43V2 
3.2            41%-  14%  40V4 

146.3  3,638 
14.3  108 
17.3  806 
26.1  1,134 
14.1  566 

2.63  9 
0.74  10 
5.71  8 
5.31  8 
2.90  14 

0.94  3.8 
none  0.0 
2.50  5.4 
3.04  7.0 
1.25  3.1 

371  240                       Murphy  Oil 

372  318                Aetna  Life  &  Cas 

373  714  Koehring 

374  516          Rochester  Gas  &  Elec 

375  *  Amerace 

2.8            50%-  14%  32% 
2.6            41  -  15%  37V2 
2.5            23%-    3%  20% 
2.3            21%-    9V4  20% 
2.0            26V4-  11%  25 

12.4  402 
53.6  2,008 

2.9  60 
12.8  264 

2.4  59 

3.94  8 
6.49  6 
2.86  7 
2.47  8 
3.49  7 

0.80  2.5 
1.60  4.3 
0.80  3.9 
1.40  6.8 
1.20  4.8 

376  537  Natomas 

377  319                Natl  Detroit  Corp 

378  372         Am  Natural  Resources 

379  585  Culbro 

380  434                           Gulf  Oil 

2.0            45%-  16V2  36% 
2.0            29  -  13%  25% 
1.9            47V2-  26%  46% 
1.9            23%-    9%  20% 
1.9            30%-   16  27% 

74  274 

12.1  312 
21.1  983 
3.1  63 
195.0  5,361 

9.68  4 
4.65  6 
5.88  8 
3.47  6 
4.08  7 

1.60  4.3 
1.52  5.9 
2.80  6.0 
1.32  6.4 
1.90  6.9 

381  655               Atlanta  Gas  Light 

382  388           Mellon  National  Corp 

383  *              Hanover  Insurance 

384  758  Pitney-Bowes 

385  747          Washington  Natl  Corp 

1.6            16%-    8%  15% 
1.5            61%-  29  49% 
1.4            27%-    4%  27% 
1.3            21%-    6%  19% 
1.2            26%-    7%  25V2 

4.5  72 
9  8  487 

3.2  89 
13.4  260 

6.3  161 

2.88  6 
7.10  7 
6.93  4 
2.71  7 
3.10  8 

1.32  8.3 
2.80  5.6 
0.24  0.9 
1.00  5.2 
1.00  3.9 

386  336  TRW 

387  531  Dayco 

388  *           Harcourt  Brace  Jovan 

389  287                Alcan  Aluminium 

390  274  Borden 

1.1            40%-  10%  34% 
1.0            19%-    8'/4  17 
0.7            35%-  12'/4  34% 
0.6            41  -  18%  22% 
0.4            36%-  15V4  31% 

27.9  961 
3.5  59 
4.3  149 
40.4  925 
30.9  978 

4.53  8 
3.69  5 
4.73  7 

4.00  6 

4.01  8 

1.60  4.6 
0.50  2.9 
1.44  4.1 
1.40  6.1 
1.56  4.9 

391  364                  Crum  &  Forster 

392  334  Bristol-Myers 

393  643            Consolidated  Edison 
393   353                       Jim  Walter 
393   544            Pub  Svc  Elec  &  Gas 

0.4            35%-  12%  34 
0.4            41%-  15%  34% 
0.0            26  -     6  25 
0.0            44Vt-  13%  30% 
0.0            26%-  10y2  23% 

13.0  443 

63.1  2,184 
61.6  1,541 
14.3  442 
59.3  1,407 

6.18  6 
2.64  13 
4.63  5 
4.56  7 
3.09  8 

1.72         5  1 
1.10  3.2 
2.00  8.0 
1.40  4.5 
1.96  8.3 

396  257               Standard  Oil  Calif 

397  313                      Wells  Fargo 

398  351             Turner  Construction 

399  *  Norin 

400  467  FMC 

-0.2            45%-  20%  39% 
-0.4            29%-    9%  28% 
-0.5            28%-  10%  25% 
-0.5            13-2  10% 
-0.6            27V2-     9  22% 

170.4  6,774 
22.3  629 
1.1  27 
2.3  24 
32.0  716 

5.94  7 
3.74  8 
2.84  9 
-1.36  def 
3.80  6 

2.40  6.0 
1.12  4.0 
1.60  6.3 
0.15  1.4 
1.20  5.4 

401  333             Public  Service  Ind 

402  162  Kimberly-Clark 

403  262                Standard  Brands 

404  468            Potomac  Elec  Power 

405  *               Cornwall  Equities 

-0.6            31%-  15%  29 
-0.6            50%-  18%  40% 
-0.7            40%-  20  26% 
-0.8            16%-    8%  15% 
-0.9            34%-    2%  13% 

24.4  709 
23.4  952 
27.8  745 
39.6  629 
1.0  13 

3.30  9 
5.46  7 
2.30  12 
1.88  8 
4.29  3 

2.04  7.0 
2.20  5.4 
1.28  4.8 
1.28  8.1 
0.20  1.5 

406  340              Stokely-Van  Camp 

407  246  Gannett 

408  422              Mfrs  Hanover  Corp 

409  *                    Dennison  Mfg 

410  560            General  Public  Utils 

-1.2            28%-  11%  20% 
-1.3            45  -  19%  38 
-1.4            43%-  19%  35 
-1.7            29y4-    7%  273/4 
-1.7            22'/4-    9%  21% 

3.3  67 
26.7  1,015 
32.4  1,135 

4.2  117 
59.3  1,261 

2.29  9 
2.48  15 
5.22  7 
4.29  6 
2.61  8 

1.20  5.9 
1.20  3.2 
1.92  5.5 
1.24  4.5 
1.76  8.3 

410  248                  Safeway  Stores 

412  187                   General  Signal 

413  424  Eaton 

414  441  A-T-0 
414  347                Norris  Industries 

-1.7            52%-  27%  42V2 
-1.8            28%-    8%  27% 
-1.9            45%-   18  39% 
-2.6            12%-    3Vs  9'A 
-2.6            31%-     5  23% 

26.0  1,106 
15.8  433 
17  1  676 
5.9  55 
98  226 

3.93  11 
2.30  12 
5.95  7 
1.59  6 
4.27  5 

2.20  5.2 
0.80  2.9 
2.00  5.0 
0.40  4.3 
1.00  4.3 

416  181         Engelhard  Min  &  Chem 

417  300                McLean  Trucking 

418  121                     General  Mills 

419  409                  Southland  Corp 
42C  380          So  Natural  Resources 

-2.7            37%-  12%  26 
-2.9            28%-    7%  21% 
-2.9            35%-  14%  3iy4 
-2.9            27%-   11  25% 
-3.0            33%-  13%  31% 

31.4  816 
5  6  119 
49.7  1,552 
19.6  504 
20.1  641 

3.87  7 
2.82  7 
2.50  13 
2.41  11 
4.02  8 

1.20  4.6 
0.58  2.7 
1.00  3.2 
0.60  2.3 
1.05  3.3 

*  Not  ranked  last  year,    def  Deficit. 
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Who's  Where  in  the  Stock  Market 

rive-Year  Lnange  in  uonsumcr  rrice  moex  44  y/o 

Rank 

•77   76  Company 

5-Year               1973-77  Recent 
Price  Change       Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

421  851  Kellwood 

422  399  Cyclops 

49*3    410              Onlnmhii*;  &  <in  Ohio 

424  390  NortrustCorp 

425  322              Michigan  National 

-3.2%         24%-    6V2  19 
-3.3            28V2-  14%  21% 
-3  5             29  -    1?  27% 
-3.6            42%-  21  34 
-3.6            33%-    7%  30% 

3.4          $  64 
2.1  46 
16.0  438 
5.0  170 
6  8  206 

$3.62  5 
3.71  6 
3.64  8 
5.28  6 
4.98  6 

$0.92  4.8% 
1.30  6.0 
2.32  8.5 
1.72  5.1 
1.00  3.3 

426  620                  So  Calif  Edison 

427  515         Columbia  Gas  System 

428  786                Interstate  United 

429  359             GenI  Tire  &  Rubber 

430  291            Connecticut  General 

-3.6            28V2-  14%  26% 
-3.6           33%-  15%  29% 
-3.7            11%-    2V4  9% 
-3.7            29%-    9%  23% 
-3.8            58%-  22%  53% 

53.7  1,438 
32.5  966 
2.9  29 
22.3  532 
27.3  1,461 

3.98  7 
3.91  8 
1.06  9 
5.21  5 
7.76  7 

2.00  7.5 
2.24  7.5 
0.24  2.4 
1  30  5.4 
1.20  2.2 

431  *               Olympia  Brewing 

432  *  EG&G 

433  348                        Dan  River 

434  701  Macmillan 

435  294  Esmark 

-4.1            61%-    7%  17% 
-4.1           24%-    7  17y2 
-4.2            14  -     4  11% 
-4.3            12%-     3  11% 
-4.4            42  -  16%  30% 

2.6  46 

7.7  135 
5.6  64 

12.4  140 
17.6  532 

2.23  8 
1.55  11 
2.02  6 
1.43  8 
3.86  8 

0.90  5.1 
0.36  2.1 
0.72  6.3 
0.50  4.4 
1.84  6.1 

436  590                    Times  Mirror 

437  304  PepsiCo 

438  375               National  Fuel  Gas 

439  166            Commercial  Metals 

440  *  Equifax 

-4.4            25%-    8%  24y2 
-4.5            29%-    9%  27% 
-4.5            29%-  16%  26% 
-4.6            15y2-    7%  8% 
-4.7           33%-   12  27% 

33.8  829 
86.7  2,407 

5.1  135 
2.5  20 

3.2  88 

2.66  9 
2.14  13 
3.54  7 
-0.11  def 
3.00  9 

1.00  4.1 
0.90  3.2 
2.24  8.5 
0.20  2.4 
2.35  8.5 

441  501               Pa  Power  &  Light 

442  473                National  Gypsum 

443  392              Crown  Cork  &  Seal 

444  494                Security  Pacific 

445  456                     Duke  Power 

-5.0            26  -   13  24 
-5.2            18%-     8  16% 
-5.2            28%-  13%  25'/8 
-5.3            33%-   13  31% 
-5.4            23yz-   10  22 

34.4  825 
16.3  263 
15.3  386 
21.3  669 
65.0  1,430 

3.37  7 
2.11  8 
3.27  8 
4.46  7 
2.39  9 

1  92  8.0 
1.05  6.5 
none  0.0 
1.54  4.9 
1.72  7.8 

446  769                    IC  Industries 

447  524           Cleveland  Elec  Ilium 

448  507  Petrolane 

449  207                   First  Intl  Bshs 
449  608                 Savannah  Foods 

-5.4            29  -  10%  26% 
-5.5           37%-  20%  34% 
-5.6            33  -    7V2  29% 
-5.7            60y2-  26y2  41% 
-5.7            21  -    8%  18y2 

14.1  368 
21.4  732 
11.0  327 
15.3  639 
1.9  34 

4.65  6 
4.63  7 
3.39  9 
4.18  10 
4.90  4 

1.52  5.8 
2.64  7.7 
0.90  3.0 
1.40  3.4 
1.40  7.6 

451  116            Gulf  &  Western  Inds 

452  592                   Springs  Mills 

453  443  Kraft 

454  265                      Ashland  Oil 

455  598                    Stop  &  Shop 

-5.7            21%-    6y2  11% 
-6.0            15%-    8%  13% 
-6.1            51  -  26%  46y2 
-6.1            37%-  15%  30% 
-6.5            21  -    7%  13 

47.9  563 
8.7  119 
27.9  1,296 
26.7  824 
4.0  52 

2.90  4 
1.76  8 
5.36  9 
5.60  6 
2.58  5 

0.66  5.6 
0.90  6.5 
2.32  5.0 
2.00  6.5 
1.00  7.7 

456  343                      Scott  Paper 

457  299                    Central  Soya 

458  190            American  Petrofina 

459  147                    Lukens  Steel 

460  176                  Ralston  Purina 

-6.5            24%-    9%  14% 
-6.5            23%-    9%  12% 
-6.6            40V2-  24%  30 
-6.7            39%-   16  27% 
-6.7            18%-    9%  13% 

38.6  555 
15.4  193 

10.7  320 
2.6  72 

107.3  1,488 

1.75  8 
0.80  16 
3.08  10 
3.96  7 
1.33  10 

0.76  5.3 
0.70  5.6 
2.20  7.3 
1.60  5.7 
0.50  3.6 

461  495                  Champion  Intl 

462  *         Washington  Gas  Light 

463  213             Continental  Illinois 

464  354                No  States  Power 

465  280                  Cessna  Aircraft 

-6.7            28%-    9%  20% 
-6.9            27%-   10  23% 
-6  9             30%-   1 1  %  25% 
-7.0            31%-  15%  28% 
-7.2            34%-    9%  29% 

47.5  986 
4.3  102 
35.5  902 
29.3  832 
8.2  244 

3.11  7 
3.93  6 
3.87  7 
3.19  9 
4.40  7 

1.10  5.3 
2.08  8.8 
1.32  5.2 
2.06  7.3 
1.44  4.9 

466  561                         Ball  Corp 
466  813                     Servo  mat  ion 

468  512  INA 

469  522               Cincinnati  G  &  E 

470  652  Zapata 

-7.3            25%-     8  19 
-7.3            26%-    5%  23% 
-7.4            49%-  19^1  44 
-7.4            25%-  13%  23% 
-7.5            17  -    7%  13% 

4.7  89 
4.1  96 
24.8  1,092 
23.7  '554 
7.3  101 

2.97  6 

2.98  8 
5.94  7 
3.15  7 
1.83  8 

1.00  5.3 
1.30  5.5 
2.30  5.2 
1.84  7.9 
0.30  2.2 

471  394  Purex 

472  613                 Tampa  Electric 

473  212  Ingersoll-Rand 

474  497                 Anchor  Hocking 
474  466                    Walter  Kidde 

-7.6            19%-    m  16% 
-7.6            22%-    8%  19% 
-7  6             98^-  50Vb  60% 
-7.7            32%-   12  27 
-7.7            33%-    8%  27 

111  186 

15.2  300 
18  7         1  135 
6.7  182 
10.0  269 

1.94  9 
1.86  11 
5.12  12 
3.81  7 
4.88  6 

1.08  6.4 
1.20  6.1 
2.80  4.6 
1.50  5.6 
1.40  5.2 

476  283                  PPG  Industries 

477  272  Kane-Miller 

478  349  Hyster 

479  237               Winn-Dixie  Stores 

480  192             American  Natl  FinI 

-7.8            39%-  13%  28% 
-7.9            13%-    4%  7% 
-8  1              3?  -     8%  ?7V« 
-8.1            46%-  22%  38% 
-8.2            13%-    5%  11% 

31.2  902 
3.7  26 
6.0  162 
19.2  736 
30.8  347 

4.86  6 
0.95  8 
5.40  5 

3.32  12 
1.37  8 

1.60  5.5 
0.28  3.9 
0.80  2.9 
1.68  4.4 
0.46        4. 1 

481   527           Baltimore  Gas  &  Elec 
481   704                    City  Investing 

483  511         Niagara  Mohawk  Power 

484  601           St  Louis- San  Fran  Ry 

485  85        Allegheny  Ludlum  Inds 

-8.3            31%-  12%  27% 
-8.3            16%-    4  13% 
-8.5            18%-    7%  16% 
-8.5            47%-  21%  41% 
-8.6            28%-  13%  17% 

30.5  848 
22.5  312 
56.4  916 
26  110 
7.3  126 

281  10 
2.57  5 
1.85  9 
5.69  7 
1.75  10 

2.16  7.8 
0.80  5.8 
1.34  8.2 
2.50  6.0 
1.28  7.4 

*  Not  ranked  last  year,   def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consumer  Price  Index:  44.9% 

Rank 

•77   76  Company 

5-Year              1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 

Famines  Farninoc 

Per  Share  Ratio 

Indicated 

Annual           l"  iiriar.t 

Dividend  Yield 

486  152                  Republic  Steel 

487  108                 Cook  Industries 

488  569            Tecumseh  Products 

489  153                     J  P  Stevens 

490  721  Morton-Norwich 

-8.7%         40%-  19%  23% 
-8.9            26V4-     6  10% 
-9.0            67  -  17V2  54 
-9.0            26%-   10  15% 
-9.4            33%-   10  27% 

16.2  $382 
3.7  39 
5.5  295 
11.7  184 
12.6  350 

$2.18  11 
-13.55  def 
7.20  8 
2.96  5 
2.64  11 

$1.60  6.8% 
none  0.0 
3.90  7.2 
1.20  7.6 
1.12  4.0 

491  358                 Nalco  Chemical 

492  446                     Rockwell  Intl 

493  236                  Beatrice  Foods 

494  749  Foremost-McKesson 
494  456                 Pacific  Pwr  &  Lt 

-9.5            41%-   13  28V2 
-9.7            37V4-   18  29% 
-9.9            30%-  12%  25 
-10.0            20%-    9%  18 
-10.0            26%-  13%  22% 

19.9  566 
33.0  967 
88.6  2,216 
12.3  221 
34.5  775 

2.46  12 
4.18  7 
2.27  11 
2.97  6 
2.07  11 

1.10  3.9 
2.20  7.5 
0.96  3.8 
1.10  6.1 
1.80  8.0 

494  552                  Union  Electric 
497   482           NY  State  Elec  &  Gas 
497   576               Western  Bancorp 
499  450          New  England  Electric 
499  738                      Roper  Corp 

-10.0            18%-    8%  15% 
-10.2            22%-   10  19 
-10.2            37%-  13%  32% 
-10.3            26%-   12  24 
-10.3            32%-    8%  28% 

46.3  730 

21.4  407 
23.9  785 
20.7  496 

2.7  76 

1.64  10 

2.07  9 

4.52  7 
2.68  9 

3.53  8 

1.36  8.6 
1.60  8.4 
1.70  5.2 
1.94  8.1 
1.60  5.6 

501  124               Briggs  &  Stratton 

502  317                Ken  necott  Copper 

503  177                Cal-Maine  Foods 

504  269  Jefferson-Pilot 
504  586  Transamerica 

-10.4            33%-  14%  26% 
-10.5            49%-  20  2^4 
-10.6             8%-    2%  4% 
-11.0            40%-  20 V2  31 
-11.0            17%-    5%  15% 

14.5  383 
33.2  705 
2.5  12 
23.9  741 
66.8  1,019 

2.33  11 
-0.28  def 
0.89  5 
3.17  10 
2.32  7 

1.12  4.2 
0.60  2.8 
none  0.0 
0.92  3.0 
0.80  5.2 

506  725                      Giant  Food 

507  455    .  Stewart-Warner 

508  819                     Ward  Foods 

509  423           So  New  England  Tel 

510  471             General  Instrument 

-11.0            20%-    7%  18 
-11.0            37%-  16%  31% 
-11.0            11%-    3%  7% 
-11.3            45  -  25%  38% 
-11.6            26%-     4  20% 

3.2  58 
4  1  130 
3.8  29 
11.2  426 
7.5  155 

3.62  5 
4.23  7 
-2.66  def 
4.39  9 
2.47  8 

1.20  6.7 
2.10  6.7 
none  0.0 
3.00  7.9 
0.40  1.9 

511  550                    National  Can 

512  360                Franklin  Life  Ins 

513  397                   Best  Products 

514  925                    Marathon  Mfg 

515  659            Hospital  Corp  of  Am 

-11.6            17%-    6%  15% 
-11.6            31%-  11%  27% 
-11.7            33%-    1V4      26 V2 
-11.7            22%-    3%  18% 
-11.9            29%-    4y2  26 

6.7  102 
21.0  580 

5.8  154 
5.6  102 

12.7  330 

2.94  5 
2.50  11 
3.06  9 
2.46  7 
2.52  10 

0.64  4.2 
1.00  3.6 
0.16  0.6 
0.50  2.7 
0.40  1.5 

516  614  MBPXL 

517  670                   Phila  Electric 

518  395                   Ohio  Casualty 

519  618                 Colonial  Stores 

520  649             Southern  Company 

-12.0            14%-    4%  13 
-12.1            23V2-    9%  20 
-12.2            27%-    7%  23% 
-12.4            25%-   14  19y2 
-12.4            20%-    7%  17% 

2.2  28 
74.6  1,492 
11.6  272 
3.8  74 
136.1  2,398 

1.61  8 

2.05  10 

4.06  6 
2.80  7 
2.05  9 

0.40  3.1 
1.80  9.0 
0.86  3.7 
1.45  7.4 
1.54  8.7 

521  271                 Texas  Oil  &  Gas 

522  607            Cincinnati  Milacron 

523  444                    J  Weingarten 

524  587         United  States  Gypsum 

525  400                Allegheny  Power 

-12.6            35%-    7y2  30% 
-12.7            44y4-  13y2  38% 
-12.7            7y2-    2y2  6 
-12.7            28  -   13  23% 
-12.8           24y2-  11%  21% 

19.6  605 
3.6  139 
2.3  14 

16.7  385 

30.8  658 

3.40  9 
4.97  8 
-0.20  def 
2.61  9 
2.44  9 

0.28  0.9 
1.80  4.7 
0.40  6.7 
1.60  6.9 
1.72  8.0 

526  435                United  Telecom 

527  339  Mobil 

528  726                 General  Cinema 
528  486  Interco 
530  458            Burlington  Northern 

-12.9            23%-  10%  19% 
-13.0            75%-  30%  64% 
-13.0            37%-    5%  30 
-13.0            54  -   17  45 
-13.1            53  -  26%  43 

54.6  1,057 
105.9  6,818 
5.5  166 
14.3  644 
12.5  537 

2.29  8 
9.13  7 
3.39  9 
5.57  8 
6.00  7 

1.28  6.6 
4.20  6.5 
0.88  2.9 
1.80  4.0 
1.60  3.7 

531   752                  General  Cable 
531   828               Gray  Drug  Stores 

533  750  Pet 

534  180                J  P  Morgan  &  Co 

535  559                 Duquesne  Light 

-13.2            16%-    6%  12% 
-13.2            28%-     5  20% 
-13.3           37%-  15%  31% 
-13.3            73y2-  40%  45y2 
-13.4            24V4-   11  20% 

14.3  177 
1.7  35 
6.5  206 
38.7  1,760 
29.0  584 

1.58  8 
3.58  6 
4.09  8 
5.33  9 
2.04  10 

0.82  6.6 
1.00  4.8 
1.80  5.6 
2.20  4.8 
1.72  8.5 

536  403  Travelers 

537  *           Sambo's  Restaurants 

538  534                     Ohio  Edison 

539  290           Imperial  Corp  of  Am 

540  483            McDonnell  Douglas 

-13.8            40%-  15y4  33y2 
-14.0            27  -    6%  19% 
-14.1            23%-  10%  19% 
-14.1             19  -    4y2  16% 
-14.1            3iyi-    7%  23% 

43.0  1,442 
12.8  249 
45.0  894 

13.7  229 

36.8  879 

5.06  7 
1.94  10 
2.17  9 
3.81  4 
3.05  8 

1.28  3.8 
0.48  2.5 
1.76  8.9 
0.50  3.0 
0.50  2.1 

541  82  Hewlett-Packard 

542  331              North  Amer  Philips 

543  578                 Dart  Industries 

544  689                 Union  Bancorp 

545  835           Combined  Insurance 

-14.2           120y2-  52  74% 
-14.3            36  -  11%  29% 
-14.7            44%-   10  36% 
-14.7*           17%-    5%  13 
-14.7            20%-    5%  17% 

28  4  2,106 

12.8  372 
23.1  838 
11.6  151 
26.5  461 

4.27  17 
4.63  6 
4.36  8 
1.47  9 
2.44  7 

0.40  0.5 
1.50  5.2 
1.00  2.8 
0.84  6.5 
1.00  5.8 

546  682  Fruehauf 

547  545                    Trans  Union 

548  556         Commonwealth  Edison 

549  484             Arizona  Public  Serv 

550  567               El  Paso  Company 

-14.8           34%-  13  28% 
-14.8            45%-  24%  36 
-15.0            36%-  19%  30% 
-15.1           24%-  11%  20% 
-15.2            21  -    9%  17% 

12.0  337 
12.9  464 

69.5  2,120 

26.6  541 
42.6  746 

4.65  6 
4.39  8 
3.07  10 
3.14  6 
0.70  25 

2.00  7.1 
1.92  5.3 
2.40  7.9 
1.68  8.2 
1.10  6.3 

*  Not  ranked  last  year,   t  Four-year  price  change,    def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consum'er  Price  Index:  44.9% 


Rank 

77  '76  Company 

5-Year               1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

onares  rviarKei 
Outstanding  Value 
(millions)  (millions) 

Latest 

n-nrionin  rrice/ 

Earnings  Earnings 
Per  Share  Ratio 

Indicated 
Annual  Current 
Dividend  Yield 

551  619               Charter  New  York 

552  570  Nabisco 

553  337            Williams  Companies 

554  210                   Union  Carbide 

555  640          Chromalloy  American 

-15.2%         35%-   18  28% 
-15.4            61  -  21%  51 
-15.7            38%-   18  21% 
-15.8            76%-  29%  42% 
-15.9            20%-    7%  15% 

8.4  $240 
16.1  820 
24.9  534 
64.3  2,711 
10.6  168 

$5.09  6 
4.38  12 
2.62  8 
6.07  7 
2.82  6 

$2.12  7.4% 
2.52  4.9 
1.00  4.7 
2.80  6.6 
1.00  6.3 

556  594                    Maryland  Cup 

557  827                 BanCal  Tri-State 

558  385  IBM 

559  600            Brooklyn  Union  Gas 

560  808              Miles  Laboratories 

-16.2            35%-   10  28% 
-16.2            26%-  10%  20 
-16.4          365V4-150V2  268% 
-16.6            25%-   11  20% 
-16.6            60  -  13%  47% 

45  129 
3  5  70 
148.1  39,808 

7.3  152 

5.4  254 

3.68  8 
1.42  14 
17.39  15 
2.72  8 
2.89  16 

0.66  2.3 
0.60  3.0 
10.00  3.7 
1.80  8.7 
1.28  2.7 

561  599  ASARCO 

562  631            American  Cyanamid 

563  686              Consumers  Power 

564  *                   Paine  Webber 

565  695             Chemical  New  York 

-16.8            27%-   12  15% 
-16.8            32%-  17%  26% 
-16.8            30%-     9  24% 
-16.9            12%-     1%  7% 
-17.0            54%-  26%  43% 

26.7  414 

47.8  1,272 
39.1  942 

5.3  39 
14.6  635 

0.88  18 

2.81  9 
3.64  7 
1.63  5 

6.82  6 

0.40  2.6 
1.50  5.6 
2.12  8.8 
0.40  5.4 
3.00  6.9 

566  306                      Revco  D  S 

567  215  NLT 

568  616           Delmarva  Power  &  Lt 

569  *              Central  III  Pub  Svc 

570  128             Texas  Instruments 

-17.0            27%-    5%  22 
-17.1            30%-    8%  24% 
-17.2            17%-    7%  13% 
-17.2            19%-    8%  15 
-17.3          138%-  58%  75V4 

13.2  291 
34.6  853 
19.2  267 
19.4  290 
22.8  1,719 

1.88  12 
3.25  8 
1.50  9 
1.79  8 
4.98  15 

0.40  1.8 
0.76  3.1 
1.20  8.6 
1.28  8.5 
1.32  1.8 

571  671  Dillingham 

572  519  Melville 

573  717                    Kemper  Corp 

574  767         Southwest  Forest  Inds 

575  664                        R  H  Macy 

-17.3            12%-    4%  8% 
-17.4            34  -    4%  27% 
-17.4            46  -   11  38 
-17.4            13%-    3%  8% 
-17.8            47%-  10V4  38 

12.8  107 
24.8  679 

5.8  219 
5.4  48 

9.9  376 

0.57  15 
2.62  10 
8.37  5 
2.01  4 
5.55  7 

0.52  6.2 
0.96  3.5 
1.80  4.7 
0.20  2.3 
1.50  3.9 

576  635               Bank  of  New  York 

577  633                 Pacific  Lighting 

578  543               Lincoln  Natl  Corp 

579  379                May  Dept  Stores 

580  593           American  Elec  Power 

-17.9            42  -  22  32% 
-17.9            26V4-  13%  20% 
-18.0           48V4-  19  36 
-18.3           36  -  10%  27% 
-18.3           30%-  13%  24% 

6.0  193 
23.2  478 
21.6  779 
22.4  612 
102.4  2,510 

5.16  6 
2.81  7 
5.38  7 
3.35  8 
2.56  10 

2.32  7.2 
1.80  8.7 
1.80  5.0 
1.16  4.2 
2.12  8.7 

581  163                    W  W  Grainger 

582  424                  National  Steel 

583  500                 General  Motors 

584  485                  Malone  &  Hyde 

585  *  Mallinckrodt 

-18.5            45  -  15%  30% 
-18.6            52V4-  28%  32% 
-18.6           84%-  28%  66 
-18.8            32  -  12V4  24% 
-18.9            53  -  22%  33Vi 

14.0  427 
19.3  633 
286.5  18,910 
6.8  167 
9.4  312 

2.21  14 
3.06  11 
11.13  6 
2.29  11 
2.85  12 

0.56  1.8 
2.50  7.6 
7.25  11.0 
0.84  3.4 
0.80  2.4 

586  382                  Genuine  Parts 

587  730           Peoples  Drug 'Stores 

588  690             Fedl  Natl  Mortgage 
588  677                  Hershey  Foods 
590  668                  Detroit  Edison 

-19.0            48%-   17  34% 
-19.3            11V4-    3%  8% 
-19.4            23%-  11%  16% 
-19.4            27%-    8%  19V4 
-19.4            21V4-    7%  16% 

17.5  598 
3.6  30 
53.2  857 
13.0  251 
59.0  982 

2.31  15 
1.25  7 
2.94  5 
2.92  7 
2.02  8 

0.90  2.6 
0.20  2.4 
1.00  6.2 
1.20  6.2 
1.52  9.1 

591  669  Flintkote 

592  596          Dayton  Power  &  Light 

593  243             Northwest  Bancorp 
593  603       Warner  Communications 
595  228              First  City  Bancorp 

-19.5            25%-    9%  20% 
-19.6            25  -  10%  18% 
-19.6            33%-  11%  24% 
-19.6            39%-    6%  29% 
-19.6            43V4-  14V4  31% 

6.7  134 
20.3  375 
25.3  623 
11.1  330 
10.9  344 

2.23  9 
2.00  9 
2.85  9 
4.81  6 
3.55  9 

1.20  6.0 
1.66  9.0 
1.04  4.2 
0.80  2.7 
1.12  3.5 

596  470                 Fairmont  Foods 

597  526           Leaseway  Transportn 

598  825               Charter  Company 

599  *                        Dow  Jones 

600  712                      Gulf  United 

-19.6            17-6  liy4 
-19.8            41%-    8%  32% 
-19.9             7%-    2%  4% 
-20.0            44%-  14%  35 
-20.2            19  -    5%  15 

4.4  50 
7.8  252 
17.6  72 
15.4  540 
22.0  330 

0.91  12 
3.93  8 
0.79  5 

2.46  14 

1.47  10 

0.76  6.8 
1.60  4.9 
0.16  3.9 
1.32  3.8 
0.72  4.8 

601  731             American  Financial 

602  464           Capital  Holding  Corp 

603  369  ENSERCH 

604  563                      Scovill  Mfg 

605  377           Provident  Life  &  Acc 

-20.3            20%-     6  15V4 
-20.4            32%-  13%  23 
-20.5            40%-  16%  31 
-20.5            28V4-     7  22% 
-20.8            51  -   18  38 

8.7  133 
28.8  661 
16.7  517 

8.4  187 

9.8  374 

2.38  6 
2.29  10 
3.98  8 

3.00  7 
5.15  7 

0.04  0.3 
0.60  2.6 
1.80  5.8 
1.40  6.3 
0.88  2.3 

605  453         Suburban  Propane  Gas 

607  107  Lykes 

608  644            Long  Island  Lighting 

609  *         Strawbridge  &  Clothier 

610  242  Bemis 

-20.8           33  -  10%  23% 
-21.1            24%-     4  7 
-21.2            23%-    9%  18% 
-21.2            33%-  11%  26% 
-21.3            26%-  liy4  20Va 

4.5  107 
9.2  65 

43.6  811 
1.7  45 

4.6  94 

2.95  8 
-20.66  def 
2.58  7 
5.04  5 
3.18  6 

1.20  5.1 
none  0.0 
1.63  8.8 
1.30  4.9 
1.20  5.9 

611  459              Carolina  Pwr  &  Lt 

612  679                   Illinois  Power 

613  646                  Amerada  Hess 

614  474                Emerson  Electric 

615  588            Public  Service  Colo 

-21.4            30%-  10%  23% 
-21.5            34%-   14  27 
-21.5            44%-   12  31% 
-21.9           53V4-  20%  35% 
-22.1            24%-    9%  18% 

36.1  843 
22.5  608 
24.0  747 
57.3  2,042 
23.8  439 

2.50  9 
2.54  11 
5.10  6 
2.47  14 
1.79  10 

1.72  7.4 
2.28  8.4 
0.80  2.6 
1.20  3.4 
1.46  7.9 

*  Not  ranked  last  year,    def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consumer  Price  Index:  44.9% 


Rank 

■77  -76  Company 

R-VMr                      1Q7^-77  OeLrant 

Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 
Annual  Current 
Dividend  Yield 

616  533  Federal-Mogul 

617  654              Crocker  Natl  Corp 

618  *                     Gas  Service 

619  367                   Intl  Harvester 

620  439                   B  F  Goodrich 

-22.1%         30%-  11%  23% 
-22.3            32%-  13%  24% 
-22.5            17%-     8  13% 
-22.5            39  -  16%  29% 
-22.6           33%-  12%  21% 

5.7  $135 

11.7  292 
4.1  55 

28.8  858 
14.6  320 

$4.42  5 

4.12  6 
1.50  9 
6.01  5 

5.13  4 

$1.60  6.7% 
1.66  6.7 
1.20  9.0 
2.10  7.1 
1.32  6.0 

621  687  Girard 

622  201  Colgate-Palmolive 

623  564           Lone  Star  Industries 

624  530                 Arvin  Industries 
624  509  Textron 

-22.7            56%-  28%  43 
-22.7            35%-  15%  24% 
-22.9            25%-    8%  181/2 
-23.0            26%-    4%  20% 
-23.0            34%-  11%  26% 

2.5  106 
77.5  1,880 
111  205 

6.0  122 
30.0  790 

7.52  6 
2.06  12 
2.58  7 
4.48  5 

3.62  7 

3.24  7.5 
1.00  4.1 
1.10  5.9 
1.00  4.9 
1.40  5.3 

626  279              Procter  &  Gamble 

627  536          Dun  &  Bradstreet  Cos 

628  78                  McLouth  Steel 
628  609                Southern  Pacific 
630  642                     G  C  Murphy 

-23.2           120  -  67  85% 
-23.3            42  -  13%  29% 
-23.3            23%-    9%  11% 
-23.3            44%-  24%  33% 
-23.3            24%-    9%  17% 

826  7,073 
26.3  769 

5.5  61 
26.9  909 

3.9  68 

5.78  15 
2.04  14 
0.40  28 
4.52  7 
2.95  6 

2.60  3.0 
1.24  4.2 
none  0.0 
2.40  7.1 
1.28  7.4 

631  *                  BancOhio  Corp 

632  329              Republic  of  Texas 

633  820              Armstrong  Rubber 

634  389             Northwestern  Steel 

635  479  Borg-Warner 

-23.5            29%-   11  19% 
-23.5            44!/4-  15%  28y2 
-23.8           38  -  10%  28 
-23.9            46  -  21V2  26% 
-24.0            36%-  12V2  27% 

7.3  143 
11.7  334 
1.7  48 
7.5  197 
20.6  571 

3.39  6 
6.21  5 
8.19  3 
2.03  13 
4.57  6 

1.30  6.7 
1.20  4.2 
1.20  4.3 
1.20  4.6 
1.80  6.5 

636  117  Massey-Ferguson 

637  693         San  Diego  Gas  &  Elec 

638  606              So  Carolina  E  &  G 

639  *  Copeland 

640  254                Bethlehem  Steel 

-24.1            32%-  11%  15 
-24.1            20%-   10  15% 
-24.1            25  -    8%  18% 
-24.4            261/2-    6%  19 
-24.7            48  -  18%  22% 

18.3  274 
22.5  346 
20.2  380 
5.6  107 
43.7  966 

3.01  5 
2.08  7 
2.40  8 
2.70  7 
-9.79  def 

1.00  6.7 
1.36  8.8 
1.56  8.3 
0.76  4.0 
1.00  4.5 

641  330  LTV 

642  420                  Stanley  Works 

643  673  Loews 

644  605  Wetterau 

645  431         Federated  Dept  Stores 

-25.0            19%-    6%  7% 
-25.1           44%-  12%  33% 
-25.1            48  -  10%  35 
-25.2            22%-    7%  15% 
-25.5            60  -  20%  41% 

13.3  95 
8.0  269 

12.9  453 
6.8  106 

48.1  1,988 

-2.59  def 
3.86  9 
9.39  4 
1.46  11 
3.76  11 

none  0.0 
1.24  3.7 
1.20  3.4 
0.70  4.5 
1.60  3.9 

646  345  Signode 

647  719  Lubrizol 

648  168                     Sperry  Rand 

649  683  RCA 

650  580           Gt  Western  Financial 

-25.7            54  -  18%  37% 
-25.8           59%-  27%  33% 
-26.0            56  -  23%  35% 
-26.1            39%-    9%  28% 
-26.2            34%-    6%  24 

7.3  274 

19.8  661 
34.7  1,237 
74.7  2,148 

14.9  358 

4.02  9 
2.84  12 
4.66  8 
3.10  9 
4.58  5 

1.32  3.5 
1.30  3.9 
1.12  3.1 
1.20  4.2 
0.70  2.9 

651  302  Masco 

652  790                 Evans  Products 

653  301  Safeco 

654  371               Becton,  Dickinson 

655  *                    Bache  Group 

-26.3            31%-    9%  20% 
-26.3           23%-    2  17 
-26.4           57  -   18-  41% 
-26.5            44%-  20%  31% 
-26.7            14%-    2%  6% 

25.5  532 
13.1  223 
13.0  541 
19.0  601 
7.1  49 

1.87  11 
2.39  7 
7.57  5 
2.45  13 
0.32  21 

0.40  1.9 
0.80  4.7 
1.50  3.6 
0.72  2.3 
0.40  5.8 

656  305           General  Reinsurance 

657  610  Texaco 

658  383            Knight-Ridder  News 

659  662          Champion  Spark  Plug 

660  743  Walgreen 

-26.9          256%-  99  173 
-27.0            43%-  20  27% 
-27.1            57%-  13%  39% 
-27.1            201/4-    7%  10% 
-27.3            22%-    9%  16 

5.4  942 
271.5  7,431 
15.7  617 
38. 1  414 

6.7  106 

14.96  12 
3.53  8 
3.45  11 
1.22  9 
2.34  7 

1.20  0.7 
2.00  7.3 
1.00  2.5 
0.68  6.3 
1.10  6.9 

661  *                          NN  Corp 

662  630                     Green  Giant 
662  896         Supermarkets  General 

664  647             Pacific  Gas  &  Elec 

665  906  Alexander's 

-27.5            36  -    7%  23% 
-27.6            26%-  12%  17% 
-27.6            14V4-    2%  8% 
-27.6           32%-  17  23% 
-27.8             9%-     2  6V2 

3.3  79 
3.6  64 
8.1  72 
88.6  2,093 
4.5  30 

3.79  6 
1.47  12 
1.71  5 
3.23  7 
0.79  8 

1.60  6.7 
1.08  6.1 
0.36  4.1 
2.00  8.5 
0.40  6.2 

665  535                   Texas  Eastern 
665  697                     Thrifty  Corp 
668  661  Greyhound 

66Q    525                   Soiithwp^tprn  1  ifp 

670  641            No  Indiana  Pub  Svc 

-27.8            61%-  20  43% 
-27.8            12  -     4  8% 
-27.9            18%-    9%  13% 
-27  9             30Vn-   ll'/s  19% 
-28.0            27%-  11%  18% 

24.8  1,087 
9.8  79 

43.9  581 
15.5  308 
28.3  527 

5.14  9 
0.88  9 
1.71  8 
2.18  9 
2.23  8 

2.10  4.8 
0.48  5.9 
1.04  7.8 
0.72  3.6 
1.44  7.7 

671  542                    Cannon  Mills 

672  122  Kerr-McGee 

673  629  Blount 

674  574                  First  Charter  Finl 

675  *            United  States  Filter 

-28.0            23%-    8%  16% 
-28.1            95%-  46  47% 
-28.1            12%-    3%  8% 
-28.2            25%-    4%  17% 
-28.3            19V4-    2%  13% 

8.6  142 
25.9  1,225 

2.7  23 
29.6  518 

7.9  108 

1.71  10 
4.94  10 
0.73  12 
3.08  6 
1.69  8 

1.08  6.5 
1.25  2.6 
0.40  4.6 
0.80  4.6 
0.28  2.1 

676  218           Natl  Starch  &  Chem 

677  512                  Scott  &  Fetzer 

678  870               Collins  &  Aikman 

679  759                   Liggett  Group 

680  135          Chicago  Bridge  &  Iron 

-28.8            65V2-  29%  40% 
-28.9            44%-    8%  27% 
-28.9            18%-    3%  12% 
-29.3            45%-  24%  27% 
-29.3           123%-  46%  49% 

6.6  267 
7.3  203 
12.4  157 
9.0  247 
9.6  477 

3.93  10 
3.45  8 
1.57  8 
0.27 

6.78  7 

1.08  2.7 
1.40        5.0  . 
0.64  3.1 
2.50  9.1 
2.30  4.6 

*  Not  ranked  last  year,    del  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change  in  Consumer  Price  Index  44  9% 

Rank 

•77   76  Company 

5-Year               1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 

12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 
Annual  Current 
Dividend  Yield 

681  551                 General  Electric 

682  381      American  Home  Products 

683  915  Wickes 

684  464              Longs  Drug  Stores 

685  920                   Rath  Packing 

-29.3%         75%-  30  51% 
-29.6            48%-  24%  28% 
-29.7            25%-    6%  17% 
-29.9            42%-  15'A  27% 
-30.0              7  -    2%  4% 

2270  $11,691 
156.5  4,481 
10.7  183 
10.6  291 
1.2  5 

$4.62            1 1 
1.88  15 
2.53  7 
1.68  16 

-0.85  def 

$2.20        4  3% 
1.20  4.2 
080  4.7 
0.56  2.0 
none  0.0 

686  784                 Allied  Products 

687  489  Maytag 

688  572                       Ford  Motor 

689  666                   CIT  Financial 

690  270  Carnation 

-30.1            22  -     9  13% 
-30.2            43%-   16  28% 
-30.3            65%-  23  44% 
-30.5            49%-  23%  33% 
-30.8            47%-  19%  30 

1  8  24 

13.4  383 
118.2  5,244 
20.7  702 
37.3  1,118 

0  28  48 
2.50  11 
12.29  4 
3.96  9 
2.91  10 

0.60  4.5 
1.83  6.4 
3.20  7.2 
2.40  7.1 
1.15  3.8 

691  312                  Baxter  Travenol 

692  *               Emery  Air  Freight 

693  818             Chicago  Milwaukee 

694  770  Gamble-Skogmo 

695  131                Freeport  Minerals 

-31.2            61%-  24%  38% 
-31.2            75  -  24  41 
-31.3-           11%-     4  5% 
-31.3            44  -  19Va  23% 
-31.6            34  -  17V*  19V4 

33.1  1,271 
7.9  322 
2.5  13 
3.9  91 

15.5  298 

2  16  18 
2.40  17 
-2.59  def 

2.53  9 
1.67  12 

0.30  0.8 
1.50  3.7 
none  0.0 
1.40  5.9 
1.60  8.3 

696  930  Mattel 

697  170  McDonald's 

698  814  Borman's 

699  660             Florida  Power  &  Lt 

700  768                  Marshall  Field 

-31.6            14%-      V2  9% 
-31.6            76%-  21%  52% 
-31.7              6  -     1%  3V2 
-31.8            40%-  13%  26% 
-31.8            37%-  12%  24% 

14.9  145 
40.5  2,112 

2.9  10 
40.1  1,076 

9.1  223 

1  17  8 
3.20  16 
0.64  5 
3.19  8 
2.09  12 

none  0.0 
0.20  0.4 
none  0.0 
1.76  6.5 
1.24  5.0 

701  411  Ferro 

702  702                  United  Brands 

703  508                      E  1  du  Pont 

704  764                     Brown  Group 

705  709  Libbey-Owens-Ford 

-31.9            47%-  13%  30% 
-32.3            12%-    2%.  7% 
-32.4          203%-  84%  120 
-32.4           34%-  13%  21% 
-32.5            42%-  12%  28 

5.0  153 
10.9  85 
48.3  5,801 

7.3  158 
11.1  310 

3.95  8 
1.06  7 
10.51  11 
3.10  7 
4.76  6 

1.44  4.7 
none  0.0 
5.75  4.8 
1.40        6  5 
2.00  7.1 

706  760                        AO  Smith 

707  724                  Boston  Edison 

708  795                 H  F  Ahmanson 
708   528  UOP 
710  557                Cummins  Engine 

-32.6           22%-    6%  14% 
-32.7            39%-   14  25% 
-32.8            31%-    5%  20% 
-32.8           25%-    9%  15% 
-32.8            59%-  11%  39% 

4.9  72 
11.5  294 
22.8  467 
11.5  176 

82  327 

3.14  5 
2.23  11 
4.23  5 
1.99  8 
9.11  4 

1.00  6.8 
2.44  9.6 
0.80  3.9 
0.70  4.6 
1.68  4.2 

711  *                      AC  Nielsen 

712  539                         Square  D 

713  940            Pueblo  International 

714  417                   Hanna  Mining 

715  865                        Di  Giorgio 

-32.9            40%-    6%  23 
-32.9           38  -  12%  24% 
-33.3             7%-    2%  4 
-33.6            60%-   19  39% 
-33.7            13%-     3  8% 

10.8  249 
23.8  590 
4.5  18 
8.9  352 
5.7  49 

1.87  12 
2.38  10 
-3.35  def 
5.82  7 
1.28  7 

0.60  2.6 
1.40  5.7 
none  0.0 
1.80  4.5 
0.40  4.6 

716  802                United  Refining 

717  801            Seaboard  Coast  Line 

718  278  Burroughs 

719  308            American  IntI  Group 

720  621               Northeast  Utilities 

-33.9            27%-     5  15% 
-34.1            49%-  17%  31% 
-34.1           126%-  54%  71% 
-34.1            56%-  20%  35% 
-34.1            16%-    5%  10% 

1.8  29 
14.6  456 

40.6  2,908 

31.7  1,132 
63.6  675 

3.71  4 
6.33  5 
5.03  14 
362  10 
1.39  8 

0.64  4.0 
2.20  7.0 
1.00  1.4 
0.28  0.8 
1.02  9.6 

721  350  Merck 

722  718               Gulf  States  Utils 

723  681  Richardson-Merrell 

724  546  Whirlpool 

725  532                Clark  Equipment 

-34.2           101%-  46%  58% 
-34.3           22%-    8%  14% 
-34.4            42%-  13%  25 
-34.5            37%-   11  23% 
-34.6            57  -  17%  35% 

75.5  4,427 

32.6  460 
23.3  582 
36.1  858 

13.7  486 

3.78  16 
1.69  8 
2.44  10 
2.91  8 
5.39  7 

1.70         2  9 
1.24  8.8 
0.90  3.6 
1.20  5.1 
1.80  5.1 

726  558  Gardner-Denver 
726  694             Middle  South  Utils 

728  835  Sav-On-Drugs 

729  858              Investors  Div  Svcs 
729  615              Northwest  Airlines 

-34.6            36%-  14%  17% 
-34.6            27%-    9%  17% 
-34.8            13%-    2%  7% 
-34.8            36%-    7%  23% 
-34.8           36%-  10%  23% 

19  1  334 
57.2  1,175 
7.3  53 
4.3  102 
21.6  505 

1.34  13 
2.09  8 
1.02  7 
6.30  4 
3.74  6 

0.76  4.3 
1.44  8.2 
0.28  3.9 
1.12  4.8 
0.50  2.1 

731  853                       Saga  Corp 

732  233  AMP 

733  741  SEDCO 

734  296                      Superior  Oil 

735  658          Oklahoma  Gas  &  Elec 

-34.9            19%-    2%  123/s 
-35.0            52%-  20%  27% 
-35.0            66%-  16%  40% 
-35.1           353  -  134  225 
-35.1            28%-   15  18% 

4.5  56 
36.8  1,021 
10.2  410 

40  900 
23.6  437 

1.63  8 
1:95  14 
5.08  8 
1578  14 
1.97  9 

0.36  2.9 
0.48  1.7 
0.30  0.7 
2.20  1.0 
1.48  8.0 

736  663            Va  Electric  &  Power 

737  '713  Pfizer 

738  688                   Texas  Utilities 

739  325             St  Paul  Companies 

740  366  JackEckerd 

-35.2            23%-    6%  14% 
-35.3           52%-  21%  27% 
-35.3            34%-  151/4  22 
-35.3           50%-  15%  32% 
-35.4            42%-   10  26% 

73.7  1,068 
70.2  1,949 
75.0  1,650 
21.0  687 
23.2  623 

1.93  8 

2.43  11 

2.44  9 
6.03  5 
1.98  14 

1  24  8.6 
1.08  3.9 
1.40  6.4 
1.00  3.1 
0.64  2.4 

741  791                Bergen  Brunswig 

742  680             Houston  Industries 

743  627                    Cyprus  Mines 

744  481  McGraw-Edison 

745  514  Firestone 

1 

-35.6            17%-     1%  4% 
-35.7            51%-  16%  32% 
-35.8            45%-  16%  19% 
-35.9            40%-  11%  25% 
-36.0            27%-  12%  16% 

2.9  14 
28.8  945 
10.5  208 

16.4  423 

57.5  934 

-0.07  def 
4.23  8 
0.85  23 
3.50  7 
1.76  9 

none  0.0 
1.%  6.0 
1.40  7.1 
1.60  6.2 
1.10  6.8 

*  Not  ranked  last  year,    def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five- Year  Change  in  Consumer  Price  Index:  44.9% 


Rank 

■77  -76  Company 

5-Year              1973-77  Recent 
Price  Change       Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 
12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

746  794  FWWoolworth 

747  711         Garfinckel  Brooks  Bros 

748  268  Fed-Mart 

749  *              Illinois  Tool  Works 

750  787  GATX 

-36.0%         31%-     8  20 
-36.1            27  -    6%  16% 
-36.2            22%-  12%  12% 
-36.3            37  -  15%  21% 
-36.6           65  -  22V4  27% 

29.2  $583 

4.2  70 

2.3  29 
12.2  260 
12.0  332 

$2.72  7 
2.51  7 
2.77  5 
2.06  10 
2.33  12 

$1.40  7.0% 
1.04  6.3 
0.60  4.7 
0.64  3.0 
1.80  6.5 

751  419              First  Chicago  Corp 

752  *            Pay  Less  Drug  (Cal) 

753  675          Central  &  South  West 
753  258  Citicorp 
755  442  Chubb 

-37.0            39%-  14%  19% 
-37.2            19%-    4%  10% 
-37.3           26%-  10%  16 
-37.3            51%-  20%  24 
-37.3           58V4-  17%  36% 

39.6  758 
2.1  21 

57.7  923 
124.9  2,998 

12.4  453 

2.79  7 
1.35  8 
1.88  9 
3.13  8 
5.23  7 

1.00  5.2 
0.40  4.0 
1.26  7.9 
1.06  4.4 
1.60  4.4 

756  902         Pan  Am  World  Airways 

757  430                Nationwide  Corp 
757  604               Warner  &  Swasey 

759  885              Philips  Industries 

760  553  Sunbeam 

-37.5           10%-    1%  5% 
-37.6            19-5  11% 
-37.6            43 %-  11%  25% 
-37.8           11%-    1%  6% 
-37.9           34%-    9%  21% 

42.3  238 
10.2  119 

3.5  91 
4.9  31 

14.4  304 

1.49  4 
2.42  5 
2.89  9 
0.88  7 
2.76  8 

none  0.0 
0.42  3.6 
1.40  5.4 
0.24  3.8 
1.20  5.7 

761  705                   Florida  Power 

762  463  Envirotech 

763  476                Liberty  Natl  Life 

764  776                    General  Host 

765  684               Philadelphia  Natl 

-37.9            51%-  10%  32% 
-38.2            53  -    7%  32% 
-38.3           38%-  17%  22% 
-38.5           18%-    4%  8% 
-38.7            50%-  19Va  29% 

14.3  459 
4.5  145 

19.4  442 

1.7  14 

5.8  172 

4.34  7 
3.66  9 
2.64  9 
0.11 

4.86  6 

2.48  7.7 
0.80  2.5 
0.88  3.9 
0.60  7.2 
2.22  7.5 

766  936                    White  Motor 

767  883                 Scot  Lad  Foods 

768  249                           K  mart 

769  894                        Food  Fair 

770  429              American  Express 

-38.8            16  -    3%  8% 
-38.8            11  -    3%  6% 
-38.9           51%-  18%  29% 
-38.9             9%-    3%  5% 
-38.9           69%-  17%  39% 

8.3  73 
4.1  27 

121.7  3,634 

7.4  40 
71  3  2,825 

1.16  8 
0.21  31 

2.29  13 
0.43  13 

3.30  12 

none  0.0 
0.36  5.5 
0.56  1.9 
0.20  3.6 
1.40  3.5 

771  *                  Avondale  Mills 

772  935             Coastal  States  Gas 

773  496  Sheller-Globe 

774  413              First  Bank  System 
774  541  Sherwin-Williams 

-38.9           33%-  16%  20% 
-39.0           35%-    3%  21% 
-39.1           22%-    3%  12% 
-39.2           69%-  25  36% 
-39.2           51%-  22%  31% 

2.0  41 

18.7  394 
5.8  73 

14.8  542 
5.4  169 

2.97  7 
3.56  6 
2.40  5 
4.59  8 
-0.10  def 

1.20  5.9 
0.30  1.4 
0.70  5.6 
1.60  4.4 
2.20  7.0 

776  740  UAL 

777  *                Allied  Van  Lines 

778  303  Curtiss-Wright 

779  *  Gifford-Hill 

780  699                      Braniff  Intl 

-39.3            34%-   13  19% 
-39.3           10V4-    1%  4% 
-39.5           35%-    5  19% 
-39.5           26%-    7%  15% 
-39.7           I6V4-    4%  9% 

24.6  489 

1.2  6 

8.3  162 
4.5  72 

20.0  190 

3.60  6 
1.46  3 
2.35  8 
2.42  7 
1.70  6 

0.60  3.0 
none  0.0 
0.60  3.1 
0.90  5.7 
0.30  3.2 

781  538                 Burlington  Inds 

782  887           Sperry  &  Hutchinson 

783  674                    Peabody  Intl 

784  667                 Continental  Tel 

785  866  F&MSchaefer 

-39.8           38%-  13%  22% 
-40.0           30%-    6%  17% 
-40.4            42%-    7%  24% 
-40.8           25%-    9%  15% 
-40.9           10%-    2  5% 

28.3  627 
8.9  157 
74  179 

39.9  609 
1.9  10 

3.18  7 
2.64  7 
2.06  12 
1.76  9 
0.38  14 

1.40  6.3 
1.00  5.7 
0.24  1.0 
1.16  7.6 
none  0.0 

786  451               Newmont  Mining 

787  909  Hartfield-Zodys 

788  841                 Cluett,  Peabody 

789  386  Upjohn 

790  745           First  Wisconsin  Corp 

-41.1           36%-   16  16% 
-41.2            11%-      %  6% 
-41.4            19%-    2%  11% 
-41.5          104%-  30  37% 
-41.6           40%-   10  23% 

24.9  420 
3.3  20 
8.8  101 

29  6  1,111 
4.2  98 

0.90  19 
0.59  11 
1.95  6 
2.91  13 
3.36  7 

0.80  4.7 
none  0.0 
0.50  4.3 
1.20  3.2 
1.76  7.5 

791   637  Goodyear 
791   761                  Spencer  Foods 

793  510            Minn  Mining  &  Mfg 

794  645                  Delta  Air  Lines 

795  648  Warner-Lambert 

-41.7           31%-  11%  18% 
-41.7             9%-    3%  4% 
-42.5           91%-  43  49% 
-42.5           68%-  25%  37% 
-42.6            58  -  18%  28 

71.8  1,319 
1.0  4 

116.0  5,714 

19.9  743 
79.4  2,224 

2.99  6 
-2.04  def 
3.40  14 
5.11  7 
2.18  13 

1.30  7.1 
none  0.0 
1.70  3.5 
0.70  1.9 
1.10  3.9 

796  573              Western  Air  Lines 

797  632  Perkin-Elmer 

798  261  Motorola 

799  624                    Norton  Simon 

800  264         Keystone  Consolidated 

-42.8           13%-    5%  7 
-42.8            43%-  15%  21% 
-42.9            69  -  31%  37% 
-42.9           37%-    7%  21% 
-43.0           22%-  10  11% 

12.7  89 

19.3  423 

30.4  1,136 

43.5  918 
1.9  22 

1.15  6 
1.35  16 
3.33  11 
2.29  9 
-2.21  def 

0.40  5.7 
0.32  1.5 
0.84  2.2 
0.76  3.6 
none  0.0 

801  639  VFCorp 

802  804              National  Svc  Inds 

803  566            Johnson  &  Johnson 

804  421          Economics  Laboratory 

805  579               First  Natl  Boston 

-43.2            34%-     9  18% 
-43.3            28%-    5%  14% 
-43.3          132%-  62%  74 
-43.4            50%-  17%  23% 
-43.4           48%-   19  25% 

9.8  185 
13.8  204 
58.4  4,324 
13.6  320 
12.2  315 

2.48  8 
1.93  8 
4.02  18 
1.78  13 
3.59  7 

1.20  6.4 
0.86  5.8 
1.50  2.0 
0.72  3.0 
1.88  7.3 

806  746  Sysco 

807  595         Amer  Hospital  Supply 

808  793                 Louisiana  Land 

809  678                 Armstrong  Cork 

810  407              Lowe's  Companies 

-43.5           33%-    8%  19 
-43.9           52%-  18%  27% 
-43.9           57%-  16%  24% 
-43.9           34%-  14%  18% 
-44.0            47%-   12  24% 

3.4  64 
37.2  1,023 
38.2  926 
25.7  476 
13.0  316 

2.74 

1.97  14 
2.65  9 
1.68  11 
1.65  15 

0.40  2.1 
0.56  2.0 
1.20  4.9 
1.00  5.4 
0.40  1.6 

*  Not  ranked  last  year,   def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-year  Change  in  Consumer  Price  Index:  44.9% 

Rank 

•77  '76  Company 

5-Year               1973-77  Recent 
Price  Change        Price  Range  Price 

Total 

Shares  Market 
Outstanding  Value 
(millions)  (millions) 

Latest 

12-Month  Price/ 
Earnings  Earnings 
Per  Share  Ratio 

Indicated 

Annual  Current 
Dividend  Yield 

811  748           Chic  Pneumatic  Tool 

812  783  IntlTel&Tel 

813  781  Carrier 

814  800               Jewel  Companies 

815  833  Uniroyal 

-44.2%         46%-  19%  25% 
-44.2            60%-   12  33% 
-44.2            30Vi-     6  15% 
-44.2            36%-  16%  20% 
-44.3            16  -    5%  8% 

5.5         $  138 

100.0  3,364 
24.2  378 
11.6  233 
26.6  226 

$1.17  21 
4.31  8 
2.07  8 
3.04  7 
1.88  5 

$2.00  8.0% 
2.00  5.9 
0.80  5.1 
1.30  6.5 
0.50  5.9 

816  651             Merrill  Lynch  &  Co 

817  765            Consolidated  Foods 

818  602  Masonite 

819  947  Arden-Mayfair 

820  850  Congoleum 

-AAA            33V4-    6Va  UVa 
-44.5            46%-  10%  25% 

A  A   C                          AC\\  /           1/11/  lO 

-44.6              4UV4-    14V4  18 
-44.8              4  -     1%  2 
-44.9           36%-    3%  20y4 

35.2  606 
28.1  714 

16.3  294 
4.0  8 
7.7  156 

1.77  10 
3.00  8 
1.90  9 
0.08  25 
2.70  8 

0.88  5.1 
1.50  5.9 
0.68  3.8 
none  0.0 
0.60  3.0 

821  *          Business  Men's  Assur 

822  810  Trane 

823  Rollins  Inc 

824  823        Chase  Manhattan  Corp 

825  771  Simmons 

-45.0            32%-    7%  16% 
-45.1            69%-   11  36% 
-45.2            36V2-    6-tb  20V8 
-45.3            60%-  24%  30% 
-45.4            28  -    9%  14% 

6.0  99 
5.6  203 
13.4  270 
32.1  982 
7.2  106 

2.64  6 
3.86  9 
1.90  11 
3.89  8 
1.04  14 

0.68  4.1 
1.36  3.7 
0.50  2.5 
2.20  7.2 
1.12  7.6 

826  879            Continental  Airlines 

827  739               Bankers  Trust  NY 
aZa  by/            Colonial  renn  broup 

829  757             Household  Finance 

830  685                 Sears,  Roebuck 

-45.4            16  -    2%  8V2 
-A5.9            68  -  25%  36 

— 43. S                /U   —    lZ°/8  o4V2 

-45.9            35%-    9%  19 
-46.1            61%-  20%  31% 

14.3  122 
10.5  379 
io.  1  bob 
44.5  846 
319.2  9,976 

1.28  7 
4.84  7 

1  aq  in 
o.4c5  1U 

2.64  7 
2.80            1 1 

none  0.0 
3.00  8.3 

1  rv~\          0  a 

i.uu  ^.y 
1.30  6.8 
1.11  3.6 

831  *              Intl  Flavors  &  Frag 

832  899              Amer  Medical  Intl 
ooo  iNationai-btanaard 

834  897              Republic  Natl  Life 

835  785  GAF 

-46.2            49%-  18%  23% 
-46.3            37%-    2%  18% 

ac  "3               'jr^iA      l  nu       1 01/. 
— lb. 3              0DV2—    1LH6  I0V4 

-46.7            15%-     2  8 

-^7.0            22V4-     6  10% 

36.7  857 
61  111 

A  O  7C 

A.i                   1 D 

9.4  75 
13.2  144 

1.19  20 
2.08  9 
<i./y  / 
1.04  8 
-3.03  def 

0.48         2  1 
0.48  2.6 

lit          a  a 

1.1b  0.4 

none  0.0 
0.60  5.5 

836  812            Monfort  of  Colorado 

837  435            Corning  Glass  Works 

838  756          Associated  Dry  Goods 

839  702  Hobart 

840  868  Centex 

-47.0            10%-     3  4% 
-47.1           126%-  25  57% 
-47.1             54V2-  13%  27% 
-47.3            38  -   10  19% 
-47.3            28%-     4  14% 

5.0  22 
17.7  1,020 
13.5  375 

11.4  221 

14.5  213 

0.37  12 

5.10  11 

3.11  9 
2.15  9 
1.79  8 

none  0.0 
1.68  2.9 
1.50  5.4 
1.00  5.2 
0.16  1.1 

841  876           Manhattan  Industries 

842  696  USLIFE 
C543   /uo  coca-cola 

844  499  Chesebrough-Pond's 

845  839          M  Lowenstein  &  Sons 

-47.5            15V2-     1%  8 
-47.6            39%-    71/4  19% 

a— 1  0                  -71-          001/  oov 
— 47.8                /D   -   22-X8  3074 

-48.2            46  -  13%  22% 
-48.3            24V2-    8y2  11% 

2.4  19 
21.5  417 
122.2  4./J5 
32.2  733 

3.3  39 

2.19  4 
2.74  7 
2.59  15 
1.83  12 
-1.57  def 

0.20  2.5 
0.52  2.7 
1.54  4.0 
0.84  3.7 
none  0.0 

845  917                    National  Tea 
847  612               Mercantile  Stores 
o4o   116                American  Motors 

849  821            Allied  Supermarkets 

850  852            Phillips-Van  Heusen 

-48.3             7%-     2  3% 
-48.4            85V2-  28V4  39V4 
-48.5             13%-     3V4  4V4 
-48.7             6%-     1%  2V2 
-48.7            21%-    3%  10% 

10.0  39 
5.9  231 

30.1  128 
5.2  13 
3.4  34 

-2.98  def 
5.32  7 
0.10  43 

-0.92  def 
1.39  7 

none  0.0 
0.80  2.0 
none  0.0 
none  0.0 
0.60  5.9 

851  734            Great  Atl  &  Pac  Tea 

852  854  Amfac 

853  503                Mccormick  &  Co 

854  454                         Inco  Ltd 

855  881  Skyline 

-48.9            19  -    6Y2  8% 
-49.0            31%-  10y4  15% 
-49.2            33y>-   11  16% 
-49.4            40%-   16  16% 
-49.8           33l/s-    9%  16y4 

24.9  208 
12.3  194 
11.3  189 
74.6  1,203 
11.2  182 

0.34  25 
0.64  25 
1.23  14 
2.04  8 
1.08  15 

0.20  2.4 
1.00  6.3 
0.40  2.4 
0.80  5.0 
0.40  2.5 

856  720            Carter  Hawley  Hale 

857  810          Fleetwood  Enterprises 
85/   8/5              Goldblatt  Brothers 
857   650                     Quaker  Oats 
860  762  Munford 

-49.9            43%-   12  21 
-50.0            26%-    3y2  13 
-50.0             8%-    2%  3% 
-50.0            47y2-   11  22% 
-50.5            14%-     4  6% 

19.4  407 
11.4  148 

3.0  12 
20.9  471 

2.1  15 

2  11  10 
1.33  10 
0.41  9 
2.60  9 
0.35  20 

1.00  4.8 
0.46  3.5 
0.20  5.2 
1.04  4.6 
0.40  5.8 

861    547                           Eli  Lilly 
861    723                    Hiram  Walker 

863  *              Pacific  Resources 

864  401                    Phelps  Dodge 

865  805                 IU  International 

-50.7            92%-  32%  39y4 
-50.7            57%-  22%  26 
-51.6            15y8-     5  7V4 
-51.8            50'/4-  18%  19 
-51.8            28%-    8y4  11% 

69.1  2,714 
17.4  452 
5.1  37 
20.6  392 
30.0  348 

3.05  13 
3.47  7 
1.08  7 
0.36  53 
1.66  7 

1.42  3.6 
1.65  6.3 
0.36  5.0 
0.60  3.2 
0.90  7.7 

866  844                       Magic  Chef 

867  788  Sybron 
aba   3/4            Wheeling-Pitts  Steel 

869  387  Schering-Plough 

870  549                      Moore  Corp 

-51.8            21%-    2y2  9% 
-52.1            37%-  10%  17y2 
-52.2            31%-    8Y2  9% 
-52.2            87%-  27%  32% 
-52.6            64%-  23%  26% 

7.7  76 
10.5  184 

3.7  36 
54  1  1,771 
28.0  750 

1.88  5 
2.37  7 
-7.12  def 
3.15  10 
2.57  10 

0.40         4  1 
0.96  5.5 
none  0.0 
1.12  3.4 
1.20  4.5 

871  807                Outboard  Marine 

872  775  ERC 

873  903            Addressograph  Multi 

874  837             Amer  Re-Insurance 

875  714                     Fisher  Foods 

-52.6            45%-   10  20% 
-52.6            53%-  10%  25 
-52.7            34  -     3  15% 
-52.8            52  -   10  24% 
-52.8            17%-    7%  8 

8.3  174 

5  1  127 
8.3  130 
5.5  134 

6  2  50 

3.01  7 
4.42  6 
-1.43  def 
3.85  6 
1.06  8 

1.40  6.7 

0.72  2.9 
0.10  0.6 
1.20  4.9 
0.60  7.5 

*  Not  ranked  last  year,   def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five- Year  Change  in  Consumer  Price  Index:  44.9% 


Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

company 

5-Year 

1973-77 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•77 

•76 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

876 

582 

Heublein 

-53.2% 

62  - 

17% 

27% 

21.2 

$575 

$2  00 

1  A 

<t1  Ad 

r^  0°L 

877 

626 

Black  &  Decker 

-53.5 

42%- 

14% 

16% 

41.9 

701 

1  OA 

1  A 

n  aq 

9  Q 

878 

155 

Fairchild  Camera 

-53.5 

90%- 

16% 

24% 

5.4 

130 

2.18 

11 

0.80 

3.3 

879 

708 

First  Natl  Stores 

-53.5 

30  - 

9% 

9% 

1.1 

11 

-15.81 

def 

none 

0.0 

880 

517 

uiarK  uii  <fc  nerining 

— 33.9 

99.7/- 

P.1A 
DV2 

1  93A 

■7  i 

91 

1.43 

9 

0.60 

4.7 

880 

796 

Fuqua  Industries 

-53.9 

20%- 

2% 

9 

9.6 

86 

1.68 

c 

u 

U.4U 

A  A 
4.4 

882 

Kay 

-54.0 

14%- 

2 

5% 

2.8 

16 

1.18 

5 

O.O 

883 

716 

Squibb 

-54.0 

57%- 

20 

24% 

44.6 

1,088 

2.32 

11 

1.02 

4.2 

884 

792 

Ceco 

-54.2 

26%- 

9% 

11% 

3.2 

38 

0.29 

41 

0.50 

4.3 

885 

905 

circle  rv 

— d**.o 

10v8 

A  Q 
4.0 

7C 
/D 

l.bb 

9 

0.80 

5.1 

886 

737 

Seagram 

-54.7 

49V4- 

19V4 

21% 

35.1 

754 

2.48 

g 

0.92 

H.  O 

887 

799 

Walter  E  Heller  Intl 

-54.9 

45  - 

16% 

17% 

11.4 

199 

2.54 

7 

1.00 

JO 

888 

583 

Tesoro  Petroleum 

-55.0 

29  - 

8% 

8% 

12.3 

108 

-1.76 

def 

none 

0.0 

889 

890 

Pabst  Brewing 

-55.0 

75  - 

11 

33% 

8.6 

289 

2.97 

11 

1.20 

3.6 

890 

923 

Ludlow  Corp 

EC  1 

— DD.  1 

DV2 

Q3/. 
074 

9.  0 
J.Z 

£.0 

i.UU 

9 

0.40 

4.6 

890 

889 

Warnaco 

-55.1 

20%- 

5% 

8% 

3.7 

32 

-1.98 

def 

none 

0.0 

892 

847 

Akzona 

-55.4 

31%- 

8% 

13% 

12.5 

168 

0.72 

19 

0.80 

5.9 

893 

878 

Westinghouse  Elec 

-55.5 

47%- 

8 

19% 

87.0 

1,664 

2.87 

7 

0.97 

5.1 

894 

848 

Hart  Schaff  &  Marx 

-56.0 

29V4- 

4% 

12% 

8.4 

105 

1.74 

7 

0.72 

5.8 

895 

869 

Lane  Bryant 

EC  I 

—DO.  A 

O  1  72— 

/  78 

ioV2 

A  7 
4.  / 

OA 

0  no 

7 
/ 

n  on 

5.9 

896 

907 

Bunker  Ramo 

-56.3 

31%- 

3% 

12% 

5.6 

71 

1.72 

•  7 

none 

0.0 

897 

834 

Mohasco 

-56.3 

30%- 

8% 

13 

6.6 

85 

1.50 

g 

0.90 

6.9 

898 

798 

Control  Data 

-56.3 

62  - 

9% 

26% 

16.7 

442 

3.07 

9 

0.15 

0^6 

899 

826 

Royal  Crown  Cola 

-56.4 

45%- 

6% 

19% 

8.1 

159 

2.33 

8 

1.00 

5.1 

900 

780 

Beneficial  Corp 

EC  A 

— DO.** 

Do  — 

113/, 
1  1  74 

907/. 

/8 

91  C 
Z  l.b 

AQK 

7 

l.bU 

7  n 
/.U 

901 

914 

City  Stores 

-56.6 

7%- 

1% 

2% 

3.3 

9 

-6.30 

def 

non6 

0.0 

902 

939 

Saxon  Industries 

-57.0 

14V4- 

1% 

5% 

7.7 

44 

0.65 

9 

none 

0.0 

903 

898 

Marine  Midland  Banks 

-57.1 

32%- 

8% 

13% 

12.5 

169 

1.45 

9 

0.80 

5.9 

904 

777 

Fidelcor 

-57.2 

47%- 

18% 

20 

4.9 

98 

2.60 

8 

2.20 

11.0 

905 

406 

Hercules 

— D/.O 

A  A 

44  — 

1  A7/n 
1478 

i  Dt8 

AO  A 

4Z.4 

CEO 

OD£ 

1  E.A 
I.b4 

0 
y 

l.UU 

c  c; 
b.D 

906 

937 

Vornado 

-57.8 

18V4- 

3 

7 

5.5 

39 

-1.19 

def 

none 

0.0 

907 

754 

Rite  Aid 

-58.3 

56%- 

2% 

20V4 

10.4 

210 

1.75 

12 

0.32 

1.6 

908 

919 

CNA  Financial 

-58.4 

20%- 

2V* 

8% 

34.2 

286 

1.26 

7 

none 

0.0 

909 

728 

Fischbach  &  Moore 

-58.4 

68%- 

14 

27% 

3.3 

93 

3.26 

9 

1.30 

4.7 

910 

540 

Maremont 

Cfi  7 

—Do.  / 

yjv2- 

DV2 

9 1 1A 
£.  1 V2 

a  n 

4.U 

00 

9  £n 

Q 

U.OU 

a  7 

911 

892 

American  Airlines 

-58.7 

25%- 

4% 

10% 

28.6 

297 

2.99 

3 

none 

0.0 

912 

913 

Coca-Cola  Bottling  NY 

-58.8 

27  - 

3% 

10 

16.0 

160 

0.70 

14 

0.40 

4.0 

913 

616 

J  C  Penney 

-58.9 

101  - 

32% 

37% 

65.1 

2,418 

3.77 

10 

1.48 

4.0 

914 

225 

DEKALB  AgResearch 

-59.6 

63  - 

18% 

231/4 

12.3 

287 

3.01 

8 

0.60 

2.6 

915 

904 

u  o  industries 

CQ  7 

— D9.  / 

d.  1  74— 

O 

£. 

/  78 

"31  A 
Ol.4 

l.Ul 

0 

0 

n  ^9 

D.D 

916 

871 

Ryder  System 

-59.8 

44%- 

2% 

16% 

13.4 

226 

2.59 

7 

0.40 

2.4 

917 

657 

Avery  International 

-60.2 

51%- 

15% 

17% 

9.5 

163 

1.65 

10 

0.44 

2.6 

918 

806 

Sterling  Drug 

-60.6 

37V4- 

13% 

14% 

59.4 

854 

1.40 

10 

0.70 

4.9 

919 

856 

Brunswick 

-60.7 

37%- 

7% 

14% 

19.8 

290 

1.96 

7 

0.60 

4.1 

920 

928 

Shop  we  11 

cn  s 
— DU.tf 

CI/. 
OV2- 

lV4 

91A 
ZY2 

l.O 

A 
** 

n  r\A 

DO 

none 

n  n 

921 

709 

Gillette 

-60.9 

66%- 

20% 

25 

30.1 

753 

2.55 

10 

1.50 

6.0 

922 

789 

Quaker  State  Oil 

-61.1 

44  - 

13% 

16% 

17.6 

295 

1.63 

10 

0.88 

5.3 

923 

838 

Anheuser-Busch 

-61.1 

55%- 

19% 

21% 

45.1 

970 

1.83 

12 

0.80 

3.7 

924 

886 

Zale 

-61.7 

43%- 

8% 

16% 

12.8 

211 

2.21 

7 

0.92 

5.6 

925 

676 

Walt  Disney 

-61.9 

1 1  IBB— 

l  c;ia 
1072 

4Uv8 

i  00c 

Z.D3 

lb 

n  Q9 

n  q 

926 

855 

National  Airlines 

-62.1 

33%- 

6% 

12% 

8.6 

107 

0.53 

24 

0.50 

4.0 

927 

846 

Western  Union 

-62.6 

49%- 

8% 

18% 

15.2 

275 

2.48 

7 

1.40 

7.7 

928 

924 

Say- A- Stop 

-62.8 

10%- 

1% 

4 

3.8 

15 

0.21 

19 

none 

0.0 

929 

824 

ARA  Services 

-62.8 

103%- 

30% 

37% 

9.9 

372 

3.93 

10 

1.45 

3.9 

930 

732 

Purolator 

UVJ78— 

I3V2 

991A 

4.D 

9  *3Q 

Q 

1  9D 

931 

803 

Tippr  IntArnatinnal 

1  IgCI    III  -tl  1  iatl<JI  Id! 

-63.0 

39%- 

6V4 

14% 

12.7 

186 

1.87 

8 

0.50 

3.4 

932 

900 

Tappan 

-63.5 

23  - 

3% 

7% 

3.1 

24 

0.51 

15 

0.24 

3.1 

933 

* 

Franklin  Mint 

-63.8 

36%- 

7y4 

8% 

8.4 

71 

1.57 

5 

0.30 

3.5 

934 

884 

Honeywell 

-64.1 

140%- 

17% 

49% 

21.4 

1,061 

6.09 

8 

1.90 

3.8 

935 

809 

Avon  Products 

-64.2 

140  - 

18% 

49 

58.1 

2,846 

3.06 

16 

2.40 

4.9 

936 

921 

Holiday  Inns 

-64.2 

42%- 

4% 

15% 

29.6 

447 

1.74 

9 

0.47 

3.1 

937 

506 

Eastman  Kodak 

-64.4 

151%- 

49% 

52% 

161.6 

8,544 

3.96 

13 

2.10 

4.0 

938 

882 

Hoover  Co 

-64.6 

38V4- 

8% 

13 

13.2 

171 

1.37 

9 

0.76 

5.8 

939 

505 

Rohm  &  Haas 

-65.0 

116  - 

28 

31% 

12.8 

400 

-0.47 

def 

1.28 

4.1 

940 

822 

G  D  Searle 

-65.2 

40%- 

10% 

11% 

52.6 

624 

0.97 

12 

0.52 

4.4 

*  Not  ranked  last  year,   def  Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Vear  Change  in  Consumer  Price  Index:  44.9% 


Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1973-77 

Recent 

(~it  itctanHino 
WUtolallUlllg 

Value 

Farnintrc 
Lo  1 1 IHBE9 

c^i  1  lingo 

Annual 
mill  Oa  1 

UK  Icf  11 

77 

'76 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

Q41 

Zayre 

-65.3% 

29%- 

2% 

9% 

4.9 

$  46 

$2.23 

4 

none 

0.0% 

QAO 

9.10 

Nashua 

-65.4 

57%- 

9 

19% 

4.6 

91 

2.85 

7 

$1.00 

5.1 

340 

U  S  Home 

-65.5 

25Vi- 

2 

7% 

10.9 

83 

1.24 

6 

0.24 

3.1 

944 

863 

First  Penna  Corp 

-65.9 

52Vi- 

12 

17% 

13.1 

228 

2.00 

9 

1.32 

7.6 

945 

816 

Xerox 

-66.3 

170  - 

43% 

50V4 

79.5 

3,996 

4.89 

10 

1.60 

3.2 

946 

706 

Chrysler 

-66.5 

44V4- 

7 

13% 

60.3 

829 

4.47 

3 

1.00 

7.3 

947 

751 

Howard  Johnson 

-66.5 

34%- 

4 

11% 

21.9 

244 

1.35 

8 

0.36 

3.2 

948 

772 

Marriott 

-66.7 

36V5»- 

5% 

1U-74 

OD.  / 

J  34 

l.Ub 

1(J 

r\  1  0 

1.1 

949 

628 

CFS  Continental 

-66.8 

26y4- 

7% 

8% 

5.3 

43 

1.13 

7 

0.30 

3.7 

950 

910 

Rohr  Industries 

-66.9 

23ya- 

4 

7% 

4.1 

31 

0.09 

none 

0.0 

951 

926 

Browning-Ferris  Inds 

-67.6 

33  - 

4% 

10% 

16.8 

170 

1.04 

10 

0.50 

4.9 

952 

908 

Shop  Rite  Foods 

-67.7 

8%- 

2% 

2% 

0.9 

2 

-4.27 

def 

none 

0.0 

953 

859 

MJE 

AMr 

— DtS.U 

57%- 

9 

1  73/. 

lo.y 

Q 
O 

1.Z4 

7  n 
/.U 

954 

874 

Frederick  &  Herrud 

-68.7 

14%- 

1% 

4% 

2.8 

12 

0.61 

7 

0.24 

5.5 

955 

779 

Commonwealth  Oil  Rfg 

-69.2 

14%- 

2% 

2V2 

15.0 

38 

-2.61 

def 

none 

0.0 

956 

840 

NCNB 

-69.5 

42%- 

6% 

10% 

16.9 

184 

1.35 

8 

0.52 

4.8 

957 

830 

Clorox 

-69.5 

53  - 

5V2 

14% 

22.4 

316 

1.46 

10 

0.60 

4.2 

958 

888 

D „ I I    A      II _ , I [ 

Bell  &  Howell 

CO  0 

-o9.o 

56%- 

8% 

i  -7 

3/ 

n  7q 

u.  /y 

{J.cA 

A  Q 

959 

933 

Cook  United 

-69.8 

IIV2- 

1 

3% 

5.5 

19 

0.19 

18 

none 

0.0 

960 

732 

Zenith  Radio 

-70.0 

56  - 

9% 

16% 

18.8 

308 

0.76 

22 

1.00 

6.1 

961 

* 

Gino's 

-70.1 

30V4- 

4% 

8% 

4.7 

41 

0.78 

11 

none 

0.0 

962 

862 

Eastern  Air  Lines 

-70.2 

22%- 

3V8 

6% 

19.8 

134 

1.12 

6 

none 

0.0 

963 

* 

A  n  Kooins 

— /u.b 

40%- 

8% 

111/. 
I  1 V8 

lX>.  1 

1  1 
i  1 

964 

877 

Southeast  Banking 

-70.5 

37V4- 

8% 

10V2 

11.3 

119 

1.13 

9 

0.40 

3.8 

965 

778 

Penn-Dixie  Inds 

-70.5 

8%- 

2V4 

2% 

5.3 

13 

NA 

_ 

none 

0.0 

966 

918 

Rapid-American 

-71.0 

21  - 

3 

5% 

7.9 

46 

1.65 

4 

none 

0.0 

967 

941 

Genesco 

-71.3 

15%- 

2% 

4% 

12.5 

52 

-10.96 

def 

none 

0.0 

968 

929 

Singer 

-72.0 

73V2- 

8% 

ZWa 

ICC 

10.0 

■3-71 

5.1  i. 

c 
O 

U.bU 

o.U 

969 

864 

Rose's  Stores 

-72.1 

43%- 

3% 

11% 

1.9 

22 

2.88 

4 

0.60 

5.2 

970 

873 

Questor 

-72.5 

20%- 

2% 

5% 

9.6 

51 

0.38 

14 

0.20 

3.7 

971 

893 

Hyatt  Corp 

-72.9 

32%- 

1% 

8% 

8.0 

68 

1.59 

5 

none 

0.0 

972 

* 

Pamida 

-73.9 

24V4- 

2% 

6% 

9.1 

56 

0.43 

14 

0.12 

2.0 

973 

943 

Levitz  Furniture 

-74.4 

111  - 

6 

2IV2 

11/ 

O  CIA 

y 

U.4U 

1.3 

974 

916 

American  Greetings 

-74.7 

51  - 

6% 

12% 

13.6 

165 

1.38 

9; 

0.40 

3.3 

975 

944 

Arlen  Realty  &  Dvpt 

-76.0 

13%- 

1 

3% 

21.8 

68 

-1.75 

def 

none 

0.0 

976 

932 

Jonathan  Logan 

-76.4 

58%- 

3% 

13% 

5.3 

73 

1.95 

7 

0.60 

4.3 

977 

931 

A  B  Dick 

-76.8 

37%- 

6 

8V4 

5.9 

49 

1.09 

8 

0.20 

2.4 

978 

912 

Trans  World  Airlines 

-76.9 

42%- 

4% 

9% 

15.5 

1  c  1 
131 

■3  1/1 

0. 14 

Q 

none 

u.u 

979 

867 

Allegheny  Airlines 

-76.9 

17  - 

3V4 

3% 

6.0 

23 

0.13 

29 

none 

0.0 

980 

Ramada  Inns 

-77.6 

20  - 

2 

4% 

25.1 

103 

0.32 

13 

0.12 

2.9 

981 

842 

Polaroid 

-78.7 

143%- 

14% 

26% 

32.9 

883 

2.64 

10 

0.80 

3.0 

982 

832 

Jos  Schlitz  Brewing 

-79.2 

68%- 

10% 

12% 

29.1 

352 

0.88 

14 

0.68 

5.6 

983 

860 

Citizens  &  Southern 

-80.8 

26%- 

4'/4 

4% 

28.8 

133 

U.Zo 

1  "7 
1/ 

U.Z4 

984 

412 

Intl  Systems 

-83.8 

67  - 

8% 

10% 

1.6 

17 

-7.96 

def 

none 

0.0 

985 

948 

Govt  Employees  Ins 

-84.0 

58%- 

2% 

8% 

17.7 

153 

1.52 

6 

0.12 

1.4 

986 

922 

Winnebago  Industries 

-85.4 

27%- 

2% 

3% 

25.2 

98 

0.13 

30 

none 

0.0 

987 

861 

United  Merch  &  Mfrs 

-85.4 

24%- 

1% 

3% 

5.9 

20 

NA 

none 

0.0 

988 

934 

Kaufman  &  Broad 

-85.6 

45%- 

2Va 

6% 

15.7 

100 

0.85 

0 

0 

r\  on 
U.ZU 

O.  1 

989 

829 

Champion  Home 

-85.7 

14%- 

1% 

2 

35.2 

70 

-0.16 

def 

none 

0.0 

990 

949 

National  Kinney 

-86.6 

16%- 

1% 

2% 

6.3 

13 

-3.39 

def 

none 

0.0 

991 

945 

Chicago  Rock  Island 

-87.8 

26%- 

2% 

3% 

2.9 

9 

-5.08 

def 

none 

0.0 

992 

942 

Fedders 

-88.0 

35%- 

2V2 

4% 

11.1 

46 

-1.1-1 

def 

none 

0.0 

993 

951 

Intl  Foodservice 

-88.2 

13%- 

1 

IV2 

3.0 

4 

-0.61 

def 

none 

u.u 

994 

953 

Grolier 

-90.1 

15%- 

% 

1% 

5.8 

8 

-8.39 

def 

none 

0.0 

995 

950 

American  Export  Inds 

-91.3 

3%- 

% 

Va 

4.9 

1 

-3.54 

def 

none 

0.0 

996 

952 

Daylin 

-91.7 

18%- 

% 

1% 

34.4 

47 

0.16 

9 

none 

0.0 

997 

911 

Amer  Beef  Packers 

-92.5 

8%- 

V2 

V2 

1.9 

1 

-0.84 

def 

none 

0.0 

** 

* 

C  F  Braun 

41%- 

13% 

O  J. 

D.\J 

4  41 

7 

0.70 

2.3 

** 

# 

Adolph  Coors 

35%- 

13% 

14% 

35.2 

506 

2.16 

7 

0.20 

1.4 

** 

Kerr  Glass  Mfg 

22  - 

9% 

12% 

3.9 

47 

1.87 

6 

0.40 

3.3 

** 

* 

Liquid  Air  of  No  Amer 

35  - 

21% 

24 

6.9 

165 

2.79 

9 

1.40 

5.8 

t 

591 

Oxford  Industries 

11%- 

7 

11 

2.8 

31 

2.10 

5 

0.50 

4.5 

t 

* 

Southdown 

20  - 

6% 

i6y2 

3.2 

53 

-4.72 

def 

0.60 

3.6 

t 

* 

Tandy 

47%- 

4% 

34% 

11.7 

409 

4.23 

8 

none 

0.0 

t 

Wachovia  Corp 

44%- 

10 

17V* 

11.6 

199 

1.93 

9 

0.60 

3.5 

*  Not  ranked  last  year.    "  Not  available;  not  ranked,    t  Recent  price  not  comparable  with  historic  price  due  to  spin-off  of  subsidiary,    def  Deficit.    NA  Not  available. 
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In  thtsa  and  all  the  charts  that  tol'tr*   1977  and  1978  figures  rapmsant  forecasts 
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10 
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- 

; 
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sain 
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■03 
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\ 

i 

U 
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90 

\ 

1 

-» 

J 

SS 
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74 
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p 
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Newsweek— -WEFA  Forecast 


At  offr, 
,mr<  ,l  > 


for  mtiji'f  lnffu*m<//  tut  r  turn  On 
vianitM<hffrrr»<  t^ofthr 
WgO  (h»lt  fullilH  ,   NtWSU  £EK 

•  tlwlifitittu  iroWd  aud  the  laitut 


tngth 


Is  the  dollar  ftt  tnxible?  During  the  past  ' 
much  attention  ha>  l»een  directed  lit  the  r< 
of  the  UolW  in  the  6k*  of  a  massive  merchaiHllw  tr*ie 
deficit.  This  strength  can  W  »cetwmred  for  by  .t  strnngK 
t.. .  nrjlj,-  imbnce  of  in\  isible*  and  h  good-size  capital  inflow 
seeking  an  attractive  safe  investment  haven,  investors  base 
obvirmsiy  been  drawn  In  tin  excellent  growth  rate.  compuni- 
Hverj  low  Inflation  and  political  stability  But  these  eoHipen- 
saiorv  movements  are  ihi  lunger  adequate  tti  t>IT\t*t  the  griev- 
ing trade  defe.it,  and  in  recent  week*  the  dollar  has  begun  to 
drop  in  a  wnrrisonie  pattern  <m  world  currency  markets. 

Currency  values  are  relative,  and  the  principal  objective  of 
those  asking  fiw  adfciKtnients  earlier  this  >*  ar  was  an  upward 
revaluation  i>f  the  Deutsche  mark  and  yen,  agamst  both  the 
dollar  and  other  current  res.  What  we  are  seeing  now  is  not  a 
highly  selective  tw  ist  in  dollar  rates,  but  a  general  weakening 
of  the  dollar  against  a  whole  range  of  currencies— and  this  b. 
certainly  not  a  devnable  occurrence.  The  nuin  exception  to 
the  general  depreciation  of  the  U.S.  <loltar  has  l>ecn  the 
relative  decline  of  the  Canadian  dollar.  Since  Canada  is  a 
major  trading  partner,  the  trade-  weigh  led  little*  of  nvvr-all 
V  5.  dollar  depreciation  has  not  been  very  large  yet, 

YiliiM  It  is  true  that  a  general  dollar  ileprecmtiun  makes 
American  export*  more  competitive  and  imptwts.  more  expen- 
sive, which  eventually  leads  hi  some  improvement  m  the 
trade  aeetnint,  But  a  number  of  things  can  happen  on  the  way 
from  here  to  there  OPEC  oil  prices  denominated  in  dollars 
cutdd  be  raced  a  notch  to  cmnpensute  for  the  decline  in  (he 
did'ar's  purchasing  power  This  coold  spread  to  other  com- 
modfttev  L>o!lnt  depreciation  cmild  induce  some  domestic 
inflation  in  the  U.S.  a-*  fatlingexchange  values  did  in  Italv  and 
Britain  last  vear.  And  It  t-ould  also  induce  some  restrictive 
monetary  measures  on  the  part  of  the  U  S  Federal  Reserve. 

The  large  V  S.  deficit  has  been  caused  by  the  rapuHy  grow- 
ing volume  of  oil  Imports,  which  is  now  touching  *S()  bitlMm 
per  year,  relative  tlitwness  in  agmultina!  eTporti  in  a  year  of 

30 


good  wtvrtd  hatvesrs,  and  a  general  ^ttiRgishncss  in  manufac- 
tured v\  pints  as  j  res  tilt  of  some  du-appointnig  demand  growth 
in  principal-partner  cotmirtes  The  U  S  appears  to  be  in  for 
several  .juarters  ofdefk.il*  in  excess  of  S20  billion— a  pmspec-t 
that  accurately  reflects  the  world's  present  srateof  disetni'l'b- 
nmii  While  persistent  surpluses  are  plainly  visible  in  Ger- 
.nanv,  Ja|i»ui  and  the  OPEC  nation*,  the  other  main  deficit 
centers  are  the  socialist  conntrie*.  Britain,  Italy  and  France 
On  a  lesser  world  scale,  defk  Its  are  apparent  in  such  places  as 
Denmark  Spain.  Mexico  and  Israel  As  exemplified  by  the 
U  S  dulW.  large  deficits  that  are  persiNtent  normally  lead  to 
currency  depreciation  And  although  the  surplus  countrie* 
have  lieeii  reluctant  to  allow  their  currencies  to  appreciate, 
both  the  yen  ami  the  Deutsche  mark  have  pushed  upward. 

Recovery  Cum-ncy  re  align  menti  take  considerable  time, 
and  it  inns  take  a  few  years  for  their  fiill  effect  to  he  felt. 
Meanwhile,  the  world  economv  must  team  to  cope  with  the 
existing  large  pockets  of  imbalance.  Given  that  disequilibri- 
um, domestic  growth  has  been  fairlv  restrained  The  U.5  and 
Japan  are  gmwmg  at  above-average  rates,  although  5  to  6  per 
cent  is  slow  for  the  Japanese  Most  of  the  industrialized  coun- 
tries are  recovering  with  growth  rates  considerably  below  the 

4  to  5  |>er  cent  average  A  immlter  of  countries,  are  showing 
growth  rates  of  only  1.2  or  3  per  cent,  but  onlv  a  few  have  rates 
that  are  actually  falling  Nonetheless,  the  modest  but  steady 
recoverv  ofCDP  in  the  industrialized  nations  has  i  Hit  pro  vide  rt 
enough  demand  to  absorb  normal  expansion  ...  the  labor 
rorce — ami,  as  j  result,  unemployment  has  Ireen  increasing  or 
holding  steads  at  high  levels  in  u  number  of  countries. 

With  a  good  harvest  this  year,  the  socialist  countries  are 
averaging  about  7  per  cent  growth,  with  the  U  S  S  ft  at  about 

5  per  cent  With  favorable  conditions,  they  can  continue  at 
this  rate  for  a  while,  but  their  performance  would  lie  even 
better  were  it  not  for  import  restriction*  necessitated  by  thetr 
unfavorable  trade  lutlances  and  debt  burden. 

The  non-ml  developing  nations  face  similar  financial  ptoli- 
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For  the  moinent.  the  recovery  appears  to  lie  solid,  b»rt  it 
acks  one  ini|iorlant  ingredient— a  stning  upswing  in  fined- 
apital  fonnatKm  In  nearly  all  the  OECO  com.lm  s.  the 
evoVrr>  thai  liegan  in  1975  was  due  largely  to  a  turnaround  in 
OMMinier  spt-iiding,  especially  on  cars,  and  the  lestucking  ot 
..sei.tories  lit  a  few  countries,  these  components  of  total 
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InfMlon-  Aiiofhr.  f.ul'.r  holding  track  recovery'  >  >  thai  many 
polKA  makers  si. 11  le^r  mHatio..  ^Inmsl  as  much  as  reiesu.m 
lnnat.on  isgrailualK  wmd.ng  down,  but  n  will  pmtMbls  take 
two  more  wars  to  bring  Britain  ami  ttalv  luck  into  mve-iligil 
growth  territiirs— and  thrs  mm  not  even  make  it  if  w:iges 

break  t.H.se  again  Fort.  teK  the  ftow  of  North  Sea  oil  a  id  a 

gciM-r.dh  improved  trade  position  have  attmctcd  capital 
A.iws  into  Britain  ,..,1  sterling  b  Iwing  albiwed  to  Hoai 
upward  .■  Ixt  Its  unproved  exchange  position  could  help  to 
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pressures  of 'n.nmoilitv  prices  has  t  weakened  cnusiderahlv 
■  ii.  cocoa  ami  tea  prices  .nil  remain  high,  but  it  appears 
that  they  have  itefin.ieb  come  off  peak  levels  And.  more 
sifluinvanlty.  grams  an1  in  plentiful  supply  and  their  sagging 
prices  have  led  to  s,«ne  declines  m  wholesale  ami  cimHimer 
prnes  for  food — always  a  major  budget  item  ami  often  a  cause 
of  n.fiat.ctuars  surges.  The  new  index  of  eommiHlity  pfkvs 
punished  by  the  luten^tmnal  Monetary  Fund  fell  in  May 
and  June  ftin.i  an  Apn>  peak 

To  sum  up.  the  w  orld  is  espeneitcinga  slow  but  persistent 
recovery  After  MH.  th.  nuttoufi  1).  more  imcefUin.  Acyvlicul 

mains  high  The'prol'lem  nl^v^M^IM^^ 
But  in  a  peaceful  world  thai  has  some  luck  in  avoiding  massive 
nalnrul  shocks  for  a  whde.  the  over-all  economic  situation 
should  improve     ■  r  ,       catches  huh)  in  kev  countries 
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If  business  worldwide  is  your  target, 
special  opportunities  like  this 
happen  only  four  times  a  year. 

fact,  will  appear  as  part  of  the  WEFA  report  on  heavy  insert 
stock  . . .  within  the  report's  editorial  package. 

Only  a  limited  number  of  positions  are  available  in  the 
Atlantic  and  Pacific  WEFA  sections.  And  at  our  usual 
advertising  rates. 

So  act  now!  Don't  miss  out  on  an  opportunity  to  position  your 
advertising  message  in  a  dynamic  editorial  climate  reaching 
a  circulation  of  425,000  in  the  Atlantic  and  Pacific  areas  . . . 
a  forecast  section  that  is  prime  reading  for  business  and 
government  officials  around  the  globe. 

WEFA  Forecast  Issues  appear  four  times  a  year.  For  further 
information,  write  or  call  Frank  Tortorello,  U.  S.  Advertising 
Director,  Newsweek  International,  444  Madison  Avenue, 
New  York,  NY  10022.  Phone  (212)  350-2556.  Or  contact  your 
nearest  Newsweek  sales  representative.  Let  the  Newsweek 
International-WEFA  Forecast  deliver  your  message  where  it 
counts:  to  today's  business  community  worldwide. 

Newsweek  International 

REPORTING  THE  WORLD  TO  EUROPE.  THE  MIDDLE  EAST,  AFRICA.  ASIA  AND  THE  SOUTH  PACIFIC 


Advertise  in  the  Newsweek  International  - 
WEFA  Forecast  Issues. 

i  It's  a  survey  of  global  economic  trends  that  appears  quarterly 
as  a  special  section  in  the  center-spread  position  of 
Newsweek's  International  Edition. 

Prepared  in  collaboration  with  the  University  of 
Pennsylvania's  Wharton  Econometric  Forecasting 
Associates  (WEFA),  the  series  began  in  December  1975. 

Response  was  immediate,  enthusiastic  and  widespread. 

Since  then,  the  surveys  have  sparked  still  further  interest 
and  comment  and  have  been  quoted  extensively  in 
newspapers  and  magazines  around  the  world. 

To  advertisers  these  forecast  sections  represent  a  unique 
editorial  environment  for  messages  directed  toward  an 
influential  and  business-minded  audience.  Your  message,  in 


Coal  gasification  programs 


Peoples  Gas  active  in 
three  projects  to  develop  coal 
as  a  major  source  of 
clean-burning  gas  energy. 


One  of  the  ways 
Peoples  Gas  works 
to  supply  gas  energy 
for  14  million  people 
in  Mid-America. 


With  natural  gas  becoming  harder 
to  acquire  every  year,  America  is  look- 
ing to  its  vast  deposits  of  coal  as  a 
practical  source  of  gas. 

But  first,  important  studies  must 
be  carried  out.  These  include  gasifi- 
cation techniques,  environmental 
impact  studies,  utilization  of  coal 
reserves,  mining  operations,  land 
reclamation  and  sources  of  water. 

Sometime  ago,  the  federal  Energy 
Research  and  Development  Adminis- 
tration requested  proposals  for  demon- 
stration plants  to  determine  the 
technology  best  suited  for  the  conver- 
sion of  coal  into  pipeline-quality  gas. 
Five  proposals  were  submitted  and 
Peoples  Gas  system  companies  were 
participants  in  each  of  the  two  pro- 
posals selected  by  ERDA— one  for  a 
plant  in  Illinois,  the  other  for  one  in 
Ohio.  Both  proposals  were  approved 
by  ERD A  and  contracts  awarded  for 
the  design  phase  of  each  project. 

In  addition  we  are  working  on  a 
two-part  program  in  North  Dakota. 
Added  up,  if  s  a  concentrated  effort  to 
find  the  right  solutions  that  will  make 
the  commercial  production  of  gas 
from  coal  a  reality. 


1.  Illinois 

A  group  of  five  Illinois  utilities, 
including  Peoples  Gas  Company's 
two  distribution  subsidiaries,  is  par- 
ticipating with  ERDA  on  a  project  to 
convert  the  state's  high-sulfur  coal 
into  non-polluting  pipeline-quality 
gas.  Plans  envision  a  demonstration- 
size  plant  using  a  process  developed  by 
U.S.  companies  and  pilot-tested  both 
here  and  abroad.  The  estimated  total 
project  cost  is  $334  million. 

2.  Ohio 

The  second  project  now  underway 
with  ERDA  was  proposed  by  a  con- 
sortium of  nine  energy  companies  of 
which  our  pipeline  company  is  a  mem- 
ber. It  includes  the  construction  in 
eastern  Ohio  of  a  coal  gasification 
demonstration  plant  using  a  slagging 
gasifier  process  which  has  passed 
preliminary  tests  in  Westfield, 
Scotland.  The  cost  of  the  total  project 
is  estimated  at  $371  million. 


3.  North  Dakota 

Peoples  Gas  is  also  pursuing  a  two- 
part  program  in  North  Dakota.  First, 
we  have  entered  into  an  agreement 
with  American  Natural  Resources 
Company  on  the  joint  planning  of  a 
commercial  coal  gasification  plant  in 
Mercer  County  capable  of  producing 
125  million  CF/day  of  synthetic  gas. 
Further  development  of  the  project  is 
contingent  upon  FERC  approval  of 
requisite  applications,  and  the  secur- 
ing of  federal  loan  guarantees.  We  also 
have  an  option  to  join  ANR  on  the 
second  phase  of  the  Mercer  County 
project 

In  neighboring  Dunn  County,  our 
pipeline  company  has  rights  to  lignite 
deposits  and  is  formulating  plans  for 
a  250  million  CF/day  plant.  At  present, 
we  are  working  to  secure  additional 
coal  leases,  water  rights  and  other 
governmental  approvals.  American 
Natural  has  an  option  to  join  us  in 
the  Dunn  County  project. 

Coal  gasification  will  be  important 
in  helping  Peoples  Gas  provide  gas 
energy  for  14  million  people  in  the 
upper  Midwest  in  the  years  ahead.  But 
it's  only  one  part  of  our  multi-faceted 
program  to  cope  with  the  nation's 
growing  shortage  of  natural  gas. 

For  more  information  concerning 
Peoples  Gas — and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  — send  for  our  Annual  Report. 
Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid -America. 


The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 
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The  Economy 


Is  Unemployment  On  The  Way  Out? 


Within  a  few  years  we  could  easily  be  worrying  about  labor 
shortages  rather  than  about  unemployment.  If  that  sounds 
strange  at  a  time  of  7%  unemployment,  consider  this:  In  the 
past  12  months  (through  November)  our  economy  has  cre- 
ated no  Jess  than  4  million  new  jobs,  pushing  the  total 
number  of  employed  to  92.2  million.  That's  a  4.4%  growth 
rate  and  it  easily  exceeds  the  rate  of  population  growth 
(which  is  now  only  0.8%). 

Why,  then,  the  continuing  high  unemployment?  For  this 
very  simple  reason:  So  many  additional  people  have  been 
entering  the  labor  force  that  the  pool  of  unemployed  has 
declined  by  only  750,000  in  spite  of  the  fast  rate  of  job 
creation. 

Sixty  percent  of  these  new  job-seekers  were  women,  pushed 
(or  pulled)  into  the  labor  force  by  changing  social  customs.  In 
fact,  women  are  taking  about  half  of  the  new  jobs.  And  the 
number  of  job-seekers  was  further  swollen  by  the  high  birth 
rates  of  the  late  Fifties,  which  is,  right  now,  producing  a  big 
bulge  in  the  number  of  people,  men  as  well  as  women,  of 
school-leaving  ages. 

The  economy,  in  short,  has  been  much  healthier  than  most 
people  realize.  And  it  has  been  for  many  years.  Since  1970 
there  has  been  only  one  year,  1975,  when  the  number  of  jobs 
did  not  increase. 

But  this  growing  economy  has  been  overloaded  by  the 
demands  on  it  for  jobs.  From  1955  to  1970,  the  labor  force 
expanded  by  only  1.2  million  people  a  year;  since  1970,  the 
figure  has  risen  to  2  million  and  in  1977  it  was  closer  to  2.5 
million.  What  is  remarkable  is  that  joblessness  hasn't  increased 
more  than  it  has. 

Where  are  all  these  new  jobs?  In  service  occupations:  medi- 
cal care,  food  service,  teaching  and  law-and-order.  Manufac- 
turing's share  of  work  has  actually  been  shrinking  as  machines 
have  been  brought  in  to  do  more  and  more  of  the  work.  Look  at 


the  automobile  industry.  In  1955  it  employed  891,000  people 
to  produce  8  million  cars;  last  year  it  employed  about  775,000 
to  make  9  million  cars. 

All  the  signs  point  to  a  continuing  growth  in  employment  in 
the  so-called  service  sector.  Americans  are  eating  out  more, 
taking  more  vacations  and  using  more  and  more  different  kinds 
of  specialized  services.  But  the  influx  into  the  labor  force  is 
almost  certain  to  slow  down  with  the  entry  of  fewer  young 
people  and  women  into  the  labor  force.  New  job-seekers 
should  drop  by  about  14%  to  1.7  million  a  year  in  the  next  few 
years,  to  1.4  million  annually  after  1980  and  to  as  low  as  1 
million  after  1985.  Unless  the  economy  loses  its  underlying 
vigor  between  then  and  now,  it  is  all  but  certain  that  the 
present  high  unemployment  rates  will  soon  be  a  thing  of  the 
past  They  are  not  chronic.  Only  temporary. 

As  these  trends  develop  it  will  be  possible  to  achieve  a 
much  lower  level  of  unemployment,  even  if  the  economy  is 
expanding  at  a  disappointing  pace  in  the  1980s.  A  drop  of 
two  points  in  the  unemployment  rate  to  5%  can  be  achieved 
through  creation  of  2.3  million  jobs  a  year  in  the  1976-80 
period,  with  an  annual  job  increase  of  only  1.3  million  a  year 
in  the  1980-85  period.  Both  figures  are  well  below  last  year's 
accomplishment. 

There  is  no  new  baby  boom  in  sight  to  change  this  picture. 
Of  course,  if  women,  en  masse,  desert  the  kitchen  and  the 
bridge  table  and  clamor  for  jobs,  all  bets  will  be  off.  No  one  in 
his  or  her  right  mind  expects  to  see  the  trends  of  recent  years 
reversed  and  for  women  to  give  up  working,  but  the  question 
is:  How  much  further  will  the  trend  go?  Over  half  of  all  women 
in  the  prime  childbearing  age  group  of  25  to  34  years  are 
already  in  the  labor  force.  Will  this  figure  go  to  75%  or  even 
100%?  Probably  not.  With  all  due  respect  to  women's  liber- 
ation, there  will  still  be  a  good  many  women  who  will  continue 
to  prefer  staying  at  home  and  raising  kids.  ■ 


Heaven  Help  The  Working  Man! 


In  the  past  two  years  (2nd 
quarter  1975  to  2nd  quarter 
1 977)  women's  jobs  grew 
faster  than  men's 


But  so  did  prospective 
female  employees. . . 


leaving  many  still 
searching  for  work. 


^  Number  of  workers  in  thousands  20  years  and  over. 


Source:  Bureau  of  Labor  Statistics  j 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


v    What's  Ahead  For 
It  The  Money  Markets? 


By  Ben  Weberman 


. .  When  a  market  seems  ready  to 
run  out  of  steam,  step  in  .  . ." 


M  he  fixed-income  markets  vvi'l  be 
much  mori'  sedate  throughout  1978  than 
most  of  the  analysts  are  now  forecasting. 
This  means  that  interest  rates — short 
and  long  term — will  not  rise  very  much. 

The  gloom-and-doom  forecasts  about 
interest  rates  are  usually  based  on  expec- 
tations of:  1)  a  horrendous  rate  of  infla- 
tion; 2^  enormous  demands  for  credit;  3) 
weakness  of  the  dollar.  The  combination 
could  bring  about  the  crowding  out  of 
some  borrowers  that  former  Treasury 
Secretary  William  Simon  warned  about 
repeatedly  and  inaccurately  for  a  long 
period  during  his  Washington  service. 
There  won't  be  any  greater  degree  of 
crowding  out  in  1978  than  there  was  in 
1975 — w  hen  there  was  none. 

For  the  next  1-  months  1  see  a  well- 
balanced  economy  growing  at  a  moder- 
ate pace  without  strain  on  labor  supply 
or  on  productive  facilities.  This  won't 
make  Ccorge  Meany  happy,  nor  some  of 
the  liberal  politicians  who  would  accept  a 
runaway  boom  to  bring  down  the  unem- 
ployment figures  But  in  simple  fact, 
slow  growth  is  preferable  for  just  about 
everyone  because  it  is  unlikely  to  ex- 
plode into  the  excesses  that  can  only  lead 
to  recession. 

Inflation  will  be  much  less  of  a  prob- 
lem than  main  anticipate.  There  are 
enormous  crops  of  grain  and  liv  estock. 
Metals  are  in  ample  supply.  Further 
more,  most  of  the  world,  including  Ger- 
main and  Japan,  is  suffering  from  slug- 
gish economies.  The  weakness  of  the 
dollar  could — but  is  not  likely  to — force 
the  Federal  Kesei  v  e  to  tighten  credit  in 
defense  of  the  currency. 

The  Wall  Street  Journal  recently  gav  e 
prominence  to  tears  expressed  in  a  bank 
credit  newsletter  about  a  potential  liq- 
uidity crunch  in  the  banks  Forget  it! 
The  banks  hav  e  plenty  of  money  for  any 
foreseeable  situation.  l  ending  demand 

Mr.  Wclnnnan  is  economics  editor  of  Forbes 

nuiizazinc. 


has  been  strong  at  country  and  regional 
hanks,  but  I  suspect  this  is  a  conse- 
quence of  retailers  borrowing  for  the 
Christmas  trade.  Capital  spending  on 
new  plants  is  still  lagging,  and  until  it 
picks  up  sharply — which  it  shows  no  sign 
of  doing — there  are  unlikely  to  be  major 
additional  demands  for  credit. 

When  demand  for  credit  does  pick  up. 
the  banks  should  be  able  to  handle  it.  As 
Chemical  Bank  pointed  out  in  a  recent 
Study:  "Both  [bank]  capital  and  liquid 
asset  ratios  hav  e  risen  markedly  since 
late  1974.'  In  short,  the  banks  have  the 
capital  to  support  additional  deposits,  for 
buying  overnight  federal  funds  from  oth- 
er banks  that  are  flush  with  cash,  and  for 
selling  bonds.  The  Chemical  forecasts 
that  banks  can  quickly  add  $45  billion  to 
$50  billion  to  their  loan  portfolios,  a  15^ 
rate  of  increase.  That  would  be  more 
than  ample  to  take  care  of  new  short- 
term  credit  needs. 

If  demands  for  long-term  credit 
emerge  from  the  corporate  sector,  from 
state  and  local  governments  and  from  the 
federal  government  and  its  agencies, 
they  can  be  met  with  little  difficulty — 
provided  investors  are  willing  to  put 
their  money  to  work  in  permanent  form. 
The  amount  of  funds  now  invested  short 
term  that  could  easily  move  long  term  is 
far  greater  than  needs  that  amid  devel- 
op— even  after  a  substantial  mortgage 
boomlet  is  satisfied. 

If  I  am  right  about  interest  rates  re- 
maining flat  and  inflation  rates  remaining 
about  where  they  are.  what  posture 
should  a  fixed-income  investor  adopt?  In 
the  Nov.  15  issue  I  recommended  stay- 
ing with  medium-term  securities — up  to 
three  years.  I  would  still  stick  to  this 
position. 

What  about  longer-term  bonds?  They 
hav  e  declined  in  price  somewhat  since  I 
last  wrote,  and.  in  my  opinion,  the  de- 
cline is  irrational  and  overdone.  Never- 
theless. I  wouldn't  tight  the  trend. 
Friends  at  the  Federal  Reserve  who 


have  billions  of  dollars  of  buying  power 
taught  me  a  long  time  ago  about  the 
futility  of  fighting  a  market  that  has  a 
head  of  steam.  Stand  on  the  side,  they 
advised,  and  when  it  seems  ready  to  run 
out  of  steam,  step  in.  This  applies  to 
securities  as  well  as  to  foreign  exchange. 
Wait  a  while  before  making  new  commit- 
ments in  long-term  bonds.  Let  the  price 
downtrend  exhaust  itself. 

The  long-term  market  will  start  to  im- 
prove when  more  investors  learn  that 
fears  of  large  Treasury  borrowings  are 
greatly  exaggerated.  Projections  of  a 
Treasury  deficit  in  the  neighborhood  of 
$58  billion  or  more  are  far  from  accurate. 
The  tax  cuts,  which  worn  some  people, 
will  merely  offset  certain  other  tax  in- 
creases, and  would  not  become  effective 
until  near  the  end  of  the  fiscal  year, 
anyway .  In  other  words,  it  is  not  a  real 
tax  cut. 

Close  examination  of  Treasury  cash 
flows  shows  that  the  federal  government 
will  need  only  $12  billion  or  so  from  the 
public  in  this  year's  first  quarter  and  that 
there  will  be  some  repay  ment  of  debt 
during  the  second  quarter  as  the  huge 
March.  April  and  June  tax  collections  are 
realized.  The  Treason  won't  have  a  fi- 
nancing problem  until  1979.  and  by  that 
time  we  should  be  looking  ahead  to 
smaller  budget  deficits. 

Because  of  the  perceived  relatively 
heavy  federal  borrowing  in  the  first  quar- 
ter, tlrere  may  be  some  upward  pressure 
on  interest  rates  early  in  the  y  ear.  But  as 
the  year  wears  on,  as  Treasury  borrow- 
ing declines  and  bank  liquidity  remains 
impressive,  investors  should  turn  more 
optimistic  on  longer-term  bonds. 

So,  while  I  would  still  stay  with  medi- 
um-term securities.  1 11  be  watching 
closely  for  a  turn  for  the  better  in  prices 
of  longer-term  bonds.  Keep  your  eye  on 
March,  when  tax  money  really  begins 
Hooding  into  the  Treasury.  That  could  be 
the  turning  point — for  the  better — in 
long-term  bond  prices.  ■ 
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A  BOLD  MEW  W  TO  INVEST 
FOR  HIGHER  INCOME. 

NOW,  FOR  THE  FIRST  TIME,  INVESTORS  SEEKING  HIGH  INCOME 
FROM  A  DIVERSIFIED  PORTFOLIO  OF  LOWER  RATED  BONDS  CAN  ENJOY 
SUBSTANTIAL  BENEFITS  WITHOUT  SUBSTANTIAL  COST 


Fidelity  Aggressive  Income 
Fund  introduces  several  benefits 
not  found  in  similar  high 
income  investments: 

NO  SALES  CHARGE. 

The  Fund  has  no  sales 
charge  which  represents  a 
considerable  savings  over 
funds  with  such  costs.  It  also 
means  more  of  your  invest- 
ment dollar  is  put  to  work      /  I 
seeking  high  income. 

HIGH  CURRENT  j  | 
INCOME.  (I 

Fidelity  Aggressive  Income  \\ 
Fund  seeks  the  highest  current  ^ 
income  obtainable  from  a  pro- 
fessionally managed  portfolio  of 
high  yielding,  fixed  income  securi- 
ties. The  anticipated  returns  from 
such  securities  are  substantial, 
but  so  are  the  potential  risks. 
That's  why  professional  manage- 
ment is  so  important. 

PROFESSIONAL 
MANAGEMENT. 

Through  intensive  credit 
analysis  and  continuous  supervi- 
sion, Fidelity's  professional 
investment  staff  seeks  to  keep 
The  Fund's  income  high  and  limit 
the  risk.  In  selecting  the  obliga- 
tions for  the  portfolio,  they  will 
attempt  to  find  bonds  considered 
to  be  "underrated." 

Anticipated  cash  flow,  asset 
coverage,  earnings  prospects  and 
corporate  management  are  but  a 
few  of  the  factors  that  will  influ- 
ence our  choice  of  bonds.  Most 
will  have  lower  ratings  and  some 
will  be  unrated.  Each  will  have  the 
potential  for  high  current  income. 

DIVERSIFICATION. 

The  Fund's  wide  diversifica- 
tion helps  to  spread  and  further 
reduce  risk. 


The  minimum  initial  invest- 
ment requirement  is  $2500.  For 
that  amount,  investors  receive 
the  diversification  advantages  of 
a  portfolio  that  could  only  be  as- 
sembled by  larger  institutions. 

IMMEDIATE 
LIQUIDITY. 

Fidelity  Aggressive 
Income  Fund  was  designed 
for  long  term  investors. 
However,  even  they  will 
take  comfort  in  the  liquidity 
we  offer. 

Shares  may  be  redeemed 
at  net  asset  value,  without 
;5  charge,  whenever  you 
\  \ 0;  wish.  A  wire,  phone  call  or 
\      letter  is  all  that's  required. 
Money  may  also  be  transferred  in 
this  same  manner  to  any  of  the 
seven  other  Fidelity  no-load  funds. 

Investors  may  choose  to 
receive  income  either  monthly  or 
quarterly.  Long  term  investors 
will  also  enjoy  our  reinvestment 


option.  It  enables  them  to  auto- 
matically compound  their  high 
income  and  thus  seek  a  higher 
potential  return. 
 , 

OUR  BENEFITS  ATA  GLANCE. 

•  High  current  income. 

•  No  sales  charge  or  withdrawal  penalty. 

•  Skilled  professional  management. 

•  Diversification  of  investment. 

•  Telephone  withdrawal  or  exchange. 

•  Monthly  or  quarterly  income. 

•  Automatic  compounding  of  income. 

•  Complete  record-keeping. 

•  No  coupons  to  clip. 

•  Immediate  liquidity. 

•  Keogh  or  IRA  Retirement  Plans. 

^  I 

There's  a  great  deal  more  to 
be  learned.  Take  a  bold  step  and 
do  just  that.  Simply  return  the 
coupon  or  call  toll-free  today. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect 
(617)  726-0650 


P.O.  Box  832,  Dept.  FF7 1 226 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including  management  fees, 
other  charges  and  expenses,  please  write  or  call  for  a  prospectus. 
Read  it  carefully  beforeyou  invest  or  send  money. 

Name  

Address  

City  


.State. 


.Zip. 


Retirement  Plan  Information:  Keogh  □    IRA  □    403B  □ 


Over 


FIDELITY  GROUP 

$3  billion  of  assets  under  management. 


Money  And  Investments 


Stock  Comments 


■I  Growth— But  At  A  Fair  Price 

By  Heinz  H.  Biel 

". . .  The  lesson  to  be  learned  is 
not  to  pay  excessive  premiums  .  .  ." 


/  ms  Forbes  pointed  out  recently  (Dec. 
15,  1$77),  the  Nifty  Fifty  caused  horrible 
losses  for  everyone  who  naively  believed 
that  institutions,  especially  the  big  banks 
with  their  multibillion-dollar  trust  and 
pension  portfolios,  were  singularly  gifted 
for  successful  investing.  Looking  back  at 
the  record,  only  one  of  the  50,  Schlum- 
berger,  managed  to  reach  a  new  alltime 
high  in  1977.  All  others  never  came  even 
within  hailing  distance  of  the  lofty  levels 
attained  before  the  bubble  burst.  There 
is  no  point  in  opening  up  old  wounds, 
but  it  is  important  to  stress  in  strongest 
terms  that  the  lesson  to  be  learned  is  not 
to  avoid  growth  stocks,  but  not  to  pay 
excessive  premiums. 

The  accompanying  table  lists  ten 
stocks,  picked  more  or  less  at  random, 
that  have  been  discussed  in  this  column 
off  and  on  over  the  years.  None  of  them, 
as  far  as  I  can  recall,  ever  was  one  of  the 
Nifty  Fifty,  because  they  never  sold  at 
exorbitant  multiples,  even  though  some 
of  them  have  always  enjoyed  a  premium 
price.  Nevertheless,  they  are  all  true 

Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


growth  stocks,  using  as  a  criterion  that 
per-share  earnings  and  dividend  rates 
must  have  at  least  doubled  during  the 
past  decade.  Another  yardstick  is,  or 
should  be,  that  the  price  of  the  stock  in 
1977  should  have  topped  the  high  of 
1967.  Otherwise  it  would  not  have  been 
a  satisfactory  investment,  regardless  of 
how  good  the  statistics  may  be. 

One  of  the  most  interesting  aspects  of 
this  list  of  ten  is  that  it  does  include  a 
number  of  decidedly  cyclical  companies 
that  have  had  their  ups  and  downs  over 
the  years.  So  long  as  every  "up"  is  higher 
than  the  preceding  one,  they  certainly 
do  qualify  as  growth  companies.  Usually 
such  stocks  can  be  bought  at  far  more 
reasonable  prices  than  what  is  commonly 
considered  a  typical  growth  company, 
whose  annual  earnings  growth  can  be 
predicted  with  a  high  degree  of 
accuracy. 

One  such  company  is  Revlon,  for  in- 
stance, which  sells  at  the  highest  multi- 
ple in  this  group.  Its  business  is  about  as 
noncyclical  as  that  of  a  basic  food  com- 
pany, and  under  its  superb  management 
investors  can  visualize  what  to  expect  in 
the  years  ahead.  But  there  is  a  further 
reason  for  Revlon's  premium  price:  It  is  a 
favorite  of  institutional  investors  who 
own  as  much  as  37%  of  the  stock.  That 
this  is  an  important  factor  is  confirmed 


by  the  premium  price  for  Caterpillar 
Tractor,  the  beloved  darling  of  the  insti- 
tutions, which  own  43%  of  the  company. 
General  Signal,  27%  institutionally 
owned,  also  sells  at.  an  above  average 
multiple. 

There  are  three  companies  on  the  list 
in  which  the  founding  fathers  and/or 
management  have  important  stock  inter- 
ests: Anderson  Clayton,  Barnes  Group 
and  Harnischfeger  fall  into  this  category. 
A  little  nepotism  doesn't  have  to  be  bad. 
There  need  be  no  conflict  of  interest 
between  the  insiders  and  the  outside 
shareholders,  except  sometimes  on  divi- 
dend policy,  or  when  the  quality  of  man- 
agement deteriorates  and  can  t  be  fired. 

In  size,  these  ten  companies  range 
from  a  $5.8-billion  (sales)  giant  like  Cat- 
erpillar to  comparatively  tiny  Portec, 
with  sales  of  only  $150  million.  Being  big 
is  not  necessarily  an  advantage,  as  we 
have  seen  time  and  again  in  almost  any 
industry.  But  being  small  is  no  guarantee 
of  extra-rapid  growth.  Any  such  general- 
izations are  not  meaningful. 

The  fact  that  not  one  of  the  ten  stocks 
is  included  in  the  Dow  Jones  industrial 
average  enhances  rather  than  lowers 
their  attractiveness.  I  would  not  mind 
seeing  any  of  them  included  in  invest- 
ment portfolios  that  do  not  have  to  stress 
income  or  low  price  volatility.  ■ 


True"  Growth  Stocks  . . . 

. . .  whose  per-share  earnings  and  dividends  have  doubled  in  ten  years. 


Instit. 

1967 

1977 

Recent 

Earnings  Per  Share 

Dividend  Rate 

1977  P/E 

Hold,  (a) 

High 

High 

Price 

1967 

1977E 

1967 

1977 

Ratio  (d) 

Anderson  Clayton 

Small  (b) 

10% 

26V4* 

21 

$0.72 

$2.90A 

$0.25 

$1.00 

7.2 

Barnes  Croup 

Small  (c) 

11% 

19%*  ' 

19 

1.10 

2.85 

0.42% 

0.90 

6.7 

Caterpillar  Tractor 

43% 

33% 

59% 

54 

1.25 

4.90 

0.80 

1.80 

1 1 .0  * 

Diamond  Shamrock 

22 

20% 

38% 

28 

1.18 

4.25 

0.62V2 

1.40 

6.6 

Emhart  Corp. 

18 

23V2 

32% 

31 

1.58 

5.25 

0.70 

1.80 

5.9 

General  Signal 

27 

16Va 

28% 

26 

0.88 

2.35 

0.30 

0.80 

11.0 

Harnischfeger  Corp. 

19 

11% 

24  Vb* 

17 

1.01 

2.45A 

0.57V4 

1.00 

6.9 

Harris  Corp. 

24 

34 

45V2* 

45 

1.34 

3.2&A 

0.50 

1.00 

13.8 

Portec,  Inc. 

15 

14% 

26'/8* 

17 

1.11 

2.35 

0.50 

0.80 

7.2 

Revlon,  Inc. 

37 

28'/2 

46  * 

45 

1.04 

3.20 

0.43V2 

1.10 

14.0 

(a)  As  reported  by  Standard  &  Poor's,  (b)  Management  holds  38%. 
fiscal  year.    E-Standard  &  Poor's  estimate.    *A1  Itime  high. 


(c)  36%  closely  held,    (d)  Est.  1977  earnings  at  current  price.   A-Actual  for  1977 
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Lef  VALUE  LINE  Help  You  Identify 

100  TIMELY  STOCKS  TO  BUY 

*lus  400  stocks  that  should  be  avoided  for  now. 


no  make  your  portfolio  perform  well, 
|  's  important  to  be  able  to  identify  the 
nost  timely  stock  selections  and  to  be 
ble  to  weed  out  any  "misfits."  You 
1  hould  also  be  immediately  aware  of 
i  ignificant  changes  in  any  of  your 
s  tocks.  That's  why  The  Value  Line  In- 
r  estment  Survey  every  week  of  the  year 
i  anks  1650  stocks— each  relative  to  all 
|ie  others— for  Probable  Market  Per- 
sri  ormance  in  the  next  12  Months,  as  fol- 
i  ows  (the  Value  Line  rank  is  determined 
Inainly  by  the  stock's  earnings  yield 
|md  growth  features  relative  to  all  1650 
I  tocks): 

El  100  stocks  are  ranked  1  (Highest) 
f!  300  stocks  are  ranked  2  (Above 

Average) 
850  stocks  are  ranked  3  (Average) 
b  300  stocks  are  ranked  4  (Below 

Average) 

I  100  stocks  are  ranked  5  (Lowest) 
Mote:  Not  every  stock  will  always  per- 
jjorm  in  accordance  with  its  rank.  But  it 
lis  a  fact  that  favorably  ranked  stocks, 
If  is  a  group,  have  outperformed  poorly 
tanked  stocks  with  remarkable  con- 
liistency  since  the  ranking  system  was 
[introduced  in  1965. 
jjvhile  past  performances  can  never 
3 guarantee  future  success, this  record  of 
jlnore  than  12  years  of  successful  dis- 
crimination strongly  suggests  that  you 
I  ;an  tilt  the  investment  probabilities  in 
Ii'our  favor  by  at  least  taking  note  of 
;.vhat  the  Value  Line  ranks  are  saying, 
j 00  Top  Ranked  Stocks 
The  ranks  are  designed  to  measure 
probabilities.  We  expect  lower-ranked 
listocks  to  go  up  less  in  a  rising  mar- 
I  cet— or  down  more  in  a  market  drop— 
han  higher-ranked  stocks.  And  con- 
versely . . . 

We  expect  the  100  stocks  rank- 
I    ed  1  for  Performance  to  go  UP 
MORE  or  DOWN  LESS,  on  aver- 
:    age,  than  the  1550  others  within 

the  12  months  directly  ahead. 
The  100  stocks  currently  ranked  1 
|  Highest)  for  Probable  Market  Perfor- 
mance in  the  Next  12  Months  (Value 
j'Line  Nov.  25)  include  some  less  well 
h  <nown  names — the  sort  of  stocks  not 
Iclosely  followed  by  most  sources  of  in- 
ji/estment  information.  Just  a  few  of 
:hem  are  DIAL  CORP.,  FLUOR  CORP., 

Gordon  jewelry,  kirsch  co., 
30nder0sa  system,  roper  corp., 

'  VIACOM  INT'L.,  and  XTRA  CORP.  (This 
nay  show  why  you  shouldn't  confuse 
the  timeliness  of  a  commitment  in 
a  stock  with  the  size  or  fame  of  a 
company.) 

Want  to  weed  out  your  portfolio? 

We  suggest  you  avoid  the  400  stocks 
currently  ranked  4  or  5  by  Value  Line 
jfor  Next-12-Months  Performance.  If 
you're  bearish,  however,  these  stocks 
may  be  good  short  sales  or  candidates 
for  option  writing. 

Updated  every  week 

Every  week— for  EACH  of  1650  stocks 
—The  Value  Line  Investment  Survey  in 


its  Summary  &  Index  presents  the  up- 
to-date  .... 

a)  Rank  for  Probable  Relative  Price 
Performance  in  the  Next  12  Months 
—ranging  from  1  (Highest)  down  to 
5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.2%  and  up— Value  Line  Nov.  25). 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing 
the  future  "target"  price  range  and 
the  percentage  price  change  indi- 
cated. (100  stocks  are  in  the  225% 
to  510%  range— Value  Line  Nov.  25.) 

e)  Current  price  and  estimated  P/E 
based  on  past  6  months  earnings 
plus  future  6  months  earnings  and 
estimated  annual  earnings  and  divi- 
dends in  the  next  12  months.  Also 
the  stock's  Beta. 

f)  Very  latest  available  quarterly  earn- 
ings and  dividends,  together  with 
year-earlier  comparisons. 

In  addition,  each  of  the  1650  stocks  is 
the  subject  of  a  comprehensive  new  full- 
page  Rating  &  Report  at  least  once 
every  three  months— including  22  series 
of  vital  financial  and  operating  statistics 
going  back  10  years  and  estimated  3  to 
5  years  into  the  future. 
Special  Offer 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Survey 
for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this  special  offer  because  we  have 
found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The  in- 
creased circulation  enables  us  to  pro- 
vide this  service  for  far  less  than  would 
have  to  be  charged  our  long-term  sub- 
scribers were  their  number  smaller. 
Your  trial  will  include  the  following: 
EVERY  WEEK  a  new  SUMMARY  &  IN- 
DEX section  (32  pages) . . .  showing 
the  current  ratings  of  1850  stocks  for 


future  relative  Price  Performance  and 
Safety— together  with  their  Estimated 
Yields  and  the  latest  earnings,  divi- 
dends and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full-page  reports  like  this  are  issued 
on  all  1650  stocks,  replacing  and  up- 
dating the  previous  reports  which  will 
be  sent  to  you  already  filed  in  your 
binder  as  a  bonus.  Filing  takes  less 
than  a  minute  a  week.  All  this  material 
is  so  organized  in  your  binder  that  you 
can  quickly  turn  to  a  continually  up- 
dated report  on  almost  any  leading  stock. 
EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  . . .  with  a  detailed 
analysis  of  an  Especially  Recommend- 
ed Stock— plus  a  wealth  of  investment 
background  including  the  Value  Line 
Composite  Average  of  more  than  1650 
stocks. 

Plus  This  $45  Bonus  . . .  Value  Line's 
complete  2000-page  Investors  Refer- 
ence Service  (available  separately  for 
$45),  with  our  latest  full-page  reports 
on  all  stocks  under  review— fully  in- 
dexed for  your  immediate  reference- 
to  be  updated  by  new  reports  sent 
weekly. 

And  This  Bonus,  Too. . .  The  64-page 
booklet,  "Investing  in  Common  Stocks," 
which  explains  how  even  inexperienced 
investors  can  apply  thousands  of  hours 
of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  un- 
equivocal ratings,  one  for  Timeliness 
(Performance  in  next  12  months),  the 
other  for  Safety. 
Money-Back  Guarantee 
You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  refund  of  your  fee. 
This  subscription  is  tax-deductible  if 
utilized  to  aid  in  the  management  of 
your  investments. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


J  The  Value  Line  Investment  Survey 
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□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $285.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 


616J01 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 


Subscription  tax-deductible  and  nonassign- 
able Foreign  rales  on  request  (NY  residents 
$285.  (Does  not  include  the  calculator.)       add  sales  tax.) 


Penn  Square 
counts  the  result, 
not  the  race. 


Like  the  fabled  tortoise,  Penn  Square 
believes  that  persistence  wins  in  the 
long  run. 

We  offer  diversification  and  full-time 
professional  supervision.  Our 
objective  is  the  long  term  growth  of 
your  money  There  is  no  charge  for 
buying  or  selling  fund  shares. 

For  more  complete  information, 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


FILL  OUT  AND  MAIL  TO  ADDRESS  BELOW 
Name  


.Zip. 


Penn  Square  Mutual  Fund 

PO  Box  1419.  DeptA  Reading.  Pa  19603 
Phone:(215)376-6  771    A  No-Load  Fund 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages 236-237 
of  this  issue  for 
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Plug  Your  Ears, 
Cover  Your  Eyes 


By  Ann  C.  Brown 


I  Is  far  as  I'm  concerned,  January  First 
is  simply  the  day  after  Dec.  31.  Others, 
however,  including  a  sizahle  number  of 
economists,  registered  representatives 
and  others  connected  directly  or  indi- 
rectly with  the  stock  market,  attach  con- 
siderable significance  to  the  date.  They 
seem  to  develop  a  sudden  case  of 
"newyearsitis,"  a  recurring  disease 
whose  major  symptom  is  the  overwhelm- 
ing desire  to  predict  the  level  of  the  Dow 
Jones  industrial  average  in  the  year  to 
come.  The  severely  afflicted  may  even 
conjecture  what  will  be  the  inflation 
rate,  the  monetary  policy  of  the  Federal 
Reserve,  the  success  or  failure  of  pro- 
posed government  programs  and  even 
the  probable  price  action  of  individual 
stocks.  Sad  to  say,  newyearsitis  appears 
to  be  incurable,  no  matter  how  inaccu- 
rate previous  forecasts  have  turned  out 
to  be.  Take  1977,  for  example.  This  time 
a  year  ago  virtually  everybody  who  was 
anybody  in  the  financial  community  was 
predicting  1200  on  the  Dow.  Some- 
where along  the  way  the  knife  slipped 
and  we  wound  up  at  800.  But  then, 
nobody's  perfect. 

My  prescription  for  immunizing  your 
portfolio  against  following  the  advice  of 
would-be  oracles  is  to  invest  in  a  pair  of 
ear  plugs  and  avoid  reading  anything 
remotely  resembling  a  1978  stock  market 
outlook.  By  mid-January  it  will  be  safe  to 
resume  your  normal  routine,  healthier 
for  not  having  acted  upon  the  confusing 
prophecies  of  those  who  have  little  bet- 
ter idea  of  what  the  future  will  bring  than 
you  do. 

Auld  Acquaintances 

By  and  large,  my  past  recommenda- 
tions have  turned  in  a  fairly  creditable 
performance  for  this  generally  dreary 
year.  As  of  this  writing,  more  than  twice 

Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado, 
Flynn  6-  Associates,  Inc. 


as  many  suggestions  are  up  as  are  down 
and  purchasers  of  Sea  Containers,  Com 
ptigraphic,  Church's  Fried  Chicken  and 
Capital  Cities  Broadcasting,  have  g 
reason  to  celebrate.  Also  able  to  affori 
champagne  are  the  timely  buyers  of  Wal 
Disney,  McDonald  s,  United  Energy  Re 
sources,  Sambo's,  Santa  Fe  Internation 
al  and  Denny  s.  A  survey  of  my  sources 
reveals  that  all  of  the  above  anticipated 
earnings  increases  next  year  of  15%  or 
better — some  even  expect  to  show 
30%-to-45%  improvement  over  1977. 

Among  the  more  modest  gainers,  I 
currently  still  tend  to  favor  Jerrico, 
Warner  Communications,  E-SystenM 
Champion  International,  Stauffer 
Chemical,  Blue  Bell  and  Waters  Associ 
ates.  Most  of  these  companies  appear  to 
be  fairly  well  insulated  against  the  nasty 
trend  toward  protectionism. 

Of  those  recommended  stocks  whose 
prices  have  failed  to  live  up  to  earlier 
expectations,  I  am  still  keen  on  Ameri- 
can Broadcasting  Co.  (41),  Hughes  Tool 
(34),  Ford  (44),  General  Motors  (63), 
Fort  Howard  Paper  (33)  and  Intel  (45). 
In  a  way,  stocks  are  like  adolescents. 
They  don't  all  grow  at  the  same  time. 
And  occasionally  you'll  find  a  "late 
bloomer"  that  will  blossom  forth  to  re 
ward  your  patience  handsomely. 

New  Friends 

While  it  is  unlikely  that  Overseas, 
Shipholding  Group  (26)  will  extend  its) 
nearly  25%  compound  annual  growth 
rate  of  the  past  seven  years,  12%  to  15% 
per  year  appears  possible.  The  company, 
a  bulk  carrier  of  petroleum  products, 
grain,  ore  and  coal,  and  military  hard- 
ware for  the  U.S.  government,  operates 
primarily  under  long-term  charters, 
which  makes  its  earnings  relatively  pre- 
dictable. Overseas  Shipholding  further 
attempts  to  reduce  its  risks  by  having 
escalator  clauses  to  protect  against  infla 
tion  and  by  not  building  tankers  on  spec- 
ulation, which  has  recently  caused  so 
much  grief  among  Norwegian  and  Greek 
ship  owners.  For  1977  the  company 
could  show  $4.35  or  so  in  earnings,  upj 
from  $3.64  last  year.  Barring  substantia 
interest  rate  increases  or  adverse  curren-i 
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v  fluctuations.  Overseas  Shipholding 
roup  has  the  potential  for  $5-plus  earn- 
igs  in  1978. 

Pitncy-Bowes  (19),  as  almost  everyone 
nows,  has  a  virtual  hammerloek  on  the 
ostage  meter  market.  It  also  produces 
II  manner  of  mailing  equipment,  from 
:ales  and  addresser-printer  systems  to 
dilators,  sorters  and  even  a  line  of  mod- 
lar  mail-room  furniture.  This  past  Octo- 
er  Pitney-Bowes  announced  that  it  had 
^reed  to  acquire  the  rights  to  a  dry-tone 
jated-paper  copier  and  a  tabletop  plain- 
iper  copier.  The  coated-paper  copier 
ill  further  strengthen  the  company's 
ominanee  in  that  segment  of  the  copier 
arket,  increasing  to  eight  the  number 


.  .  .  Newyearsitis, 
recurring  disease  whose 
lajor  symptom 
the  desire  to  predict 
hie  level  of  the  DJI  . . ." 


"  models  in  the  line.  For  1977  Pitney- 
owes  is  expected  to  earn  in  the  neigh- 
rhood  of  $2.75,  up  smartly  from  last 
sar's  $1.55.  In  1978,  aided  by  the  ex- 
anded  product  line  and  growing  meter 
emand  in  both  domestic  and  foreign 
Markets,  $3.30  a  sh  are  seems  attainable. 
11  If  you  hadn  t  already  guessed,  I  have  a 
llfarm  spot  in  my  heart  for  companies 
Jjjhose  multiples  have  plummeted  while 
Itirnings  and  dividends  remain  attrac- 
tive. One  such  candidate  is  Honeywell 
Ii6),  whose  current  price/earnings  ratio 
Hands  at  seven  times  this  year's  estimat- 
IJi  earnings  of  $6.25  to  $6.50.  It  finally 
l|oks  as  though  Honeywell  has  things 
Hick  on  track  after  assimilating  General 
Ijjlectric  s  computer  operations  that  were 
lijurchased  in  1970  for  nearly  5  million 
■jares  of  Honeywell  stock.  As  of  March 
4|  }77  GE  still  retained  almost  2  million 
Hiares  of  Honeywell,  which  it  must  sell 
Hy  1980.  However,  the  pressure  should 
Wart  to  lift  as  investors  anticipate  an  end 
m  this  overhanging  supply  and  begin  to 
jmcentrate  more  on  the  brightening 
(linings  picture.  In  addition  to  being 
lumber  two  in  computers,  Honeywell  is 
j  solid  number  one  in  the  production  of 
ontrols  for  residential-heating  and  air- 
Dnditioning  systems  and  producer  of  all 
i  nds  of  processing  controls  for  industry, 
ecause  of  the  competitive  nature  of  the 
iinputer  business,  earnings  estimates 
e  hard  to  pin  down,  but  something  in 
le  $7-to-$7.50  range  shouldn't  be  too 
'  r  off  target.  ■ 


Compare  Michigan 
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Return 
on  Equity* 


Earnings 
Data. 


For  the  second  consecutive  year.  Forbes 
Magazine  ranked  Michigan  National  Corpora 
tion  number  one  in  Return  on  Equity  a 
five-year  average  of  18  7%  for  MNC  vs  a 
Bank  Industry  Median  of  12  4% 


Nine  Months  Ended  September  30 
1977  1976  Increase 


Net 
icome 
;r  Share 


$25,559,000  $21,043,000 
$3.79  $3.12 
(Unaudited  Primary  Basis) 


JL  ln< 

MX: 

Michigan  National  Corporation 

(Symbol  MNCOI 

Sixteen  affiliated  banks  with  193  offices  in  71  Michigan  communities. 
Total  Assets  over  $4  2  Billion.  Depositor  Protection  Accounts  over  $313,000,000. 


21% 
21% 


Money  market  yields 
continue  their  ascent. 

Recently,  there's  been  a  rise  in  money 
market  yields.  This  has  helped  Fidelity  Daily  Income 
Trust  provide  a  lift  for  the  short-  term  investor.  Not  to 
mention  his  income. 

Low  cost.  To  keep  costs  down,  there  is  no 
charge  for  investment  or  withdrawal.  Moreover,  the  manage- 
ment fee  (3/10  of  l°o  of  The  Trust's  net  assets)  is  low.  Compare 
it  with  others. 

Liquidity  uppermost.  Those  seeking  daily  liquidity 
for  cash  reserves  will  be  overjoyed  with  our  free  check  writing  fea- 
ture. It  permits  funds  to  earn  interest  from  our  high-quality  portfolio 
until  a  check  is  actually  presented  for  payment.  Still  others 
value  our  continuous  management.  To  under- 
stand more,  call  toll-free  or  write  today. 

Call  Free  (800) 225-6190 

In  Mass.  Call  Collect  (61 7) 726-0650 


ini^  Fidelity  Daily 
FW  ■  Income  Trust 

RO.  Box  832,  Dept.  FF7 1 226 
82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write  or  call 

for  a  prospectus  Read  it  carefully  before         Retirement  I'l.m  imnrm  i  Keogn  i  iw 

you  invest  or  send  money.  FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management.  ff>^JS& 
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Commodities 


Roundup  Time  Again 

By  Stanley  W.  Angrist 


/  mil  the  successful  commodity  traders 
that  I  know  live  (and  trade)  by  the  rule: 
"Eat  a  live  frog  first  thing  every  morning 
and  nothing  worse  will  happen  to  you 
during  the  day."  Readers  who  followed 
my  recommendations  during  the  latter 
half  of  1977  were  possibly  big  consumers 
of  frogs — they  don't  have  much  in  the 
way  of  profits  to  show  for  their  efforts. 
(They  also  don't  have  much  of  a  net  loss, 
which  is  more  than  most  commodity 
traders  can  say  at  the  end  of  each  year.) 

In  keeping  with  the  instant  tradition  I 
initiated  in  the  July  1  issue  of  Forbes 
with  my  column  entitled  "Seattle  Slew 
I'm  Not,"  I  will  now  review  my  efforts 
for  the  second  half  of  the  year.  Unfortu- 
nately, I  had  no  single  big  winning  trade 
that  could  have  bailed  me  out  of  a  series 
of  modest  losses. 

In  the  July  15  issue  I  reviewed  the 
sugar  market  and  came  up  with  a  bear 
spread  in  sugar  that  involved  buying 
March,  and  selling  October  at  30  points 
premium  the  March  or  less.  The  market 
never  offered  an  opportunity  to  enter 
this  spread  at  the  recommended  level;  as 
a  result,  there  was  no  loss  or  gain  on  that 
particular  trade. 

On  Aug.  1  I  recommended  a  "400- 
mile  spread"  in  which  the  trader  would 
go  long  the  December  Minneapolis 
wheat  contract  and  short  the  December 
Chicago  wheat  contract.  There  were 
plenty  of  opportunities  to  enter  this 
spread  below  the  recommended  10-cent 
premium  Minneapolis  level.  Indeed,  a 
number  of  traders  I  know  entered  at  the 
7-cent  level.  At  the  end  of  September 
♦lie  spread  could  have  been  exited  at 
18.5  cents  premium  Minneapolis.  The 
8.5-cent  profit  before  commissions  is 
equivalent  to  $425  per  spread. 

Eggs  did  it  to  me  again — and  to  you 
too  if  you  followed  my  suggestion  to  buy 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  booh  on 
commodities. 


" '.  .  .There  must  be  some  people  who  make  money 
in  eggs,  but  I  have  never  met  them  .  .  ." 


December/sell  September  eggs  at  200 
points  premium  December.  Smart  trad- 
ers were  stopped  out  quickly  at  even 
money  for  a  $450  loss  per  spread.  (There 
must  be  some  people  who  make  money 
in  eggs,  but  I  have  never  met  them.) 

I  was  able  to  rebound  a  mite  with  the 
January  reverse  soybean  crush  suggested 
in  the  Sept.  1  issue.  It  could  have  been 
put  on  (I  think)  at  about  18  cents  premi- 
um the  products  and  exited  in  early  De- 
cember at  28  cents  product  premium. 
The  premium  never  went  below  16 
cents.  The  gross  profit  per  crush  spread 
would  have  been  $.500. 

An  intermarket  spread  in  wheat  at- 
tracted my  eye  again  in  mid-September. 
The  recommendation  to  buy  Kansas 
City/sell  Chicago  (March  option)  at  4 
cents  premium  K.C.  or  less  was  easy  to 
do.  However,  it  has  not  been  easy  to  get 
out  with  a  profit  from  this  trade.  The 
market  has  recently  been  trading  around 
2  cents  premium  K.C.  for  a  $100  loss  for 
each  spread. 

The  changes  in  interest  rates  that  I 
thought  would  occur  have  not  material- 
ized— that  is,  short-term  rates  have  not 
risen  faster  than  long-term  rates  in  re- 
cent weeks.  So  the  recommendation  to 
go  long  one  Government  National  Mort- 
gage Association  contract  and  short  three 
Treasury-bill  contracts  at  190  basis 
points  premium  the  GNMA  has  not  pro- 
duced any  profits — nor  has  it  produced 
losses,  for  that  matter. 

In  mid-October  I  thought  that  the 
Mexican  peso  had  finally  found  a  level 
that  reflected  reality.  This  led  me  to 
suggest  going  long  the  March  peso.  This 
high-risk  trade  has  worked  beautifully  as 
the  March  peso  has  risen  enough  to  pro- 
duce a  $1,350  profit  per  contract — the 
best  trade  of  the  lot. 

Two  weeks  later  I  sided  with  the 
shorts  in  the  potato  market  and  recom- 
mended a  bear  spread  that  involved 
buying  March  and  selling  May  spreads  at 
1.50  points  premium  May.  Most  people 
who  took  this  trade  had  to  enter  at  140 
points  premium  May,  but  they  were  able 
to  exit  in  mid-November  at  90  points, 
which  still  let  them  gross  .50  points  ($250) 


on  each  spread. 

I  recommended  three  spreads  in  a 
roundup  article  on  the  grains  in  mid- 
November.  One  of  them  (a  bull  spread  in 
wheat)  is  showing  a  $1.50  profit,  while 
the  long  position  in  May  com  is  down 
about  $2.50  and  commodity  traders 
should  have  exited  the  corn/bean  spread 
with  a  $1,000  loss. 

Copper  was  attractive  to  me  in  the 
Dec.  1  issue  because  I  thought  it  was 
cheap  at  under  60  cents  per  pound.  The 
long  position  in  May  copper  is  now 
showing  a  profit  of  about  $2.50. 

It  is  still  too  early  to  evaluate  the  Dec. 
15  recommendation  in  cocoa. 

Of  the  11  positions  I  have  recom- 
mended since  July  that  were  fillable,  six 
have  shown  a  profit,  four  have  shown  a 
loss  and  one  is  at  the  break-even  point. 
Profits  total  approximately  $2,900,  while 
losses  total  $2,700  before  commissions. 
Including  commissions,  then,  a  trader 
would  probably  be  out  a  few  hundred 
dollars  at  this  point.  However,  there  are 
several  positions  still  open  and  they 
could  make  dramatic  changes  in  the 
profit/loss  picture. 

In  my  July  1  column  there  were 
three  trades  still  open.  The  long  No- 
vember/short January  orange  juice 
trade  produced  another  $1,400  in  prof- 
its over  what  was  taken  credit  for  in 
that  piece.  The  $200  profit  that  came 
from  a  bull  spread  in  lumber  (long 
September/short  November)  turned 
into  a  $1,000  profit  by  mid-August.  The 
cotton  recommendation  produced  a 
$900  loss  at  the  bail-out  point.  If  these 
additional  trades  are  included  in  the 
overall  reckoning,  then  the  second  half 
of  the  year  becomes  more  satisfactory 
from  a  profit  point  of  view 

On  balance,  traders  who  followed  my 
recommendations  in  1977  did  not  be- 
come wealthy,  but  they  did  wind  up  the 
year  ahead  of  where  they  started.  I  also 
hope  that  they  learned  something  and 
had  some  fun  matching  their  market 
judgment  and  timing  against  the  profes- 
sionals, because,  I  believe  that — for 
small  speculators — that  is  what  this  game 
is  all  about.  ■ 
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"...total  results  of  foreign  operations 
were  about  equal  to  those  of  a  year  earlier, 


The  big  "but"  strikes  again!  The  above  quotation  from  a  recent  news  article  in  the 
financial  press  once  again  illustrates  the  danger  that  companies  face  when  trans- 
acting business  in  foreign  currencies.  That  danger  can  often  be  eliminated  or  greatly 
reduced  by  hedging  on  the  International  Monetary  Market  division  of  the  Chicago 
Mercantile  Exchange. 

Unlike  other  methods  of  advance  buying  or  selling  of  foreign  currencies,  1MM  prices 
are  determined  in  competitive  bidding  by  open  outcry,  and  are  published  every  day 
in  the  newspapers.  Commissions  are  a  miniscule  fraction  of  the  value  of  the  currency 
traded.  Flexibility  is  greater  too— you  can  change  your  position  or  close  it  just  about 
any  time  you  want. 

You  don't  have  to  be  a  corporate  giant  to  take  advantage  of  it.  IMM  trading  is  open  to 
small  companies  and  individuals  as  well  as  major  corporations.  You  owe  it  to  your 
company  to  find  out  about  it  as  soon  as  possible.  For  a  free  copy  of  "Understanding 
Futures  in  Foreign  Exchange,"  just  send  in  the  coupon  below  or  call  toll-free 
800-243-5000;  in  Connecticut  1-800-882-5577. 


after  translation  to  (IS.  dollars,  their  earnings 
contributions  declined  significantly 
and  accounted  for  the  major  portion  of 
the  decrease  in  consolidated  earnings." 


Mail-in  Coupon. 


CHICAGO  MERCANTILE  EXCHANGE 


International  Monetary  Market       Associate  Mercantile  Market 


Your  name 


Your  address 


Piease  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.    Dept  4528 
Live  cattle  Frozen  skinned  hams      (J. S.  silver  coins  Canadian  dollars       French  francs  Eggs 

Feeder  cattle  Boneless  beef  United  States  treasury  bills  British  pounds         Dutch  guilders  Milo 

Live  hogs  Copper  Deutschemarks  Swiss  francs  Lumber  Butter 

Frozen  pork  bellies      Gold  Japanese  yen  Mexican  pesos         Russet  Burbank  potatoes  Turkeys 


A  Federally  Licensed  Contract  Market 


CALL 
TOLL-FREE 
800- 

638-1527 

or  (301)  547-2136  collect 

''Income  may  be  subject  to  taxes 
 in  some  states. 


Money  And  Investments 


A  no-load  fund  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  100  East 
Pratt  Street.  Baltimore,  Maryland  21202 

  Depl  A6 


TAX-FREE  INCOME  FUND 


For  more  complete  information  including  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money. 
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CONSOLIDATED  i 
NATURAL  GAS  j 
COMPANY  I 


30  Rockefeller  Plaza 
New  York,  N.Y.  10020 


Notice  of 

|    Increased  Dividend  | 

3       <rr  - 

|       The  board  of  directors  = 

5     has  this  day  declared  Divi-  E 

|     dend    No.    120,    a    regular  = 

|      quarterly  dividend  of  Sixty-  s 

|     Nine  cents  (69tf)  a  share  on  = 

|     the   common   stock  of  the  E 

s     Company,  payable  February  _ 

|      15,  1978,  to  stockholders  of  = 

3  record  at  the  close  of  busi-  3 
I     ness  January  13,  1978. 

a      '  The  dividend  represents  a  = 

I     new  annual  rate  of  $2.76,  | 

3     compared    to   the    previous  E 

3     annual  rate  of  $2.50  a  share.  § 

The  new  rate  will  mark  3 

a     the    thirteenth    consecutive  = 

5     year  of  increased  dividends.  s 

H.  A.Offutt,  I 

Vice  President  5 

and  Treasurer  g 

3  E 

3     December  13,  1977 
aiiiiiiiiiiiiiiiitmmiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiimiiE 


_________ 
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Stocks  A 
Poor  Investment 
Don't  You 
Believe  It  j 

By  James  H.  Farrell  Jr. 


'uring  the  ten  years  ended  Decem- 
ber 1976,  the  Standard  &  Poor's  500 
index  produced  an  annual  return  (includ- 
ing both  dividends  and  appreciation)  of 
6.6%  while  the  Consumer  Price  Index 
advanced  at  an  annual  rate  of  5.8%, 
thereby  yielding  the  investor  a  real  re- 
turn of  a  miserable  0.8%  per  year — if  you 
don't  count  taxes. 

The  typical  investor  whose  invest- 
ment results  more  nearly  parallel  a 
broad  market  index  such  as  the  Value 
Line  Composite  has  done  even  worse; 
he  has  barely  broken  even  over  the  past 
ten  years  and  on  a  real  basis  has  seen 
the  purchasing  power,  as  represented 
by  his  investments,  decline  by  approxi- 
mately 6%  per  year. 

No  wonder  the  majority  of  individual 
investors  have  become  disenchanted 
with  the  profit-making  opportunities  in 
common  stocks!  More  recently  the  insti- 
tutional investor  has  been  reaching  a 
similar  conclusion,  as  evidenced  by  the 
increasing  flow  of  pension  funds  into  the 
bond  market.  Stocks,  once  regarded  as  a 
hedge  against  inflation,  are  now  regard- 
ed as  a  victim  of  inflation. 

Any  one  of  us  can  conjure  up  a  litany 
of  reasons  for  the  poor  performance  of 
stocks  over  the  past  ten  years:  the  Viet- 
nam war,  inflation,  high  interest  rates, 
erosion  of  liquidity,  decline  in  corporate 
profitability  and  disappointing  dividend 
growth.  Yet  most  analyses  of  stock  mar- 
ket performance  over  the  past  ten  years 
seem  to  miss  the  primary  reason:  Simply 
put,  stocks  have  performed  poorly  over 
the  past  ten  years  primarily  because  they 
were  overpriced  at  the  beginning  of  the 
period. 

In  mid-1967,  the  S&P  500  sold  at  a 
price/earnings  ratio  of  18.3;  for  every 
dollar  invested  in  the  S&P  500  in  1967, 
the  stockholder  would  obtain  earnings 

Mr.  Farrell  is  senior  vice  president,  director 
of  investment  research  at  Provident  National 
Bank,  Philadelphia,  Pa. 


of  5.5  cents.  At  that  same  time,  howev-i 
er,  triple-A  bonds  were  yielding  5.65%. 
Now  even  a  neophyte  investor  would 
expect  a  higher  reward  for  taking  am 
equity  risk  than  for  investing  in  a  high 
quality  debt  obligation  with  a  specified 
income  and  principal  return.  Yet  from 
mid-1967  until  late  1973  exactly  the  op^ 
posite  was  true.  We  were  all  engaged  in| 
the  latest  version  of  the  tulip-bulb 
craze. 

But  here's  the  irony:  Now  that  every-i 
one  believes  that  stocks  are  a  poor  hedge 
against  inflation,  that  statement  is  no 
longer  true.  Stocks,  which  for  years  were) 
overpriced  in  relation  to  bonds,  are  now 
relatively  underpriced.  Based  on  esti 
mated  1978  earnings  of  $11.75,  the  S&P 
500  at  its  current  price  of  $95  is  selling  at 
a  P/E  ratio  of  8.1 — an  earnings  yield  o 
12.4  cents.  In  contrast,  triple-A  bonds 
are  currently  yielding  8.1%.  Now  that 
nearly  everyone  has  given  up  on  stocks, 
the  returns  in  the  equities  exceed  those 
in  bonds  by  more  than  50%.  Just  as 
memories  of  1929  kept  many  investors 
from  snapping  up  bargains  in  the  under 
valued  1950s,  so  memories  of  the  over< 
valued  1960s  are  scaring  investors  awa\i 
from  bargains  today. 

What  many  people  have  forgotten  is 
this:  Stocks  are  not  always  a  poor  inflatior 
hedge.  In  fact,  stocks  provided  an  annua 
return  of  13.4%  from  1941  through  195C 
while  the  CPI  advanced  at  a  5.9%  annua 
rate  for  the  entire  period — thus  providing 
an  excellent  hedge  against  inflation.  The 
key  to  this  performance  was  that  stock: 
were  conservatively  priced  at  the  begin 
ning  of  the  period  and  dividends  anc 
earnings  more  than  doubled  during  the 
course  ot  those  ten  years. 

If  we  focus  on  some  of  the  positive 
aspects  of  the  current  situation,  we'l 
find  that  we  are  in  the  third  year  of  thi: 
economic  expansion  and  no  excesses  ap 
pear  to  have  been  created  in  the  econo- 
my nor  are  they  likely  to  arise  after  the 
sobering  experiences  we  all  had  in  1973 
74.  Dividend  payments  have  been  in 
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creasing  rapidly  and  should  continue  to 
rise  over  the  next  few  years.  An  aware- 
ness of  the  need  to  stimulate  capital 
investment  is  becoming  increasingly  rec- 
ognized in  Congress  and  in  the  Adminis- 
tration. Last  and  most  important,  stocks 
are  selling  at  attractive  price  levels  com- 
pared with  historic  norms  and  relative  to 
bond  investments. 

We  have  recently  seen  the  Dow  Jones 
industrials  back  at  the  800  level  and  the 
S&P  500  in  the  90  area.  Far  from  fright- 
ening me,  these  prices  bring  to  mind 
Shakespeare's  lines:  "There  is  a  tide  in 
the  affairs  of  men,  which,  taken  at  the 
flood,  leads  on  to  fortune;  omitted,  all 
the  voyage  of  their  life  is  bound  in  shal- 
lows and  in  miseries;  we  must  take  the 
current  when  it  serves  or  lose  our  ven- 
tures." If  Mr.  Shakespeare  were  alive, 
he  would  be  buying  common  stocks. 

Which  common  stocks?  I  would  sug- 
gest that  the  utilities  have  seen  most  of 
their  best  relative  performance  over  the 
past  two  years,  and  the  next  areas  of 
greatest  opportunity  lie  in  the  smaller 
and  medium-sized  companies,  together 
with  some  of  the  larger  growth  stocks. 


Some  of  the  names  that  offer  above- 
average  appeal  are: 

Houghton  Mifflin  (21),  a  leading  text- 
book publisher,  has  had  10%  earnings 
gains  in  each  of  the  past  ten  years,  a 
lackluster  period  for  this  industry.  Earn- 
ings in  1977  should  reach  $2.75,  $3  in 
1978.  The  84-cent  dividend  provides  a 
yield  of  4%,  and  the  estimated  book 
value  is  $19.50. 


". . .  If  Mr.  Shakespeare  were 
alive,  he  would  be  buying 
common  stocks  . . ." 


Lenox  (26)  produces  the  china  that 
many  of  us  receive  or  give  as  wedding 
presents.  In  addition  to  producing  a  fine 
product,  the  company  has  achieved 
earnings  growth  of  12%  over  the  past  ten 
years,  has  a  book  value  of  $18,  earns 
15.5%  on  equity  and  yields  3.9%.  The 
earnings  outlook  is  $2.95  probable  for 
1977,  $3.40  in  1978. 

Colonial  Venn  (3)  provides  insurance 


services  to  senior  citizens  and  has 
achieved  earnings  gains  of  29%  per  year 
over  the  past  five  years.  Earnings  prob- 
ably increased  20%  to  $3.65  per  share  in 

1977,  with  a  similar  gain  to  $4.35  in 

1978.  The  current  dividend  of  $1  pro- 
vides a  yield  of  only  3.3%,  but  it  should 
rise  significantly  over  the  next  few 
years. 

Fluor  Corp.  (37)  provides  a  wide  vari- 
ety of  services  to  the  petroleum  industry 
and  should  be  a  beneficiary  of  the  energy 
play,  almost  regardless  of  which  direc- 
tion our  policy  takes.  Earnings  in  1977 
should  be  up  16%  to  $4.50  per  share, 
followed  by  a  17%  gain  to  $5.25  in  1978. 
Despite  the  company's  exceptional  per- 
formance over  the  past  several  years  and 
its  bright  outlook,  the  stock  sells  at  a  P/E 
multiple  of  seven  and  offers  significant 
appreciation  potential. 

Among  the  more  recognized  names, 
Bristol-Myers  (33),  Dresser  Industries 
(43),  Eaton  (38),  Parker-Hannifin  (25), 
PepsiCo  (26),  Philip  Morris  (60)  and 
Pfizer  (27)  are  only  a  few  of  the  stocks 
that  currently  offer  interesting  potential 
at  attractive  prices.  ■ 


Tax-free  income 
from  Scudder 
for  a  happier  New  Year. 


Get  this  year  off  to  a  good  start  by  resolv- 
ing your  tax  problem  with  tax-free  income* 
from  Scudder.  Backed  by  over  50  years  of 
municipal  bond  experience,  Scudder  can 
help  guide  your  investment  plan  for  the 
coming  year.  Ask  for  our  free  booklet  on 
tax-free  municipal  bonds. 

•  Tax-free  income  daily 

•  Portfolio  quality 

•  Diversification 

•  No  sales  charges 

•  $1,000  minimum  investment 

•  Convenience  &  Liquidity 

Call  800-225-2470  anytime,  a  toll  free  num- 
ber. In  Mass.  call  collect  (617)  482-3990. 


SCUDDER 

SCUDOER  STEVENS  &.  CLARK  INVESTMENT  COUNSEL 

Scudder  Fund  Distributors,  Dept  55E 
Scudder  Managed  Municipal  Bonds. 
175  Federal  Street,  Boston,  MA  02110 

Please  write  or  call  for  a  free  booklet 
and  prospectus  containing  complete 
information,  management  fee  charges 
and  expenses.  Read  them  carefully 
before  you  invest  or  send  money. 

Name  


Address . 
City  


^State . 


.Zip. 


Scudder  Managed 
Municipal  Bonds 

•  While  a  substantial  portion  ot  the  income  wi  II  be  exempt  from  Federal  Income  Tax,  investors  may  be  subject  to  some  state  or  local  tax " 
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FINANCIAL 
INDUSTRIAL 

INCOME 
FUND,  INC. 


A  NO-LOAD 
MUTUAL  FUND 

SEEKING 
CURRENT  INCOME 
WITH  CAPITAL  GROWTH 

NO  SALES  CHARGE 

Keogh  and  Individual 
Retirement  Prototype 
Plans  Available 


Write  or  call  our  toll-free  number 
800/525-6148. 


Financial  Programs,  Inc.  4-FB-1-F6R1-17 
RO.  Box  2040,  Denver,  Colorado  80201 

A  orospeclus  containing  more  complete  information  about  FIIF, 
including  management  fee  charges  and  expenses,  will  be  sent 
upon  receipt  of  coupon  or  call  Read  it  carefully  before  you  invest 
or  forward  money  Send  material  for  □  Individual  Retirement 
Account  0  Seff-Employed  Retirement  Plan 

Name  


Address 


City 


State 


.Zip_ 


F6R1 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 
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Collecting 
Trouble 

By  John  Train 


nstinctively  I  feel  that  we  are  in  the 
distribution  phase  of  the  "collectibles" 
boom. 

While  investors  have  recently  re- 
learned  the  old  lesson  about  realism  and 
"value"  in  securities,  with  the  other  half 
of  their  brain,  so  to  speak,  they  have 
discarded  prudence  and  experience  in  a 
rush  to  accumulate  antique  cars,  Tiffany 
glass,  Old  West  objects,  Art  Deco,  bric- 
a-brac,  primitive  statues,  militaria,  time- 
pieces, tea  boxes,  Judaica,  folk  art,  comic 
books,  tarot  packs,  old  bottles,  quilts, 
toys  and  "limited  editions"  of  coins,  ce- 
ramics and  medals,  not  to  speak  of  close- 
out  sales  of  sad-eyed  moppets.  All  are  of 
unascertainable  value,  unlike  a  security, 
where  you  can  try  to  calculate  how  long 
it  takes  to  recover  your  investment  out  of 
income;  all  are  being  bought  because 
they're  "going  up."  Almost  everything 
that  can  possibly  qualify  is  constantly 
picked  over.  Ownership  of  "collectibles" 
is  held  to  assure  not  only  financial  securi- 
ty, but  social  prestige,  like  having  a 
limited  partnership  in  a  hedge  fund  was 
at  one  time. 

This  idea  has  been  building  steadily 
since  World  War  II — the  usual  20-  or 
30-year  run  of  a  speculative  revolution, 
by  whose  end  there  is  no  originality  left 
in  the  idea,  and  the  objects  themselves 
have  passed  into  the  weakest  possible 
hands. 

Contrary  to  general  belief,  art  objects 
and  collectibles  in  general  do  not  tend  to 
increase  in  value  in  real  terms;  they  tend 
to  decline  in  real  terms  from  the  moment 
they  are  first  sold  until  they  finally  disap- 
pear altogether. 

If  you  doubt  this  idea,  try  asking  an  art 
expert — not  a  dealer — what  he  thinks 
the  present  value  is  in  constant-dollar 
terms  of  every  single  painting  first  sold 
in,  for  instance,  1878  or  1928.  The  vast 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


majority  have  essentially  vanished.  Only 
a  tiny  handful  are  still  in  view  at  all,  and 
of  those,  only  an  infinitesimally  small 
number  have  preserved  their  original 
value  in  real  terms. 

One  reason  is  that  demand  attracts 
supply.  The  Franklin  Mint  and  its  imita- 
tors won't  let  up  until  everybody  has  all 
the  new  coinage  issues,  sets  of  nifty 
books  and  commemorative  medallions 
and  ceramics  they  can  afford,  after  which 
the  resale  market  will  waste  away.  Re- 
member the  wine-speculation  orgy? 
Widely  read  columnists  urged  their  fol- 
lowers to  hoard  quantities  they  wouldn't 
drink  in  one  lifetime,  let  alone  before  it 
turned  bad.  As  usual,  the  supply — real 
or  fake  (including  Mouton  Cadet,  the 
world's  highest-priced  plonk) — grew  and 
grew  to  satiate  the  demand,  and  finally 
when  there  were  no  new  innocents  to 
buy  from  their  predecessors,  economic 
factors  pricked  the  bubble  and  the  whole 
thing  collapsed. 

One  must  remember  the  turnaround 
cost  in  collecting.  You  buy  an  object 
from  a  dealer  for  $1,000.  He  keeps  40%, 
say,  which  after  the  sales  tax  and  various 
charges  leaves  $500  or  so  for  the  original 
seller. 

Suppose  in  five  years  the  market  tri- 
ples over  what  the  seller  got,  from  $.500 
to  $1,500,  and  the  object  is  sold  at  auc- 
tion t  The  house  takes  its  commission  of 
about  $300  and  sends  you  a  check  for 
$1,200.  After  all  this  you're  down  to  a 
20%  profit  in  five  years — less  than  infla- 
tion. Yet  how  often  will  an  object  rise 
more  than  300%  in  that  time? 

You've  also  foregone  five  years  of  divi- 
dends, which  over  a  decade  would  have 
amounted  to  a  considerable  sum. 

Remember,  too,  that  the  forgers  are 
busy.  Not  only  paintings,  but  also  prints, 
primitive  sculpture,  pre-Columbian  arti- 
facts, tapestries,  ancient  coins,  Faberge', 
furniture  and  antique  cars  are  being 
forged  on  a  vast  scale,  and  more  than 
well  enough  to  pass  muster  at  auction. 
The  enormous  output  of  some  of  these 
factories  of  fake  will  break  their  markets 
in  due  course,  for  the  good  pieces  as  well 
as  the  bogus  ones.  Have  you  ever  reflect- 
ed that  very  old  wine  must  be  recorked 
periodically?  There  s   no  telling  what 
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happens  during  that  ceremony.  A  lot  of 
these  stories  have  yet  to  be  publicized. 

At  the  end  of  a  bull  market  in  securi- 
ties, an  erosion  of  the  general  market  is 
masked  by  strength  in  a  few  of  the  most 
visible  issues,  on  which  the  last  remain- 
ing; players  in  the  game  focus  their  atten- 
tion. This  phenomenon  shows  up  in  the 
breadth  figures.  I  suspect  it's  what's  hap- 
pening in  the  "collectibles"  market. 

And  don't  believe  all  the  amazing  auc- 
tion prices  you  read  about.  "Painting  the 
tape  is  standard  procedure.  A  collector 
or  dealer  with  a  cellar  of  Bernard  Buffets 
or  bottles  of  1890  cru  classe  whose  mar- 
ket is  crumbling  is  tempted  to  offer  one 
at  auction  from  time  to  time  at  a  fantastic 
figure,  bid  it  in  himself  under  the  "re- 
serve,'' and  let  the  newspapers  carry  the 
story  to  support  the  price. 

Another  sinister  omen  is  the  rush  by 
such  canny  insiders  as  the  owners  of 
Christie's  and  Sotheby  Parke  Bernet  to 

.  .  Never  consciously 
invest  in  art . . ." 


go  public.  Doesn't  that  remind  you  of 
the  rash  of  brokerage  house  public  issues 
just  before  the  cave-in? 

In  all  this  I  refer  to  the  speculator  who 
acquires  an  object  for  eventual  resale, 
not  the  true  collector,  who  isn't  interest- 
ed in  markets.  The  collector  sometimes 
becomes  a  connoisseur,  and  his  treasures 
may  not  only  give  him  joy  but  rise  in 
value.  The  retail  businessman-speculator 
has  little  hope  of  that. 

As  Eugene  Victor  Thaw,  one  of  the 
most  eminent  collector-dealers  of  our 
time  has  written,  "Never  consciously  in- 
vest in  art." 

The  old  rule  was  that  you  collected 
because  you  loved  it,  knew  what  you 
were  doin^  and  paid  out  of  excess  in- 
come. To  put  capital  that  you  may  need 
in  the  future  in  illiquid  assets  of  unknow- 
able intrinsic  value  and  with  no  income 
was  always  considered  most  impru- 
dent— and  in  reality  still  is. 

To  make  money  collecting,  one  needs 
great  knowledge,  originality  and  taste; 
one  must  buy  first-class  objects  when 
nobody  else  wants  them,  not  mediocre 
ones  when  a  vast,  uninformed  public  is 
enthusiastically  bidding  them  up. 

The  businessman-collector  who  today 
buys  a  "collectible"  that  is  supposed  to 
increase  in  price  from  a  retail  dealer 
can't  count  on  a  "bigger  fool"  to  come 
along  and  bail  him  out.  Alas,  this  time  he 
probably  is  that  bigger  fool.  ■ 


the  Art  of  Industry: 

A  Dividend  of  Corporate  Prestige 

Corporate  art  eoj legions  are  a  specialty  of      „  ' 

Berry-Hill  GaUelSesfwhich  maintain  a  large      "    .  "^fe*. 

inventory  of  American  and  EuropP|  works  of  art.    *™  ^^!*lr 

pertinent  to  commerce  and  industry^. 

For  further  irifbrnotation  on  the  art  of  your  industry, 

contact  Frederick  11  Hill  at 

Berry-Hi]  1  Galleries,  Inc. 


743  Fifth  Avenue  atoEfSt.,.  New  York'T  UWMtMUM 


k\m\  Skim**  Clark.  < 'ufef/m  <  'ulf/te  Hmama  Canal  wider  ( ktHstrncfim, 
Oil  on  canvas, 85x47  inches,  signed  and  dalcd.'Alson  Clark  13" 


$335,000,000 

acquisition  by 
Olympia  &  York  Developments  Limited 

Toronto,  Ontario,  Canada 

of  eight  New  York  office  buildings 
in  the  Uris  portfolio 


Included  are 
the  headquarters  buildings  for 
American  Brands,  ITT,  Sperry  Rand, 

RCA  Global  Communications, 
Harper  &  Row,  Western  Publishing, 
American  Electric  Power  and  55  Water  Street 


Arranged  by 

RCOR,  Inc. 

375  Park  Avenue 
New  York,  N  Y  10022 
(212)  753-2250 
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As  The  Dollar  Goes... 

By  Richard  B.  Hoey 

. .  It  shows  the  same  bear  and  bull  mar- 
kets that  characterize  the  stock  market .  . ." 


n  recent  weeks,  investors  have  shifted 
their  attention  from  the  money  supply  to 
the  dollar. 

While  the  relationships  between  the 
dollar  and  the  U.S.  financial  markets  are 
somewhat  complex,  it  is  critical  that  U.S. 
investors  understand  them.  We  believe 
that  the  dollar  will  be  the  key  to  the  stock 
market  in  1978. 

Two  different  pricing  influences  are 
always  working  on  the  dollar  simulta- 
neously. First,  the  current  flow  of  ex- 
ports and  imports  tends  to  increase  or 
decrease  foreign-held  dollars.  A  $25-bil- 
lion-to-$30-billion  balance-of-trade  defi- 
cit, such  as  we  now  have,  means  that  we 
are  paying  more  dollars  for  imported 
goods  than  we  are  receiving  in  dollars  for 
our  exports.  We  are  exporting  dollars 
rather  than  goods.  This  increased  supply 
of  exported  dollars  tends  to  create  a  sur- 
plus of  foreign-held  dollars  and  drive 
down  the  dollar. 

Second,  in  addition  to  the  pressures 
on  the  dollar  caused  by  current  trade 
flows,  there  already  exist  hundreds  of 
billions  of  foreign-owned  liquid  assets 
denominated  in  dollars.  To  their  owners, 
these  Treasury  bills  and  Eurodollars  are 
portfolio  assets,  just  as  stocks  are  to  a 
U.S.  investor.  The  trend  in  the  U.S. 
stock  market  is  not  determined  by  the 
few  billions  of  new  stock  sold  every  year, 
but  rather  by  shifts  in  the  buying  and 
selling  of  the  large  amount  of  existing 
stock  already  outstanding.  Similarly,  for- 
eign investors  who  own  the  lar  ge  pool  of 
liquid  dollar  assets  are  influenced  not 
only  by  the  U.S.  balance  of  trade,  but 
also  by  inflation  expectations,  confidence 
in  the  U.S.  Administration,  relative 
yields  of  U.S.  and  foreign  Treasury  bills 
and  even  technical  chart  patterns.  In  this 
sense,  the  dollar  shows  the  same  bear 
markets  and  bull  markets  that  character- 
ize the  stock  market,  fluctuating  from 

Mr.  Hoey  is  a  vice  president  and  investment 
strategist  at  Bache  Halsey  Stuart  Shields. 


excesses  of  optimism  to  excesses  of 
pessimism. 

On  balance,  the  Arabian  Gulf  mem- 
bers of  the  Organization  of  Petroleum 
Exporting  Countries  have  such  large  fi- 
nancial surpluses  that  they  are  persistent 
purchasers  of  U.S.  dollar  assets.  Only 
the  percentage  of  their  cash  flow  that 
goes  into  dollars  varies.  Other  foreign 
investors,  however,  may  decide  to  liqui- 
date their  dollar  assets.  Foreign  inves- 
tors value  their  portfolios  in  their  own 
currencies,  so  they  suffer  a  loss  on  U.S. 
assets  each  time  the  dollar  declines. 
Thus,  for  a  Japanese  investor,  the  yen 
value  of  U.S.  Treasury  bills  could  easily 
have  declined  15%  during  1977.  A  de- 
clining dollar  increases  fears  of  currency 
loss  and  causes  some  foreign  investors  to 
sell  U.S.  stocks  and  bonds. 

You  would  expect  that  foreign  selling 
of  U.S.  bonds  would  drive  up  U.S.  inter- 
est rates.  However,  in  recent  months 
there  has  been  an  offsetting  influence. 
Central  banks  in  Germany,  Japan  and, 
until  recently,  the  U.K.,  have  been  try- 
ing to  support  the  dollar.  They  have 
bought  roughly  $15  billion  worth  of  U.S. 
government  securities  in  the  last  three 
or  four  months.  In  this  way,  they  have 
not  only  offset  much  of  the  selling  pres- 
sure from  foreign  private  investors,  they 
have  also  financed  all  of  the  U.S.  budget 
deficit  during  that  period. 

One  of  these  weeks  or  months,  the 
foreign  central  banks  will  slow  these 
massive  dollar  purchases.  At  that  point, 
it  is  critical  whether  the  dollar  is  rising  or 
still  weakening.  If  the  dollar  is  still  weak- 
ening, dollar  investments  will  still  ap- 
pear unattractive  to  foreigners,  and  in 
the  absence  of  central  bank  buying, 
there  may  be  upward  pressure  on  our 
interest  rates.  If,  however,  the  dollar  is 
strengthening,  there  could  be  a  strong 
resurgence  of  foreign  interest  in  U.S. 
stocks  and  bonds. 

While  we  believe  that  the  key  to  the 
overall  direction  of  the  market  is  the 
dollar,  we  do  not  recommend  buying 
stocks  primarily  on  the  basis  of  their 
benefits  from  dollar  devaluation.  U.S. 
exporters  and  companies  competing  with 


foreign  goods  may  benefit  from  de- 
creased competitive  pressures.  Howev- 
er, for  at  least  the  next  several  quarters, 
they  will  be  harmed  by  the  persistently 
weak  foreign  economies,  which  are  lag- 
ging behind  the  U.S.  economy.  Given 
weak  economic  growth  abroad  in  the 
next  several  quarters,  competitive  pres- 
sures are  likely  to  remain  intense. 

One  industry  we  do  favor,  which 
benefits  from  the  economic  realities 
causing  the  trade  deficit,  is  the  indepen- 
dent oil  and  gas  production  industry.  We 
favor  three  companies  that  use  the  con- 
servative "successful  efforts"  accounting 
method  and  sell  at  a  discount  to  their 
appraisal  value. 

Southland  Royalty  (43)  sells  at  a  dis- 
count of  about  34%  from  an  appraised 
value  of  $65  per  share.  Perhaps  two- 
thirds  of  the  value  of  its  reserves  is  in 
natural  gas  and  one-third  is  in  oil.  The 
company  has  a  strong  acreage  position 
and  has  an  aggressive  exploration  and 
development  program.  Earnings  per 
share  are  expected  to  show  a  progression 
of  $2.28,  $3,  $3.75,  $4.50,  $5.50,  $6.60, 
from  1976  to  1981,  and  Southland  s  divi- 
dends are  likely  to  double  over  the  next 
five  years. 

Sabine  Corp.  (30)  sells  at  about  a  29% 
discount  from  its  appraised  value  of 
around  $42  per  share.  The  value  of  its 
reserves  is  60%  oil  and  40%  natural  gas. 
Earnings  per  share  are  expected  to  show 
a  progression  of  $2.08,  $2.50,  $3,  $3.60, 
$4.25,  $5,  from  1976  to  1981. 

General  American  Oil  Co.  of  Texas 
(32),  with  60%  of  its  reserves  in  oil  and 
40%  in  natural  gas,  sells  at  a  24%  dis- 
count from  its  appraised  value  of  $42  per 
share.  The  company  is  not  very  aggres- 
sive in  its  exploration  effort,  but  has  a 
strong  reserve  position.  This  company  is 
a  potential  candidate  for  a  friendly  take- 
over. Earnings  estimates  for  1977  and 
1978  are  $1.98  and  $2.  Large  blocks  of 
General  American  Oil  s  stock  are  con- 
trolled by  the  company's  chairman  (30%) 
and  by  Mesa  Petroleum  (7.4%). 

Each  of  these  companies  offers  solid 
assets  in  the  ground  available  at  a  dis- 
count from  appraised  value. 
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[;  We  believe  that  the  outlook  for  the  ho- 
fel/rnotel  industry  has  improved  substan- 
lilly.   Overbuilding  of  new  rooms  in 
|)71-73  was  followed  by  the  oil  embargo 
jjid  the  worst  recession  in  the  postwar 
|(i?riod.  Room  occupancy  dropped  and 
I  ipacity  expansion  slowed.  Now,  howev- 
| ',  occupancy  is  running  at  levels  equal  to 
■  •exceeding  those  prior  to  the  oil  embar- 
).  Over  the  next  five  years  demand  for 
•oms  should  be  growing  at  a  rate  of  2%  to 
Jo,  while  additional  room  supply  will  be 
•owing  at  a  rate  of  only  1.5%  to  2%.  In 
lis  environment,  it  will  be  easier  to 
icrease  room  prices  than  it  has  been  in 
le  last  several  years.  Within  the  hotel/ 
iotel  group,  we  favor  Holiday  Inns  (15), 
hich  has  earnings  estimates  of  $1.70  for 
m  and  $1.95  for  1978.  It  is  the  leading 
dging  company  in  the  country,  with  a 
arket  share  of  about  10%,  and  it  should 
enefit  from  the  emerging  improvement 
industry  conditions. 
We   continue   to   be   impressed  by 
ddressograph    Multigraph    (14).  The 
Miipany  has  earnings  estimates  of  $1.75 
r  the  fiscal  year  that  will  end  July  1978 
id  $2.50  to  $3  for  the  fiscal  year  ending 
lly  1979.  Earnings  for  the  quarter  end- 
d  in  October  were  24  cents,  up  from  a 
cent     loss     (excluding  accounting 
nanges)  during  the  same  quarter  last 
ear.  We  expect  increasing  evidence  of 
le  upward  earnings  trend  to  emerge 
ver  the  next  several  quarters,  and  rec- 
immend  purchase. 
We  also  would  buy  NCNB  Corp.  (11), 
le  holding  company  for  North  Carolina 
Rational  Bank.  Earnings  per  share  are 
timated  at  $1.40  for  1977,  $1.70  for 
978,  and  they  should  grow  at  least  15% 
er  year  and  probably  nearer  20%  per  year 
ver  the  next  three  years.  The  bank  is  the 
6th  largest  in  the  U.S.,  and  the  largest  in 
le  Southeast.  Loan-loss  provisions  and 
onperforming  loans  are  declining.  Both 
)tal  assets  and  the  rate  of  return  on  these 
ssets  are  rising.  The  mortgage  service 
roup,   which  has  been  unprofitable, 
lould  recover  toward  break-even  in 
978.  We  also  anticipate  strong  growth  in 
ijie  company's  52-cent  dividend. 
I  We  continue  to  favor  a  number  of  our 
ast  recommendations,  including  Pon- 
ierosa  (15),  which  has  estimated  earn- 
lgs  of  $2.10  for  the  fiscal  year  ending 
February  1978,  $3  for  the  1979  fiscal 
ear;  H&R  Block  (23),  with  estimated 
larnings  of  $2.45  for  the  year  ending 
Lpril  1978  and  $2.85  for  fiscal  1979,  and 
leading  6  Bates  (24),  which  earned 
2.72  for  the  year  ended  September 
977  and  has  an  estimate  of  $4.25  for 
'seal  1978.  ■ 


How  To  Take  It  With  You 


By  SUSAN  CHACE 

John  Bowers,  50,  a  $40,000-a-year  ex- 
ecutive has  amassed  $100,000  in  pension 
benefits  through  a  company  retirement 
plan.  Because  of  escalating  administra- 
tive costs  and  uncertainty  over  fiduciary 
responsibilities  too  vaguely  articulated  in 
the  Employee  Retirement  Income  Secu- 
rity Act  of  1974,  the  company  has  termi- 
nated the  plan;  it  feels  it  no  longer  wish- 
es to  assume  the  risks.  (Over  34,000  such 
plans  have  been  terminated  since  the 
enactment  of  ERISA.)  Management 
hands  Bowers  $100,000. 

Bowers  now  faces  what  well  may  be 
the  biggest  lump-sum  investment  deci- 
sion of  his  life.  The  federal  taxman  is 
holding  out  his  hand  for  the  govern- 


forfeits  the  special  ten-year  income-aver- 
aging privilege  for  lump-sum  payouts. 

Okay,  so  Bowers  looks  at  the  possibil- 
ity of  taking  the  cash  and  avoiding  the 
strings.  In  that  case  he  can  take  advan- 
tage of  a  ten-year  averaging  formula  for 
lump-sum  distributions  taxable  separate- 
ly from  his  other  income.  His  taxes 
would  be  $20,900,  leaving  him  about 
$80,000  to  invest  without  restrictions. 
Supposing  he  invests  that  remaining  sum 
in  corporate  bonds  paying  8%.  He  would 
have  $222,000  when  he  was  65 — assum- 
ing he  could  continuously  reinvest  the 
interest  at  8%. 

Bower  would  most  likely  do  better 
financially  with  a  rollover,  because  he 
would  have  working  for  him  the  money 
that  would  go  for  taxes  in  a  lump-sum 


". . .  He  would  most  likely  do  better  with  a  rollover,  be- 
cause he  would  have  working  for  him  the  money  that  would 
go  for  taxes  in  a  lump-sum  settlement . . ." 


ment's  share — which  obviously  Bowers 
is  interested  in  minimizing. 

Happily,  Bowers  has  a  number  of  ways 
out.  The  same  law — ERISA — that  influ- 
enced the  cancellation  of  his  plan  also 
provided  a  way  to  shelter  his  benefits. 
He  has  60  days  to  invest  the  money  in 
certain  tax-sheltered  ways,  or  incur  a  tax 
liability  for  that  year.  Sixty — for  him — 
crucial  days. 

If  Bowers  were  joining  another  com- 
pany with  a  qualified  plan,  he  could,  in 
certain  circumstances,  transfer  his  lump- 
sum distribution  to  the  new  plan  and 
avoid  immediate  taxes. 

But  suppose  he  stays  where  he  is? 
What  then?  Well,  he  could  set  up  an 
Individual  Retirement  Account  (IRA) 
rollover  with  a  mutual  fund — and  the 
funds  are  growing  in  this  area  like  gang- 
busters.  He  could  do  the  same  with  a 
bank,  or  purchase  an  annuity  from  an 
insurance  company  or  buy  special  gov- 
ernment retirement  bonds. 

Each  of  these  moves  would  delay 
taxes,  but  all  have  strings  attached.  Mon- 
ey invested  in  IRA  rollovers  may  not  be 
withdrawn  without  heavy  penalities  until 
the  investor  is  59V2;  he  would  have  to 
pay  income  tax  at  his  current  rate  plus  a 
10%  penalty  on  the  amount  withdrawn. 
Distribution  must  begin  by  70'/2.  An  in- 
vestor can't  borrow  against  his  IRA  roll- 
over or  pledge  it  to  anyone.  He  also 


settlement.  (Unless,  of  course,  he  could 
make  a  killing  with  the  cash,  a  risky 
assumption  indeed.)  Would  a  rollover 
compensate  him  for  the  strings  attached? 
Probably  yes. 

The  safest  return  in  a  rollover  would 
seem  to  come  from  U.S.  Individual  Re- 
tirement bonds.  They  pay  6%  a  year 
compounded  twice  a  year.  An  investor 
can  buy  them  at  a  Federal  Reserve  Bank 
or  by  mail  from  the  Bureau  of  Public 
Debt  in  Washington,  D.C.  Fifteen-year 
total:  $170,000.  The  highest  yield  would 
probably  come  from  making  a  bank  the 
IRA  trustee.  The  bank  in  turn  could 
invest  the  lump  sum  in  high-quality  cor- 
porate bonds  or  preferred  stocks  yielding 
8.5%  and  more.  Fifteen-year  total: 
$238,000,  minus  small  bank  fees. 

Time  deposits  are  the  middle  route. 
Murray  Popkave,  attorney  at  the  Nathan 
S.  Kolbes  pension  consulting  firm  in  Bala 
Cynwyd,  Pa.,  advises  his  clients  who 
have  just  received  lump-sum  retirement 
payouts  to  rush  down  to  their  friendly 
savings  bank.  "They  have  high  interest 
rates.  They  are  as  safe  and  easy  as  any- 
thing else.  Usually  no  fees.  Just  a  simple 
IRS  form  to  sign.  The  interest  rate  is 
guaranteed  for  up  to  seven  years." 

At  the  State  Street  Bank  &  Trust  Co. 
in  Boston,  a  commercial  bank  which  also 
accepts  time  deposits  for  IRA  rollover 
accounts,  Samuel  Spivack,  assistant  vice 
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president,  did  some  calculating  on  time- 
deposit  rollovers  at  Forbes'  request: 
Six-year  time  deposits  invested  in  IRA 
rollover  accounts  earn  lxh%  compound- 
ed daily,  or  an  effective  rate  of  7.90%.  If 
interest  rates  stayed  the  same,  a  person 
opening  a  $100,000  IRA  rollover  account 
would  accumulate  $312,839  in  15  years. 

Another  vehicle  which  qualifies  for  an 
IRA  rollover  plan  is  a  single  payment- 
deferred  annuity  offered  by  mutual  in- 
surance companies.  These  plans  guaran- 
tee a  minimum  return  and  offer  the  pos- 
sibility of  higher  returns  based  on 
company  earnings.  Christopher  Wain, 
vice  president  of  Prudential  Insurance 
Co.,  told  Forbes  that  such  an  annuity  in 
the  amount  of  $100,000  would  return  a 
total  of  $273,554  in  dividends  and  guar- 
anteed payouts  in  15  years.  But  this  par- 
ticular annuity  carries  a  hefty  initial  sales 
charge  of  $4,258. 

Another  way  of  investing  in  an  IRA 
rollover  is  through  a  mutual  hind.  Mutu- 


al funds  advocates  concede  that  some 
funds  are  more  risky  than  government 
certificates  but  point  out  that  invest- 
ments in  funds  are  not  tied  to  a  single 
rate  of  interest.  "If  the  rate  of  inflation 
exceeds  the  rate  of  interest  you  are  get- 
ting," says  Reg  Green  of  the  Investment 
Company  Institute,  "you  are  going  to 
wind  up  having  less  money  in  real  pur- 
chasing terms  than  you  had  in  the  begin- 
ning." But,  common  stocks  have  often 
shown  a  worse  return  than  bonds  over 
the  past  decade.  So,  mutual  stock  Rinds 
are  riskier:  They  would  have  been  a 
great  investment  from  1957  to  1965  but  a 
poor  one  from  1965  to  1975. 

Mutual  hinds,  moreover,  are  not 
cheap.  Even  if  you  use  a  no-load,  you 
must  bear  an  annual  management  fee  of 
about  50  cents  on  every  $100. 

On  the  positive  side,  there  are  an 
increasing  number  of  bond  funds.  More- 
over, IRAs  invested  in  funds  have  added 
flexibility.   In  any  other  IRA  rollover 
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plan,  an  investor  may  move  his  invest- 
ment to  another  type  of  IRA  plan  only 
once  every  three  years.  Many  funds  now 
are  family  funds;  that  is,  they  belong  to  a 
group  ranging  from  aggressive  growth  to 
more  conservative  investments  like 
money-market  hinds.  Holders  of  one 
fund  may  switch  to  another  hind  in  the 
family  without  charge.  An  entrant  into 
the  Scudder  group  of  no-load  funds,  for 
example,  pays  a  onetime  fee  of  $5  and  a 
maintenance  charge  of  $6  a  year.  He  may 
switch  from  fund  to  fund  up  to  three 
times  a  year  if  his  investment  objectives 
change. 

Now  that  Congress  has  seen  fit  to  put  a 
crushing  Social  Security  payroll-tax  bur- 
den on  business,  many  smaller  compa- 
nies may  have  no  alternative  but  to  wash 
out  their  own  pension  plans.  So  there 
will  be  lots  of  John  Bowers  around.  They 
will  have  important  decisions  to  make, 
decisions  that  can  make  a  big  difference 
to  their  ultimate  retirements.  ■ 
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&  Private  sectors,  I  can  initiate 
sales,  aid  in  purchasing,  act  as 
courier,  &  execute  commissions, 
Small  fee  only  if  successful.  Write 
Box  A120  Forbes,  60  Fifth  Ave., 
New  York,  NY  10011. 


ACQUISITIONS 

BANKRUPTCIES/ INSOLVENCIES 

Our  team  of  management/finance 
experts  can  save  your  insolvent 
company  for  its  stockholders  &  pro- 
duce more  dollars  for  your  creditors. 
We  have  experience  in  solving  prob- 
lems of  bankrupt  businesses.  We 
will  make  suitable  arrangements 
with  stockholders  &  satisfy  credi- 
tors. We  pay  cash  up  front.  Details. 
Box  A  121  Forbes,  60  5th  Ave.,  New 
York,  NY  10011. 


TRAVEL 


Sail  a  tall  ship 

to  small  Caribbean  islands. 

6  or  14  days  from  $290. 

Wnte  for  free  Adventure  Booklet. 
Box  120.  Dept.  017 
Miami  Beach,  Fla.  33139. 

UNAd|<MIWIMf  f\ 

Barefoot  Gryt/e/  KJ 


AIRCRAFT 

SALE  OR  LEASE 


ART  &  ANTIQUES 

COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 

Write  COLLECTORS  SERIES 

Dept.  FM,  Box  7919, 
Chicago,  IL  60680 

HOME  MOVIES 

Laurel  &  Hardy,  Fields,  Chaplin  and 
the  "Little  Rascals"  are  only  a  few 
of  over  2,000  home  movies  available 
from  Blackhawk  Films.  Send  for 
free  Blackhawk  Films  catalog  list- 
ing thousands  of  8mm/ 16mm  silent 
and  sound  films  ano  videotape. 
Also,  hundreds  of  35mm  color  slides 
of  world  travel,  historic  railroad, 
and  aviation  scenes.  For  free  cata- 
log call  toll-free  1-800-553-1163, 
(Invalid  in  Iowa)  mention  order 
number  3809.  Or  write  Blackhawk 
Films,  Inc.,  3809  Eastin-Phelan 
Bldg.,  Davenport,  IA  52808. 


FOR  SALE  OR  LEASE 

EXECUTIVE  707-320,  720B.  720-025 

727-100,  737-200 
EXECUTIVE  DC-8-51 ,  DC-8-21 
EXECUTIVE  BAC-1-11-200,  BAC-1-11-400 
EXECUTIVE  C0NVAIR  880-22.  DASH  2 

OR  "M" 

EXECUTIVE  CONVAIR  580  AND  640 

BUSINESS  JETS  AVAILABLE 
BY  SPECIAL  REQUEST 


Nigel  Winfield 

COMMERCIAL 
AIR-TRANSPORT  SALES 

701  S.W.  48th  Street,  Box  22550 
Fort  Lauderdale  International  Airport 
Florida  33335— Telex  51-4576 
TELEPHONE  (DAYS)  305-525-7676 
(EVENINGS)  858-6969 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A, 
23573  Prospect  Avenue 
Farmington,  Michigan  48024 


One  out  of  every  1 3  FORBES  subscribers  is  a  millionaire 
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BUSINESS  OPPORTUNITIES 

REAL  ESTATE 

EXECUTIVE  EDUCATION 

ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP 
MENT,  and  TRAINING.  Minimum 
$9500  ca$h  investment  required. 
If  you  qualify — 

CALL  TOLL  FREE  TODAY 
1-800-821-2270,Ext.323 

ZIP'Z 

A  DIV.  OF  I.O.I.,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


mous  Mail  Order  "pro"  helps 
len/women  gain  fast  start  in  Mail 
rder/World  Trade  home  business, 
ollow  same  plan  that  made  him 
illions.  Big  earnings  in  profitable 
obby  or  retirement  project.  Write 
)r  free  course.  No  obligations. 
B.  L.  Mellinger,  Dept.  G1591 
Woodland  Hills,  CA  91367 


INDUSTRIAL 
MANUFACTURING  LICENSE 

|0  qualified  candidates  who  enjoy 
ne  allure  of  Industrial  Manufactur- 
ng.  We  offer  a  virtually  competi- 
on-free  business  secured  by  ma- 
hinery,  training  and  long-range 
njpport.  Investment  of  $73,500 
hould  generate  annual  six-figure 
icome.  Company  scrutiny  is  con- 
iderable. 

Master  American  Carbide  Corp. 
Call  Mr.  Faircloth,  1-800-525-8385 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


FREE  FACTS 

Learn  how  to  plant  a  Swiss 
franc  money  tree.  Preserve 
and  increase  "real"  value  of 
your  hard-earned  savings 
with  the  world's  strongest 
currency.  Beat  continuing 
inflation  and  rising  consumer 
prices  for  investment  survi- 
I  val  and  better  tomorrows. 

iNORTHSTAR  FINANCO 

524  CHARLES  STREET 
I  EAST  LANSING.  MICH.  48823 
—  —  


>17  ENTRY  .  .  .  $200,000  RETURN? 

k  $17.00  tax-deductible  filing  fee 
in  non-competitive  public  drawi- 
ngs for  oil  and  gas  leases  by  the 
:ederal  Government  could  return 
S200,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 


ONE  Of 

THE  MOST  UNIQUE 
IDEAS  OF  THE  70  S 

DISTRIBUTORSHIP 
Automotive  related  equipment 
Leads  from  23  monthly  National 
Magazines    $10,000  minimum 
equipment  purchase  Protected 
territory  available 
*"/  grossed  over  $60,000  the 
first  ninety  days.  "  — Bill  Smith.San 
Jose,  CA. 

Call    Mr    Landers  Toll  Free: 
1-800-527-7438 

©TIRE  COSMOTOLOGY 
10920  Indian  Trail.  Suite  201 
Dallas,  TX  75229  (Dept.  fbwb) 
"Documentation    furnished  upon 
request 


$%     PLUS  TAX  BENEFITS 

OTHERS  DO  EVERY  MONTH  IN  U.S 
GOVERNMENT  OIL  LEASE  DRAW- 
INGS. IF  YOU  ARE  21  OR  OVER  YOU 
CAN  PARTICIPATE  EQUALLY  WITH 
MAJOR  OIL  COMPANIES  IN  THIS 
LEGAL  LOTTERY.  A  $20  TAX  DEDUC- 
TIBLE FILING  FEE  CAN  RETURN 
$75,000  IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME 
WRITE  DEPT.  FF  FOR  FREE  INFORMATION. 
OR  CALL  303-499-1562 

MILLIGAN  TRUST 
600  MANHATTAN.  BOULDER.  CO.  80303 


CONSULTING  BUSINESS:  How  to 

start,  operate,  promote.  Sell  your 
advice.  Stop  giving  it  away.  Free 
details.  Hamilton,  Dept.  FB-18,  Box 
88043,  Indianapolis,  IN  46208. 
IDEA  SPAS  OF  AMERICA  CLUBS  are 
idea  clubs  for  inventors,  idea-peo- 
ple, innovators,  entrepreneurs.  Start 
your  own  club.  We  guide  you  all  the 
way.  High  profits  for  business  ori- 
ented people.  Complete  details. 
IDEA  CLUBS,  Box  88043 
Indianapolis,  IN  46208 

BUSINESS  PRODUCTS 
&  SERVICES 


National  TOLL-FREE 
Answering  Service 

For  National  Advertisers  •  Corporations 
Traveling  Executives  •  Finder  Minder 
Personal  Messages 

Call  Us  TOLL-FREE  at 

800-251-9530 

tor  information  and  brochure. 


u  - 


SEEKING 
BRAND 
NAMES? 

Obtain  timely  notification 
of  recent  de-registrations 
in  U.S.  Trademark  Office. 
Stimulate  your  creativity  & 
get  pre-registration  benefits 
Free  informative  brochure. 

State  type  of  products  or  services  Yearly 
rate  $149.  One  month's  trial  report  $12. 


s-^  TRADEMARK 
(t/)  IDENTIFIERS 

^"T    Box  W,  Paoli,  Pa.  T9301 


RELOCATING? 

.  .  .  or  want  to  buy  or  sell 
a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect.  314/369-1  111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 


details. 

Realty  USA  [ReaN 

P.O.  Box  5780F  m* 
St  Louis.  MO  63121 


WARNING 

Corporate  Officers,  don't  read  this 
if  your  company  doesn't  need 
money  ...  it  might  give  you  ideas 
...  we  can  supply  your  unlimited 
capital  requirements  through  lease- 
back of  your  saleable  corporate  real 
estate.  Our  clients  are  in  urgent 
need  to  purchase  now  so  don't  con- 
tact us  unless  you're  prepared  for 
immediate  action. 

TAG  REAL  ESTATE 

1714  Hillhurst  Avenue 
Hollywood  California  90027 

(213)  665-4321 
PRINCIPALS  ONLY  PLEASE 


FREE  CATALOG 

Big,  Free  Spring  1978  Catalog  de- 
scribes and   pictures   more  than 
2,500    farms,    ranches,  acreages, 
recreational  properties,  businesses, 
town   and  country  homes  in  39 
states  coast  to  coast!  Please  specify 
type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

SKI  CONDO 

located  1  hour  20  min.  from  Denver. 
3  bdrms.,  1,  3/4,  Vz  baths,  frplc, 
sauna,  over  1200  sq.  ft.  per  unit. 
Located  on  small  year  around  trout 
stocked  creek.  Very  secluded  area. 
Priced  below  $52,500.  Call  Ken 
Galambos. 

RE/MAX  West,  Inc. 
303-420-5352 

MGM'T  &  SALES  MEETINGS 


3jS$ 


AUTOMOBILES 


SAVE  $2,000  ON  NEW  1978  CARS 

Your  Detroit  Connection  offers  new 
1978  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
you  up  to  $2,000.  Full  factory  war- 
ranty. Free  Detroit  Metro  Airport 
pickup  at  delivery.  Send  make  and 
model  to:  BONDED  BROKERS, 
2547-S  Monroe  Blvd.,  Dearborn, 
Michigan  48124.  Phone  (313)  565- 
5577,  or  call  toll  free,  (800)  528- 
6050,  ext.  245. 


Recognized 
Non-Resident 
Degree  Program 


Study  Programs 

BACHELORS  •  MASTERS  •  DOCTORATES 
OFF  CAMPUS  STUDY  PROGRAM 
now  available  lot  non-resident 
students 

California  Western  Univer- 
sity now  offers  a  no-cost 
evaluation  program  to  the 
mature  adult  who  feels  his 
total  life-learning  experi- 
ence, work  experience 
education,  vocational  train- 
ing, and  functional  ability 
has  degree  level  equiva- 
lency. 

The  University's  alternative 
study  programs  are  in- 
tended to  provide  qualified 
students  an  opportunity  to 
complete  the  specific 
degree  requirements  of  this 
University  in  a  substantially 
shortened  time  frame  of 
study,  with  no  classroom  or 
mandatory  seminar  atten- 
dance required.  All  pro- 
grams are  self-paced,  and 
the  student  may  proceed  as 
fast  as  time  and  ability  per- 
mit. 

For  a  personal  evaluation  of 
your  work  experience,  edu- 
cation, credit,  and  academ- 
ic background,  which  will 
allow  us  to  determine  ap- 
propriate entry  level  for  you 
into  a  given  degree  pro- 
gram, send  a  detailed  re- 
sume and  other  related 
information  to: 


California 
Western 
University 

Attention  Dept  T 
700  North  Main  Street 
■Santa  Ana.  CA  92701  USA 
714  547-9625 


A  Recognized  Candidate  foe 
Accreditation  Accrediting  Com- 
mission on  Higher  Education 
National  Assotiatfon  of  Private 
Non-Traditional  Schools.*  Colleges 
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*  ALL-STEEL  INC  Second  Cover 

Agency:  Frank  C.  Nahser,  Inc. 

ALLENDALE  INSURANCE    65 

Agency:  Horton,  Church  &  Goff,  Inc. 

□  ALLIS-CHALMERS  CORPORATION      ...  149 

Agency:  Hoffman,  York,  Baker  & 
Johnson,  Inc. 

□  AMERICAN  ENTERPRISE  INSTITUTE  99 

Agency:  Wagner  &  Baroody,  Inc. 

*  AMERICAN  INTERNATIONAL  GROUP  6-7 

Agency:  Waring  &  LaRosa  Inc. 

*  ARKANSAS  INDUSTRIAL  DEVELOPMENT 
COMMISSION    139 

Agency:  Brooks-Pollard  Company 

□  ASHLAND  OIL  INC   147 

Agency:  Marsteller  Inc. 

THE  AUSTIN  COMPANY    55 

Agency:  Creamer  Lois  FSR  Inc. 

*  AVIS  RENT  A  CAR 

SYSTEM,  INC   2 

Agency:  Doyle  Dane  Bernbach  Inc. 

*  BEECH  AIRCRAFT  CORPORATION     ....  17 

Agency:  Brewer  Advertising  Inc. 

*  BERRY  HILL  GALLERIES 
INCORPORATED    233 

Agency:  Joyce  Golden  &  Associates,  Inc. 

BOISE  CASCADE  CORPORATION     ..  66-67 

Agency:  Dancer  Fitzgerald 
Sample,  Inc. 

*  BUTLER  MFG.  CO   76 

Agency:  Valentine- Radford,  Inc. 

□  CHICAGO  MERCANTILE  EXCHANGE  229 

Agency:  Cohen  &  Greenbaum,  Inc. 

□  CHUBB  GROUP  OF  INSURANCE 
COMPANIES    87 

Agency:  Muller  Jordan  Herrick  Inc. 

CITIBANK    Back  Cover 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

CITY  INVESTING  COMPANY    151 

Agency:  Ogilvy  &  Mather  Inc. 

*  COCA-COLA  COMPANY  AQUA-CHEM 
DIVISION    89 

Agency:  McCann-Erickson,  Inc. 

□  COLT  INDUSTRIES  INC  72-73 

Agency:  Marsteller  Inc. 


★  COMPUTER  CAPITAL  CORPORATION  97 

Agency:  The  Paramount  Agency 
Advertising 

CONSOLIDATED  NATURAL  GAS 

COMPANY    230 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

CRANE  CO   84-85 

Agency:  Doremus  Uptown 

□  CROUSE-HINDS    107 

Agency:  Rumrill-Hoyt,  Inc. 

CRUM  &  FORSTER 

INSURANCE  COMPANIES    179 

Agency:  Benton  &  Bowles,  Inc. 

D  DAYCO  CORPORATION    79 

Agency:  Reeves  Advertising  Agency 

□  DE  BEERS  CONSOLIDATED 

MINES,  LTD   172-173 

Agency:  N.W.  Ayer  ABH  International 

DRAVO  CORPORATION    115 

Agency:  Ketchum,  MacLeod  &  Grove  Inc. 

★  DRESSER  INDUSTRIES,  INC  171 

Agency:  Media  Corporation  of  America 

★  EASTMAN  KODAK  COMPANY    71 

Agency:  J.  Walter  Thompson  Company 

□  EQUITABLE  VARIABLE  LIFE 
INSURANCE  COMPANY    15 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 

★  FMC  CORPORATION    83 

Agency:  Dancer  Fitzgerald  Sample,  Inc. 

★  FARRELL  LINES  INCORPORATED     ....  37 

Agency:  Wilson,  Haignt  &  Welch,  Inc. 

FICOR,  INC   233 

Agency:  Harry  Moshier  Associates,  Inc. 

Z  FIDELITY  AGGRESSIVE  INCOME 

FUND    223 

Agency:  Quinn  &  Johnson,  Inc. 

FIDELITY  DAILY  INCOME  TRUST     ...  227 

Agency:  Quinn  &  Johnson,  Inc. 

□  FIDELITY  LIMITED  TERM 

MUNICIPALS    19 

Agency:  Quinn  &  Johnson,  Inc. 

FINANCIAL  PROGRAMS,  INC  232 

Agency:  Broyles,  Allebaugh  & 
Davis,  Inc. 


*  THE  FIRST  NATIONAL  BANK 

OF  CHICAGO    204-205 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 

*  FLORIDA  DEPARTMENT  OF  COMMERCE 
DIVISION  OF  ECONOMIC 
DEVELOPMENT    16 

Agency:  Arthur  L.  Gray  and  Associates,  Inc. 

FORBES  CLASSIFIED    236-237 

FORBES  MAGAZINE    185 

*  THE  FOXBORO  COMPANY    174 

Agency:  Charles  Palm  &  Co.,  Inc. 

□  GANNETT  COMPANY,  INC  13 

Agency:  Hutchins/Darcy  Inc. 

*  GENERAL  ELECTRIC  CREDIT 
CORPORATION    166 

Agency:  Riedl  Associates  Inc. 

GENERAL  MOTORS  CORPORATION 
CADILLAC  MOTOR  CAR  DIVISION     ....  45 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

*  GEORGIA  DEPARTMENT  OF 

INDUSTRY  &  TRADE    51 

Agency:  Gerald  Rafshoon  Advertising  Inc. 

□  GEORGIA-PACIFIC 

CORPORATION    180-181 

Agency:  McCann-Erickson,  Inc. 

*  GOULD  INC   118 

Agency:  Marsteller  Inc. 

*  GREYHOUND  CORPORATION    53 

Agency:  Glenn,  Bozell  &  Jacobs,  Inc. 

□  GROW  CHEMICAL  CORPORATION      ....  14 

Agency:  Kelly,  Nason  Incorporated 

□  HARRIS  CORPORATION    163 

Agency:  Edward  Howard  &  Co. 

3  HERTZ  RENT-A-CAR    32 

Agency:  Ted  Bates  &  Company, 
Inc. /Advertising 

IU  INTERNATIONAL    142 

Agency:  Marsteller  Inc. 

INDUSTRIAL  NATIONAL 

CORPORATION    133 

Agency:  Ted  Bates  &  Company, 
Inc. /Advertising 

INGERSOLL-RAND  COMPANY    131 

Agency:  Marsteller  Inc. 
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INTERNATIONAL  TELEPHONE  & 
TELEGRAPH  CORPORATION    Ill 

Agency:  Needham,  Harper  &  Steers,  Inc. 

IRVING  TRUST  COMPANY    91 

Agency:  J.  Walter  Thompson  Company 

□  JENSEN  MARINE  (CAL  34-111)    31 

Agency:  Cochrane  Chase  &  Company,  Inc. 

□  MAI  MANAGEMENT  ASSISTANCE  INC.  63 

Agency:  G&P  Advertising 

★  MARSH  &  McLENNAN 
INCORPORATED    192-193 

Agency:  J.  Walter  Thompson  Company 

MERCEDES-BENZ  OF 

NORTH  AMERICA,  INC  116-117 

Agency:  Ogilvy  &  Mather  Inc. 

MICHIGAN  NATIONAL  CORPORATION  227 

Agency:  Smith-Winchester  Advertising,  Inc. 

★  NEBRASKA  DEPARTMENT  OF 
ECONOMIC  DEVELOPMENT    134 

Agency:  Miller  Friendt  Ludemann 
Incorporated 

★  NEWSWEEK  INTERNATIONAL    219 

NORTH  AMERICAN  ROYALTIES,  INC.  25 

Agency:  Power  &  Condon,  Advertising 

★  NORTH  CAROLINA  DEPARTMENT 
OF  COMMERCE,  INDUSTRIAL 
DEVELOPMENT  DIVISION    105 

Agency:  McKinney  Silver  &  Rockett 

□  OHIO  EDISON  COMPANY    188-189 

Agency:  The  Marschalk  Co.,  Inc. 

□  OLINKRAFT,  INC   158 

Agency:  Tracy-Locke  Advertising  and 
Public  Relations,  Inc. 

□  OMAHA  PUBLIC  POWER  DISTRICT    ..  160 

Agency:  Holland  Dreves  Reilly,  Inc. 

□  PANHANDLE  EASTERN  PIPE 

LINE  COMPANY    58-59 

Agency:  Rives,  Dyke/Y&R  Inc. 

★  PAPERWEIGHTS,  INC   97 

Agency:  Brend  Advertising  Associates 

★  PATAGONIA  LEASING  COMPANY      ...  169 

Agency:  Western  Creative,  Inc. 

□  PENN  SQUARE  MUTUAL  FUND      ....  226 

Agency:  The  Answer  Group 

□  PEOPLES  GAS  COMPANY    220 

Agency:  Foote,  Cone  &  Belding 

□  PERMA  PLAQUE    14 

Agency:  Willheim  Advertising 


□  PHELPS  DODGE 

INDUSTRIES,  INC   46-47 

Agency:  Compton  Advertising,  Inc. 

i 

★  PHILIPS  BUSINESS  SYSTEMS,  INC.  18 

Agency:  Robert  D.  Schoenbrod,  Inc. 

★  PHOENIX  AREA  CHAMBERS  OF 
COMMERCE    22 

Agency:  Owens  &  Associates 
Advertising,  Inc. 

★  PLANNING  RESEARCH 

CORPORATION    108-109 

Agency:  Ogilvy  &  Mather  Inc. 

ROWE  PRICE  TAX-FREE 

INCOME  FUND    230 

Agency:  Richardson,  Myers  & 
Donofrio,  Inc. 

□  THE  PRUDENTIAL  INSURANCE 
COMPANY  OF  AMERICA   I   135 

Agency:  Ted  Bates  &  Company, 
Inc. /Advertising 

I 

□  RCA  CORPORATION    60 

Agency:  Ted  Bates  &  Company, 
Inc./Advertising 

★  REYNOLDS  METALS  COMPANY    157 

Agency:  Clinton  E.  Frank,  Inc., 
Advertising 

★  RHODE  ISLAND  DEPARTMENT  OF 
ECONOMIC  DEVELOPMENT    9 

Agency:  Horton,  Church  &  Goff,  Inc. 

★  ROCKWELL  INTERNATIONAL    ....  140-141 

Agency:  Campbell-Ewald  Company 

★  ST.  LOUIS-SAN  FRANCISCO 

RAILWAY  CO   20 

Agency:  Batz  Hodgson  Neuwoehner,  Inc. 

ST.  REGIS  PAPER  COMPANY     ..  124-125 

Agency:  Cunningham  &  Walsh  Inc. 

★  SANTA  FE  INDUSTRIES,  INC  43 

Agency:  Advertising  Direction,  Inc. 

★  SAXON  BUSINESS  PRODUCTS,  INC.  21 

Agency:  Mandabach  &  Simms,  Inc. 

□  SCUDDER,  STEVENS  &  CLARK      ....  231 

Agency:  Hill,  Holliday,  Connors, 
Cosmopulos,  Inc. 

SOMERSET  IMPORTERS,  LTD. 

JOHNNIE  WALKER  BLACK  LABEL      ...  48 

Agency:  Smith/Greenland  Company 
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All  rising  to  great  place 
is  by  a  winding  stair. 
Francis  Bacon 


Did  you  evef  hear  of  a  man  who  had 
striven  all  his  life  faithfully  and 
singly  toward  an  object,  and 
in  no  measure  obtained  it? 
Henry  David  Thoreau 


The  purpose  of  life  is  to  believe, 
to  hope,  and  to  strive. 
Indira  Gandhi 


The  ladder  of  life  is  full  of 
splinters,  but  they  always  prick 
the  hardest  when  we're  sliding  down. 
William  L.  Brownell 


You're  immature  if  you  can't  accept 
reality  or  responsibility. 
Arnold  Glasow 


The  trials  of  living  and 

the  pangs  of  disease  make  ev  en 

the  short  span  of  life  too  long. 

Herodotus 


There  is  no  misfortune,  but  to 
bear  it  nobly  is  good  fortune. 
Marcus  Aurelius 


One  must  wait  until  the  evening 
to  see  how  splendid  the  day  was; 
one  cannot  judge  life  until  death. 
Charles  de  Gaulle 


Men  born  to  be  free  are  born  also 
to  strive  for  excellence. 
William  F.  Buckley 


The  successful  man  lengthens  his 
stride  when  he  discovers  that 
the  signpost  has  deceived  him;  the 
failure  looks  for  a  place  to  sit  down. 
J.  R.  Rogers 


Hope  springs  exulting  on 
triumphant  wing. 
Rohert  Burns 


He  is  good  that  failed  never. 
David  Fergusson 


In  any  series  of  elements  to  be 
controlled,  a  selected  small  fraction, 
in  terms  of  numbers  of  elements, 
always  accounts  for  a  large 
fraction  in  terms  of  effect. 
Pareto 


I  am  an  acme  of  things  accomplished, 
and  I  am  an  encloser  of  things  to  be. 
Walt  Whitman 


The  man  or  ivoman  who  humbly 
hut  deeply  realizes  that 
he  or  she  has  labored  with 
the  utmost  faithfulness  to 
a  worthy  end  can  never  be 
a  real  failure.  Pressing  on 
toward  "the  mark  for  the  prize" 
not  the  prize  itself  is  the  thing. 
B.  C.  Forbes 


For  the  experienced  to  survive, 
reality  must  be  considered. 
Charles  B.  Richardson 


The  vast  majority  of  persons  of 
our  race  have  a  natural  tendency  to 
shrink  from  the  responsibility 
of  standing  and  acting  alone. 
Francis  Galton 


Either  attempt  it  not,  or  succeed. 
Ovid 


You  believe  that  easily 
which  you  hope  for  earnestly. 
Terence 


If  at  first  you  don't  succeed 
try  hard  work. 
William  Feather 


A  power  above  all  human  responsibility 
ought  to  be  above  all  human  attainment. 
Caleb  C.  Colton 


Life  is  thickly  sown  with  thorns, 
and  I  know  no  other  remedy  than  to 
pass  quickly  through  them.  The  longer 
we  dwell  on  our  misfortunes,  the 
greater  is  their  power  to  harm  us. 
Voltaire 


Fear  not  for  the  future; 
weep  not  for  the  past. 
Percy  Bysshe  Shelley 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  Mew  York 
State  orders. 


A  Text . . . 


Sent  in  by  David  S.  Walter,  Columbus,  Ohio. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


For  if  we  would  judge  ourselves,  we 
should  not  be  judged. 
I  CORINTHL\NS  11:31 


240 


FORBES,  JANUARY  9,  1978 


In  the  heart  of  Germany 
there  is  a  race  course  called  the 
Nurburgnng. 

An  awesome  giant  of  a  track, 
generally  acknowledged  to  be  the 
most  arduous  test  of  both  cars 
and  men. 

Yet,  few  cars— and  certainly 
no  luxury  sedans— have  achieved 
a  more  impressive  record  on  the 
Nurburgnng  than  those  built  by  the 
Bavarian  Motor  Works  in  Munich, 
Germany. 

Luxury  sedans?  Yes.  But  lux- 
ury sedans  built  by  racing  engineers. 
German  engineers  who  believe  that 
extraordinary  performance  is  the 
only  thing  that  makes  an  expensive 
car  worth  the  money. 

PERFECTED  ON  THE 
RACE  TRACK. 

While  it  is,  of  course,  feasible 
to  develop  an  acceptable  automo- 


bile in  the  relative  vacuum  of  the 
test  track  and  the  laboratory,  it  is 
virtually  impossible  to  simulate  the 
perfection  demanded  by  motor 
racing. 

And  the  BMW  530i  is  a  direct 
reflection  of  this  cache  of  engineer- 
ing intelligence. 

Its  suspension— independent 
on  all  four  wheels— is  quick  and 
clean  through  the  corners;  its  steer- 
ing sharp  and  accurate. 

Its  four-speed  manual  trans- 
mission (automatic  is  available)  slips 
precisely  into  each  gear. 

Its  acceleration  comes  up 
smoothly,  with  the  turbine-like  whine 
so  characteristic  of  the  justifiably 
renowned  3-liter  BMW  engine. 

And.  while  it  provides  all  the 
luxury  one  could  sanely  require,  the 
interior  of  the  BMW  530i  has  been 
assiduously  planned  to  facilitate 


total,  precise  control  at  all  times, 
under  all  conditions.  Engineered  to  I 
include  the  driver  as  one  of  the  func- 
tioning parts  of  the  car  itself— the 
human  part  that  completes  the  me- J 
chanical  circuit. 

So  successful  is  this  integra- 
tion of  man  and  machine  that  the 
editors  of  Motor  Trend  magazine 
write,  "The  reaction  to  a  BMW  is 
always  the  same.  The  first  time 
driver  takes  the  wheel  and  after  a 
few  minutes  no  other  automobile 
will  ever  be  the  same  again." 

If  the  thought  of  owning 
such  a  car  intrigues  you,  call  us 
anytime,  toll-free,  at  800- 
243-6000  (Conn.l-800-^Sjf^l 
882-6500)  and  we'll  [wF^M 
arrange  a  thorough  test  5|" 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works.  Munich,  Germany] 
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Announcing  STANDARD  &  POOR'S 


$375°  BONUS  to  Individual  Investors! 


THE  NEW  1978  STOCK  MARKET  ENCYCLOPEDIA 


A  Uniquely  Important  Publishing  Event— The  Results  of 
Standard  &  Poor's  Multi-Million  Dollar  Research  Over 

|The  Years  Into  The  Investment  Merits  of  1,020  Common 
Stocks  Published  In  ONE  Comprehensive,  Easy-To-Use 

(11 ,024  Page  Reference  Volume! 


Investors  Have  Paid 
'37—  For  The  ENCYCLOPEDIA  Alone 

Now  Given  You  As 

BONUS! 


Partial  Check  List 
of  Valuable  Contents 

|  Company's  fundamental 

position 
I  Products  and  sorvices 

supplied 
I  Profit  picture  over  the  yoars 
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•  1,024  Information- 
Packed  Pages!  •  Indi- 
vidual Full-Page  Reports 
on  1,020  Stocks  •  Over  1,000 
"3-Way"  Charts! 


Mail  Coupon  to  STANDARD  &  POOR'S 
145  Hudson  Street,  New  York,  N.Y.  10014 


Responding  in  i he  crcaici  than-evei  need  oi  investors  foi 
Ihe  meaningful  I  AC  IS  and  I  KiURLS  upon  which  sound 
investment  decisions  can  lie  based.  Standard  &  Poor's  has 
created  this  authoritative  STOCK  MARKE  i  EN<  Y<  I  O 
PEDIA  containing,  we  believe,  more  significant  informa- 
tion on  a  greater  numbei  of  stocks  than  lias  ever  before 
been  assembled  between  the  covers  oi  <>ne  book, 

Wiih  its  comprehensive  reports  on  1, 020  widely-traded 
sineks  each  including  Standard  &  Poor's  carefullj  spelled 
out  opinion  of  the  inline  course  of  operations  for  these 
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forward  acting  on  %ound  information  before  you  buy  or 

sell  a  stock  . 

We  are  so  certain  ol  the  dollar  and  cents  value  ol  this 
unique  !  N<  Yf'l  OIM  1)1  A  to  you,  we  want  you  to  list  ii 
and  profit  from  its  use  in  conjunction  wilh  a  10  week 

$24.50  trial  of  Standard  &  Poor's  famous  weekly  [nvest 

menl  Set  vice.  The  OUTLOOK,  and  //<</  pay  u\  cue  ad 
dit'tonal  penny  fur  iliis  $37.50  volume  (the  regular  an- 
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you  feci  you  are  not  getting  mam  limes  yom  money's 
Worth  from  Hie  weekly  editions  of  I  he  Ol  J  II  OOK,  can- 
cel it  and  receive  a  prompt  refund  on  Ihe  Linused  pail  ol 
your  subscription.  The  $37.50  STO(  K  MARKE1  EN- 
CYCLOPEDIA remains  your  property  regardless!  Bu1  It 
cause  we  have  only  a  limited  11 1 1 11 1 1  hi  of  STOCK  MAR- 
KET ENCYC1  OPEDIAS  available,  we  urge  vol  I  in  your 
own  interest  to  mail  the  Coupon  below  at  once. 
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Standard  &  Poor's  Corporation  AP8-4FON03 
345  Hudson  Street,  New  York,  N.Y.  10014 
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will  receive  a  prorata  refund  on  the  unused  portion.  The  ENCY- 
CLOPFDIA  is  mine  to  keep  in  any  event. 

□  Check  enclosed.  □  Bill  me  later. 
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"Smoking. 

Herds  what  Fm 


doing  about  it." 


"I  like  the  taste  of  a 
od  cigarette  and  I 
In  t  intend  to  settle 
•  less.  But  like  a  lot 
people  I'm  also 
are  of  what's  being 
d.  And  like  a  lot  of 
ople  I  began  search- 
I  for  a  cigarette  that 
aid  give  me  the  taste 
Ike  with  less  tar. 

"I  thought  there 
>uld  be  a  lot  of  brands 
choose  from.  There  were 
ptil  I  tasted  them.  Then  I 
iew  there  was  no  choice  at 
!.  1  either  had  to  stay  with  my 
<*h~tar  cigarettes.  Or  suck  air. 

"Then  I  found  Vantage.  It's 
pry thing  the  ads  say  it  is.  A 
j  arette  that  doesn't  give  you  just  a 
of  promises.  What  it  really  gives  is 


a  lot  of  taste.  And 
with  much  less  tar 
than  what  I'd 
smoked  before. 

"What  am  I 
doing  about  smok- 
ing? I'm  smoking 
Vantage." 

OS.  Cooper  r 
Edmonds,  Washington 


1$  Regular, Menthol, 
v         and  Vantage  100s 


vantage.  A  lot  of  taste  without  a  lot  of  tar. 


'arning:  The  Surgeon  General  Has  Determined 
hat  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 

MENTHOL  11  mg.  "tar", 0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
FILTER  100's:11  mg."tar",  0.9  mg.  nicotine  av. per  cigarette  by  FTC  method. 


Are  you  responsible  for  analyzing, 
controlling  and  insuring  your  company's  i 


Call  in  your  Jam 


He'll  put  Jam 
risk  specialis 


for  you. 


Introducing  James' "Service-in-Depth"  concept. 
A  nationwide  cadre  of  top-flight  special- 
ists available  to  meet  risk  management  needs - 
whatever  they  are,  wherever  they  are. 

This  unique  "Service-m-Depth"  concept  is 
our  way  of  giving  your  James  Account 
Executive- and  you -access  to  many  of  the  top 
risk  specialists  in  the  business -experts  in  the 
various  disciplines  involved  in  modern  risk 
management,  including  the  use  of  electronic 
data  processing  and  statistical  methodologies. 

Available  throughout  the  country— through 
your  James  Account  Executive. 

When  you  contact  James,  an  Account  Executive 
experienced  in  your  industry  is  assigned  to  your 
company  on  a  permanent  basis.  His  job  is  to 
become  thoroughly  familiar  with  your  corporate 
structure,  your  operations,  your  unique  and 
changing  risk  management  requirements.  And 
to  provide  you  with  James'  "Service-in-Depth.' 

Depending  on  your  needs,  your  James 
Account  Executive  can  bring  in  one  or  more  risk 
specialists,  or  an  entire  team.  He  can  also  call 
on  expert  personnel  from  other  James  offices. 
In  fact,  a  computerized  in-house  reference 
system  tells  him  precisely  which  James  per- 
sonnel across  the  country  have  the  specialized 


knowledge  needed  to  find  the  best  available 
market  to  provide  comprehensive  coverage 
at  the  most  competitive  rates. 

James'  "Service-in-Depth"— the  answer  1 
all  your  risk  management  needs. 

Your  James  Account  Executive  will  show  yo 
how  James'  expert  risk  specialists  can  help  ^ 
determine  which  program  is  best  for  your  pc 
ticular  exposure.  And  James'  specialists  are 
fully  qualified  to  implement  any  approach  - 
whether  it's  Conventional  Insurance,  a  Cash 
Flow  plan,  Self  Insurance,  or  a  Captive  progra 
So  call  in  your  James  Account  Executive  for 
survey  of  your  risk  management  needs. 

For  further  information  on  James'  "Service 
in-Depth','  contact  your  nearest  James  office  < 
write  Reynolds  Blossom.  Communications 
Department,  Fred.  S.  James  &  Co.,  Inc., 
230  W.  Monroe  Street.  Chicago,  Illinois  6060" 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


count  Executive... 


James  financial  research 
specialists  accurately  project 
risk  potential  and  make 
program  cost  comparisons 


Technical  Services 

James  engineering  experts  specialize  in  risk 
analysis  and  loss  control. 


The  New  Chevrolet. 
America's  best  selling 
fleet  car  in  its  first  year. 


The  regular-size  fleet  car  is  back! 
In  its  first  year,  The  New  Chev- 
rolet was  the  best  selling  fleet  car 
in  the  country.  Fleet  sales  were 
up  102%  over  the  1976  regular- 
size  Chevrolet  it  replaced. 

That  was  a  high  compliment 
and  an  overwhelming  vote  of  con- 
fidence for  a  newly  designed  car. 

But  this  success  didn't  just 
happen.  There  are  reasons  why 
The  New  Chevrolet  was  Ameri- 
ca's best  selling  fleet  car  in  1977 
and  why  it's  off  to  such  a  great 
sales  start  in  1978. 

More  miles  per  gallon. 

Based  on  standard  power  teams, 
The  New  Chevrolet  offers  better 
EPA  ratings  than  the  1976 
regular-size  Chevrolet  it  re- 
placed. 


is  equipped  with  GM-built  en- 
gines produced  by  various  di- 
visions. See  your  dealer  or  fleet 
representative  for  details.) 

More  interior  room  in  key 
areas. 

Though  substantially  trimmer 
on  the  outside  than  the  body 
style  it  replaced,  The  New  Chev- 
rolet offers  fleets  more  room  for 
heads  and  hats,  front 
and  rear.  More  room 
for  legs  and 
feet  in  the 
rear. 


More  usable  trunk  space. 

For  fleet  buyers,  trunk  space  is  a 
most  important  dimension.  The 
New  Chevrolet  offers  more  room 
for  cases,  samples  and  equip- 
ment than  the  body  style  it  re- 
placed. 


EPA  estimates  with  standard  250 
Cu.  In.  L6  and  automatic  trans- 
mission. Estimates  lower  in 
California  Your  mileage  depends 
on  how  and  where  you  drive,  your 
car's  condition  and  available 
equipment  (The  New  Chevrolet 


GM 
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More  appropriate  for  today 
and  tomorrow. 

Above  all  other  considerations, 
The  New  Chevrolet  was  designed 
to  meet  the  needs  of  a  changing 
world. 

It  is  responsible  in  its  use  of 
energy  and  other  materials.  It  is 
innovative  in  its  use  of  interior 
space. 

Clearly,  it  is  a  car  designed 
for  today's  pace,  today's  fleets. 

And  since  The  New  Chevrolet 
is  so  right  for  today,  that's  good 
reason  to  expect  that  it  will  be 
right  for  resale  tomorrow. 

Now  isn't  that  more  like  it? 

SEE  WHAT'S  NEW  TODAY 
IN  A  CHEVROLET 


Chevrolet 
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Side  Lines 


Teamwork... 

One  classic  function  of  magazine 
journalism  is  to  step  into  a  major  run- 
ning news  story,  fragmented  in  the 
daily  press,  gather  the  strands  and 
weave  them  into  a  clear  statement  of 
what  it  all  means.  Nevertheless,  it 
was  with  some  "trepidation"  that 
Economics  Editor  Ben  Weberman,  at 
a  Forbes  story  meeting  last  Decem- 
ber, broached  the  idea  of  performing 
that  function  on  the  running  story  of 
the  decline  of  the  dollar.  Says  Weber- 
man: "If  we  were  going  to  do  it,  it 
could  not  be  done  in  the  conventional 
and  obvious  way — from  the  stand- 
point of  the  balance  of  payments  and 
so  forth.  It  had  to  show  the  effects  on 
jobs,  wages  and  prices  of  ordinary 
Americans.  When  we  started,  the 
dollar  story  was  on  the  back  page  of 
many  American  newspapers.  A  few 
weeks  later,  it  was  a  big  front-page 
story.  But  it  had  been  a  front-page 
story  all  along  in  Japan  and  Europe." 
The  result,  beginning  on  page  39, 


Our  report  on  dicey  tax-shelter  deals 
that  are  the  specialty  of  Cal-Am  Corp. 
(see  p.  28)  was  the  result  of  a  similar 
cooperative  effort.  It  began  last  fall 
with  an  anonymous  tip  to  Senior  Edi- 


tor Robert  J.  Flaherty.  In  the  months 
that  followed,  Associate  Editor  Paul 
Blustein  and  Reporter-Researcher 
Sarah  Hardesty  carefully  assembled 
facts.  On  the  West  Coast,  Los  Ange- 
les Bureau  Chief  Ellen  Melton  was 
gathering  documents  from  state  and 
regulatory  agents  and  tracking  down 
contacts. 

Altogether,    says    Blustein,  "we 


not  only  met  the  classic  test  but  also 
came  to  a  conclusion  that  will  surprise 
some — the  eroding  dollar,  as  the  story 
documents,  is  not  an  entirely  bad  thing 
for  U.S.  diplomatic  goals  abroad. 

Our  story  on  the  dollar  demon- 
strates another  aspect  of  magazine 
journalism — teamwork.  While  Web- 
erman was  mining  his  sources  at  the 
U.S.  Treasury  Department,  the  Fed- 
eral Reserve  and  the  banking  commu- 
nity, Senior  Editor  Howard  Rud- 
nitsky was  interviewing  financial 
officers  of  dozens  of  U.S.  corpora- 
tions, and  looking  into  the  flourishing 
new  business  of  international  mone- 
tary trading.  Both  Houston  Bureau 
Chief  James  Flanigan  and  Washing- 
ton Bureau  Chief  John  M.  Berry  con- 
tributed to  the  final  product.  And  in 
Germany,  Reporter  Lawrence  Min- 
ard, en  route  to  a  foreign  assignment, 
chipped  in  with  some  observations  on 
what  a  weaker  dollar  does  to  the  daily 
life  of  an  American  soldier. 


must  have  interviewed  100  people" — 
broker-dealers,  lawyers,  accountants, 
investors  and  geologists  as  well  as 
other  experts  in  Cal-Am's  two  main 
tax-shelter  fields,  master  recordings 


and  coal  leases. 

The  research  culminated  in  a  mara- 
thon interview  with  Joseph  Laird, 
Cal-Am's  wavy-haired  president,  and 
a  clutch  of  aides  in  his  Beverly  Hills 
offices  and  several  follow-up  talk.,. 
The  result  is  the  kind  of  story  every 
reporter  seeks:  a  thoroughly  re- 
searched body  of  facts,  thoroughly 
discussed  with  the  subject  himself.  ■ 


...And  More  Teamwork 


Blustein,  Melton  And  Hardesty:  "We  get  plenty  of  tips  in  our  business,  not 
all  worth  pursuing,"  says  Blustein.  "This  one  made  the  others  worth  it." 


Trends 


Edited  by  JOHN  A.  CONWA 


■■■■■ 


Sweat  In  The  Executive  Suite 

The  more  than  400  companies  that 
took  part  in  the  Securities  &  Exchange 
Commission's  program  of  voluntary  dis- 
closure of  illegal  bribes  and  slush  funds 
are  sweating  out  the  arrival  of  the  SEC 
bloodhounds  to  double-check  their  in- 
house  investigations.  The  Commission 
sees  no  cause  for  shock,  since  from  the 
onset  of  the  program  in  the  summer  of 
1975,  it  has  made  it  plain  that  it  included 
no  amnesty  provisions,  and  that  the  en- 
forcers explicitly  reserved  the  right  to 
scan  the  "underlying  documents"  of  a 
company'  s  voluntary  search  for  sin.  The 
trouble  is  that  an  important  part  of  these 
voluntary  audits  involved  statements  and 
disclosures  from  key  executives  and  oth- 
er employees  who  presumably  talked 
under  what  they  considered  a  corporate 
seal  of  the  confessional.  (The  hidden  pay- 
ments and  funds,  in  fact,  would  probably 
never  have  been  ferreted  out  without 
such  help.)  The  sweat  in  the  executive 
suite  is  over  what  happens  to  these  vol- 
unteers if  the  SEC  sleuths  get  them  on 
the  rack. 

Who's  Illegal? 

While  Washington  ponders  legal  ways 
to  handle  the  millions  of  illegal  aliens  in 
the  U.S.,  the  border-jumpers  appear  to 
be  staking  out  their  own  claims  to  legiti- 
macy. Three  months  ago,  lemon  pickers 
at  a  5,000-acre  ranch  in  Arizona's  Mari- 
copa County  downed  tools  and  filed  a  list 
of  demands  (a  S3-minimum  wage,  daily 
pay,  latrines,  trash  pickups,  medical 
care,  running  water,  etc.).  After  a  few 
weeks  of  losing  fruit,  the  owner  caved  in 
and  granted  many  of  the  demands.  But  if 
the  workers  were  illegal  aliens,  why 
were  they  not  deported?  Immigration 
authorities  did  flood  the  area  with  five 
times  the  usual  contingent  of  agents,  but 
Mexican-American  community  organiza- 
tions rallied  to  the  workers'  cause  and 
their  politicking  helped  carry  the  day. 
And  when  the  owner  asked  a  court  to 
prevent  the  local  groups  from  meeting 
with  the  aliens  on  his  property,  the  court 
ruled  that  the  workers'  shanties  and 
makeshift  shelters  were  legal  residences 
and  their  occupants  entitled  to  receive 
visitors.  Case  closed. 

Stirrings  On  The  Newsstands 

Magazine  publishers,  who  have  just 
rung  up  one  banner  year,  can  look  for- 
ward to  a  lively  1978.  New  publications 
are  headed  for  the  presses,  long-defunct 
ones  for  resurrection.  The  corridors  at 
CBS  Publications  are  buzzing  with  talk 
of  a  magazine  based  on  the  network's 
successful    (and    magazine-format)  TV 


ESOUIRE 

The  Dominant  American  Man 


The  New  Esquire:  Good-bye  to  "Esky." 

show,  60  Minutes.  Look  magazine,  laid 
to  rest  in  1971  by  Cowles  Communica- 
tions, will  be  back  in  1978  bearing  the 
imprimatur  of  French  publisher  Daniel 
(Paris  Match,  etc.)  Filipacchi.  The  new 
owner,  who  is  trying  to  round  up  old 
Look  and  Life  hands,  plans  a  smaller 
circulation  base  (1  million-1.5  million  vs. 
7.5  million  for  the  original  Look).  Life's 
managers,  putting  the  final  touches  on 
their  tenth  semiannual,  are  taking  an- 
other look  at  increasing  the  frequency  for 
that  onetime  number-one  picture  book. 
Clay  Felker,  the  former  New  York  maga- 
zine impresario,  has  moved  his  name  to 
the  top  of  Esquire's  masthead.  He,  too, 
will  cut  circulation  (from  1  million  to  less 
than  700,000)  while  stepping  up  fre- 
quency from  monthly  to  fortnightly.  As 
part  of  the  break  with  the  past,  "Esky," 
the  magazine's  longtime  trademark,  will 
be  retired.  And  on  another  level,  Larry 
Flynt,  who  has  made  history  and  unbe- 
lievable amounts  of  money  with  the  su- 
perprurient  Hustler  and  Chic,  has 
bought  a  former  underground  paper,  the 
Los  Angeles  Free  Press,  and  plans  to 
make  it  a  national  weekly,  telling  the 
"whole  truth"  about  such  things  as  cov- 
erups  and  conspiracies. 

The  Solid  Gold  Paperback 

The  unsung  1977  book-of-the-year  was 
a  prosaic;  292-page  paper-bound  tome 
titled  The  TripplWhelan  New  Products 
Source  Book.  Its  press  "run"  was  limited 
to  25  copies,  and  19  were  sold — at  a  cool 
$12,000  apiece.  This  year,  Product  Re- 
sources International  and  the  two  admen 
who  created  it  plan  a  new  source  book, 
35%  larger  and  selling  for  $15,000  a 
copy.  The  1977  edition  listed  170  inven- 


tions, all  aimed  at  health-and-persona 
care  markets.  At  year's  end,  60%  of  th 
listings  were  under  active  study  by  PI 
clients.  Founders  Alan  Tripp,  a  forme 
Philadelphia  ad  agency  executive,  an 
Gene  Whelan,  a  Madison  Avenue  gradi 
ate,  got  the  idea  of  becoming  new-id( 
scouts  three  and  a  half  years  ago.  Clim 
ing  research  costs  provided  the  rati< 
nale.  In  1965,  PRI  says,  $1  million 
drug  and  chemical  R&D  produced  moi 
than  five  patents;  by  1973,  $1  millic 
generated  fewer  than  four;  man-yea 
per  patent  grew  in  the  past  decade  fro: 
5.1  to  7.4.  Tripp  and  Whelan  decide 
that  by  searching  out  inventors  and  usir 
their  own  marketing  experience  as  crib 
ria,  they  would  have  a  service  that  firn 
in  the  savagely  competitive  package 
goods  field  would  buy.  The  book  is  the 
first  try  at  a  blanket  offering.  The  bulk 
their  business  still  comes  from  exclusii 
one-firm  assignments  to  find  produ 
ideas  in  specified  fields. 

Making  Money  Make  Money 

Money-market  funds — portfolios 
cash  equivalents  like  Treasury  bills^ 
have  prospered  even  beyond  the  drear 
of  the  companies  that  founded  them 
few  years  ago  during  the  days  of  doubl 
digit  interest.  When  rates  went  dow 
everyone  expected  them  to  fade  away 
investors  moved  back  into  more  conve 
tional  instruments.  Yet,  though  avera; 
yields  have  fallen — from  11%  in  mi 
1975  to  6% — the  money-market  fun< 
are  thriving.  Today,  rwoscore  are  wor 
about  $3.5  billion.  A  big  reason,  accorl 
ing  to  W.  Russell  Peabody  of  Bostoil 
Scudder  Managed  Reserves,  is  that  tht 
can  be  used,  in  effect,  as  interest-bearij 
checking  accounts.  Most  allow  insta 
transfers  (usually  a  minimum  of  $50 
and  investors  can  use  them  to  "par] 
funds  for  an  upcoming  major  purchaj 
and  make  money  until  the  time  arrives 
pay  the  bill.  Scudder,  in  fact,  pushes  tl 
as  an  advantage.  The  Boston  firm  al 
notes  that  while  many  small  save 
pulled  out  when  interest  rates  fell,  ins 
tutions  and  corporate  treasurers  still  li 
them.  Another  operator,  Vanguard 
Valley  Forge,  Pa.,  also  grants  the  effe 
tiveness  of  the  checking  account  ang 
but  does  not  stress  it.  The  big  ph 
Vanguard  says,  is  that  the  funds  provi 
profitable  parking  space  for  idle  mone; 

Out  Of  The  Closet 

Coin  collectors  could  find  themselv 
hit  by  an  avalanche  originating,  of  | 
places,  in  the  Pentagon.  Navy  houa 
keepers  have  discovered  that  they  owil 
hoard  of  15,000  gold  coins,  20-shillil 
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British  sovereigns  and  20-frane  French 
jtnapoleons,  with  an  estimated  market  val- 
ue of  about  $600,000.  The  coins,  none  of 
which  has  been  minted  for  many  years, 
originally  were  used  in  World  War  II 
'escape  and  evasion"  kits  to  enable  pi- 
lots, paratroopers  and  other  behind-the- 
ines  operatives  to  buy  their  way  out  of 


British  Gold  Sovereign:  Cache  surplus. 

:rouble.  Such  kits  are  still  in  use  but  no 
onger  include  the  coins.  ("CIA  brace- 
ets"  of  solid  gold  links  were  among  the 
.ubstitutes  used  in  Vietnam.)  Once  the 
Navy  goes  through  the  formality  of  de- 
claring the  coins  surplus,  the  Defense 
Logistics  Agency  plans  to  call  in  a  rare- 
coin  auctioneer  and  unload  its  treasure 
an  the  numismatic  world. 


When  You  Can't  Call  IBM 

Frustrated  in  its  efforts  to  buy  ad- 
vanced U.S.  computers — Washington 
ias  refused,  for  example,  to  permit  ex- 
ports of  such  devices  as  an  IBM  370 — the 
oviet  Union  is  moving  ahead  on  its 
awn.  The  Kremlin's  Institute  of  Pred- 
ion Mechanics  and  Computing  Technol- 
>gy  has  two  new  machines  in  the  works 
hat  U.S.  intelligence  rates  as  compara- 
ble to  any  now  available  commercially  in 
:he  U.S.  A  prototype  of  one,  dubbed  the 
VS-1,  is  scheduled  for  mid-1978;  a  sec- 
md,  the  VS-2,  for  the  1980s.  Both  proj- 
cts  will  require  a  year  or  two  more  to 
develop  software  and  other  ancillary 
equipment.  U.S.  analysts  rate  the  VS-1 
capable  of  12.5  million  operations  per 
second,  the  VS-2  at  125  million  per  sec- 
ond, and  expect  their  completion  to 
1  Vastly"  improve  Soviet  capabilities  in 
nuclear  weapons  design,  cryptology  and 
meteorology.  One  problem  Soviet  engi- 
neers face,  some  analysts  say,  is  their 
inability  to  create  the  "superclean"  envi- 
ronments U.S.  manufacturers  use  to  en- 
sure total  dust-  and  contamination-free 
construction  of  big  computers.  ■ 


A  frank  discussion 
of  franchising  today. 

A  last  outpost  for  the  independent  businessman  today  is 
the  franchise  business.  It  gives  him  the  opportunity  to  put  his 
personal  stamp  on  a  profitable  enterprise,  while  at  the  same  time 
offering  him  the  security  of  proven  products  and  methods  of 
operation. 

But  franchising  also  offers  splendid  opportunities  for 
diversification  and  an  extremely  favorable  return  on  investment  to 
investor  groups  or  companies. 

Fortunately,  the  exploding  franchise  business  is  no  longer 
a  morass  of  offers  and  "chances  of  a  lifetime"  which  are  difficult  to 
evaluate.  Franchisees  are  no  longer  persuaded  by  surface  factors 
such  as  a  name  or  personality,  neglecting  to  investigate  the  more 
important  and  fundamental  aspects  of  the  business. 

With  franchising,  as  with  any  other  endeavor,  the  results 
achieved  are  ultimately  only  as  good  as  the  product  being  sold.  No 
amount  of  glamour  or  fanfare  can  disguise  an  inferior  product;  it 
may  only  hasten  its  demise. 

To  achieve  true  growth  and  true  profit,  one  must  begin 
with  a  fine  product,  and  grow  with  it,  utilizing  expert  planning, 
research  and  testing  every  step  of  the  way  to  compete  in  an 
evermore  competitive  market. 

We  firmly  believe  that,  whatever  the  competition,  there's 
always  a  market  for  a  truly  fine  product.  One  that  is  properly 
promoted  to  the  consumer  via  a  fully  integrated  marketing 
program.  We  are  proving  this  every  day  with  Golden  Skillet  Fried 
Chicken.  Of  all  the  products  in  the  fast  foods  business,  none  strives 
so  consistently  to  be  superior  as  this. 

We  believe  that  our  Golden  Skillet  franchise  business  is  a 
solid  opportunity  for  serious  investors  or  groups,  for  those  who 
seek  an  opportunity  to  associate  with  a  superlative  product  and 
grow  as  it  grows,  either  operating  a  specified  number  of  units  or 
having  exclusive  rights  to  develop  a  chain  of  outlets  within  a  given 
territory. 

We  are  looking  for  intelligent,  able  businessmen  or 
expansion-minded  companies  to  associate  with  Golden  Skillet; 
people  who  demand  a  substantial  return  on  investment  dollars. 

Because  with  our  franchisees,  as  with  our  product,  we 
believe  that  quality  tells. 


Mail  to:  Golden  Skillet  Companies 

P.O.  Box  29509,  Richmond,  Virginia  23229 
Or  call  (804)  747-0650 

Attn.  Mr.  FranW.  Brown,  V.P.  Corporate  Affairs 
Please  send  me  your  franchise  information. 

Name  

Occupation  

Address  

City  State  Zip  

Phone 
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A  System. ..not  a  concept 
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would  Your  Company 
Logo  Make  a  Great 
Looking  Promotional 
Tie? 

. .  .  or  would  it  be  more 
appropriate  reproduced 
as  blazer  buttons,  crests, 
scarves,  umbrellas, 
polo  shirts,  trousers 
or  jackets? 

Call  or  write  today  for  our 
new  brochure  illustrating 
these  possibilities. 


Wlm>  Chipp,  Inc. 

14  East  44th  St. 
New  York,  N.Y.  10017 
(212) 687-0850 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 

information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Follow-through 


The  Dean's  Report  Card 

Edson  Gould,  the  dean  of  Wall 
Street's  technicians,  told  Forbes  last 
year  ( Jan.  15,  1977)  that  he  expected  the 
Dow  Jones  industrials  to  reach  1150  to 
1250  "fairly  soon."  Obviously,  a  clean 
miss.  His  caveats  proved  more  accurate. 
Gould  warned  then  of  a  "sizable  correc- 
tion" in  the  latter  part  of  1977  that  would 
cany  over  into  1978,  and  noted  as  one 
threat  to  his  bullish  forecast  the  interna- 
tional currency  turmoil. 

How  does  Gould  feel  about  these  pre- 
dictions and  about  the  year  ahead? 

Bullish  as  ever.   Speaking  from  his 


Edson  Gould 


farm  west  of  Allentown,  Pa.  where  he 
spends  most  of  his  time,  Gould  told 
Forbes:  "I  have  never  given  up  my 
long-term  bullish  view,  but  I  miscalcu- 
lated the  extent  and  duration  of  the  reac- 
tion." But  the  market  hit  bottom  in  Oc- 
tober, he  says,  and  he  expects  it  to  move 
up  in  1978,  "a  big  upward  step  that  will 
take  us  onto  new  ground" — meaning 
well  past  1000  on  the  DJI. 

The  factors  that  spell  bull  tor  Gould 
are  still  in  force,  he  thinks.  The  bears,  in 
his  view,  need  "a  greatly  overextended 
market  or  a  highly  restricted  credit  situa- 
tion— or  both."  He  sees  neither.  True, 
money  has  tightened  but  "it  isn't  any- 
thing like  the  crunch  of  1967  or  what  we 
had  in  early  1970."  Moreover,  stocks  are 
"way  undervalued,  he  feels.  "The  bears 
keep  talking  about  all  the  excessive  debts 
that  we  have,"  he  says,  "and  they've 
been  talking  about  that  for  years.  " 

Getting  technical,  Gould  notes  that 
past  rises  have  sent  the  DJI  to  about  30 
times  dividend.  "The  dividend  now  is 


about  $45,  so  30  times  that  would  be 
1350."  He  is  not  prepared  to  nail  down 
that  number,  however.  "If  you  were  to 
talk  about  1350  now,  people  would  just 
think  you  were  crazy,  and  I  think  if  the 
market  goes  to  1150  or  1200  everybody 
would  be  happy."  He  sees  The  Street  "at 
some  kind  of  takeoff  now,  but  just  how 
big  I  don't  know." 

The  performance  of  the  fund  Gould's 
employer,  Anametrics,  started  and 
named  for  him  also  called  for  modesty. 
"We  didn't  start  off  so  well  in  our  stock 
selection,"  Gould  admits.  Since  its  debut 
late  in  1976,  the  Dow  has  dropped  about 
17%  and  the  Edson  Gould  Fund  is  off 
about  9%.  The  master  finds  consolation 
in  noting  that  since  March  the  fund  has 
come  up  by  5.7%  while  the  Dow  has 
continued  down  almost  10%.  He  recalls 
that  years  ago,  "I  thought  if  I  wasn't 
doing  at  least  twice  as  well  as  the  Dow,  I 
was  doing  pretty  badly,"  adding  wistful- 
ly, "but,  of  course,  that  was  in  the  go-go 
market  of  the  1950s  and  1960s." 

End  Of  The  Line 

Two-and-a-half  years  ago,  Forbes 
(  June  15,  1975)  reported  on  some  curious 
curves  the  nation's  sixth-largest  railroad 
was  taking  and  asked:  "Just  how  close  to 
bankruptcy  is  the  Chicago  Milwaukee?" 

The  10,000-mile  road's  timber  and 
real  estate  operations,  that  story  noted, 
generated  76%  of  its  pretax  earnings  al- 
though they  constituted  a  bare  2%  of  its 
volume.  Railroading,  90%  of  the  volume, 
contributed  just  19%  of  pretax  profits. 
Despite  what  shareholders  felt — and 
they  thought  they  were  in  the  railroad 
business — the  line's  wholly  owned  Mil- 
waukee Land  Co.  and  its  timber  and  real 
estate  provided  the  bulk  of  its  income. 

The  next  year,  following  Forbes' 
lead,  the  Securities  &  Exchange  Com- 
mission sued  Chicago  Milwaukee,  accus- 
ing it  of  milking  its  land  subsidiary  to 
keep  its  trains  rolling.  Without  admitting 
or  denying  the  charges,  the  company 
consented  to  a  court  order  barring  future 
violations. 

The 'final  answer  to  Forbes'  question 
of  1975  came  last  month.  Chicago  Mil- 
waukee's rail  subsidiary  filed  for  bank- 
ruptcy under  the  Federal  Bankruptcy 
Act.  The  land  company,  along  with  CM's 
food-service  and  highway-construction 
interests,  were  not  affected. 

Where  Are  The  Wankels? 

Five  years  ago,  the  Wankel  rotary  en- 
gine was  winning  raves  as  the  auto- 
mobile engine  of  the  future.  Forbes 
(Dec.  15,  1972)  declared  flatly  that  De- 
troit s  Big  Four  were  ready  to  scrap  the 
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What !  You  havent  seen 
the  new  Kodak  copier 
pricing  plans? 

Better  call  Kodak. 


Making  the  most  cost-effective  decision  about  a 
copier  isn't  always  easy.  Especially  when  you  don't  have  all 
the  facts  and  figures. 

Kodak  changes  all  that. 

Kodak  now  offers  a  computerized  copier  evaluation 
service  that  brings  all  the  data  together.  It  helps  make  your 
copier  decision  process  easier,  faster  than  you  ever  thought 
possible.  Based  on  your  own  job  stream,  it  lets  you  compare 
any  equipment  with  Kodak  copiers.  In  dollars  and  cents!  It's 
fast.  It's  impartial.  And  it's  not  confusing. 

Learn  all  the  many  ways  you  come  out  ahead  with 
Kodak  copiers.  Call  Kodak  toll-free  (gQO)  828-1450 

In  New  York  State:  (800)  462-4890.  Or,  write  to:  A.  Angert, 
Eastman  Kodak  Company  Dept.  CD8356,  Rochester,  NY.  14650. 


Kodak  Ektaprint  copier-duplicators 


Ifllllllld 


UP  16%' 

THAT'S  GROWTH. 

Investigate.  Write  for  our  current  report. 


l>mapco 


1600  5.  Baltimore  Ave.,  Tulso,  Oklahoma  741 19 
SYMBOL  MDA  NYSE  •  MWSE  •  PSE 

*9  mos.  ended  Sept.  30,  1977 


You  Package 
\bur  Products  Well... 

But  What  About 
\bur  People? 

No  doubt  appreciable  time  ahd  expense  were  in- 
vested in  the  packaging  of  your  product.  But  how 
much  thought  have  you  given  to  the  appearance 
of  your  people?  If  they're  meeting  the  public, 
people,  like  products,  should  be  appropriately 
packaged. 

Wrangler  Uniforms  (we're  a  Blue  Bell  Company) 
would  like  to  work  with  you  in  developing  a  coher- 
ent corporate  apparel  program  for  your  company. 
We've  been  in  the  profession  since  1923,  assist- 
ing executives  with  the  correct  "packaging"  of 
their  people.  Please  take  time  to  complete  the 
coupon,  and  we'll  contact  you  shortly. 


WRANGLER  UNIFORMS 

Attention:  Vice  President  Sales 

749  Massman  Drive  •  Nashville.  Tn  37210 


Name 

Title 

Company 

Address 

Phone 

City 


State 


Zip 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Follow-through 


piston  engine  and  "go  rotary  in  a  multi- 
billion-dollar  changeover."  A  year  later, 
when  the  Arabs  and  their  OPEC  part- 
ners quadrupled  oil  prices  and  started 
the  the  world  thinking  in  terms  of  miles- 
per-gallon  instead  of  miles-per-hour,  the 
Wankel,  with  none-too-impressive  mile- 
age figures,  looked  as  dead  as  the  Pony 
Express. 

The  little  engine  that  went  round  and 
round,  however,  has  proved  as  durable 
as  its  inventor,  Felix  Wankel,  who  at  75 
is  still  working  in  his  airy  laboratory  on 
the  shore  of  Lake  Constance  in  south- 
western Germany.  Not  that  the  brakes 
OPEC  applied  didn  t  bring  it  close  to 
oblivion.  In  1973  Toyo  Kogyo,  a  Japa- 
nese licensee,  sold  almost  97,000  of  its 
rotary-powered  Mazda  cars  in  the  U.S., 
up  from  649  in  1970.  The  following  year 
sales  skidded  to  under  57,000  and  by  late 
1977  were  down  to  about  12,000.  The 
company  kept  its  580-odd  U.S.  dealers 
in  business  by  giving  them  piston-engine 
cars  to  sell.  A  new  one,  the  GLC,  intro- 
duced last  March,  pushed  Mazda  s  total 
U.S.  sales  past  the  50,000  mark  during 
the  first  ten  months  of  1977. 

This  spring,  Toyo  Kogyo  will  intro- 
duce a  new  rotary,  the  RX-7,  a  high- 
performance,  120-mph  sports  car  de- 
signed to  compete  with  swifties  like  the 
Datsun  280-Z  and  the  Porsche  924.  Be- 
sides a  twin-rotor  engine,  the  RX-7  will 
probably  also  compete  by  sporting  a  low- 
er price  tag  than  its  rivals.  Toyota 
showed  a  twin-rotor  engine  at  a  recent 
Tokyo  auto  show,  but  it's  not  yet  on  sale. 

Mazda  and  the  other  rotary  boosters 
have  always  charged  that  their  original 
poor  showing  in  mileage  resulted  from 
the  fact  that  their  cars  were  classed  with 
economy  piston  models  and  not  with  the 
high-performance  automobiles  they  tru- 
ly belonged  with.  Mazda's  current  rota- 
ries  deliver  19  mpg  on  city  streets  and  27 
mpg  on  the  highway. 

The  Japanese  still  lead  the  rotary  pack. 
Audi  NSU,  the  Volkswagen  subsidiary 
that  also  has  rights  to  the  Wankel,  has 
developed  a  twin-rotor  engine  for  its 
5000  series,  but  the  car  is  not  yet  on  the 
market.  Curtiss- Wright,  the  U.S.  patent 
holder,  is  concentrating  on  nonautomo- 
tive  uses.  These  are  far  from  insignifi- 
cant. The  U.S.  Marine  Corps,  for  in- 
stance, has  given  Curtiss- Wright  a  $24- 
million  contract  to  develop  1,500-hp  ro- 
taries  for  a  future  landing  craft. 

As  for  Detroit,  the  Motor  City  seems 
to  be  keeping  an  eye — but  not  money — 
on  the  Wankel.  General  Motors,  which 
shelved  the  rotary  after  spending  $50 
million  on  development,  says  it  is  not 
reentering  the  field  but  is  "monitoring 
the  technology.  ■ 
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TOO  CONFIDENTIAL  TO  TALK  ABOUT. 


(cause  of  increasing  risk  both  here  and  abroad,  we  are  offering 
yes)  Ransom  insurance  to  individuals  and  corporations. 
Ye  inclusion  of  extortion  coverage  makes  the  program  underwritten  by 
j:r  companies  of  American  International  Group  one  of  the  most 
phensive  in  the  world. 

j  x  the  protection  of  our  clients  we  do  not  advertise  further  details,  but 
v.es  will  be  handled  promptly  and  on  a  completely  confidential  basis. 
I  e&s  are  available  in  most  states. 


AMERICAN  INTERNATIONAL  COMPANIES 

Dept.  A,  102  Maiden  Lane,  New  York,  New  York  10005 

lam  interested  m  more  information  about  Kidnap  es)  Ransom  Insurance. 


Name. 


.Title. 


.Phone. 


Company- 
Citv  


.Address. 


State. 


_Zjp_ 


American  International  Group 


We  welcome  mouiries  from  any  licensed  agent  or  broker.  You  don't  have  to  be  a  regular  producer  to  place  business  with  an  A1C  company. 


FRBS-I-I77 


The  Ochsner 
Medical 
Institutions 
have  occupied 
their  $49  million 
expansion  more 
than  a  year  ahead 
of  schedule . . . 

IN  THE 
BUDGET. 


Heery  Associates  provided  complete 
construction  program  management  services 
to  this  famous  New  Orleans  Medical  Center, 
from  pre-design  programming  and  budgeting 
through  move-in. 


For  business,  institutional  and  governmental 
construction  programs,  our  expertise  is 
time/cost  control  on  behalf  of  the  owner, 
through  overall  management  of  the  program, 
including  energy  budgeting  and  design 
monitoring. 


HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 

ATLANTA:  404-881-1666.  Telex  54-2165, 
880  W  Peachtree  St ,  N  W .  Atlanta.  Georgia 
30309/BALT1MORE:  301-944-3700/BOST0N: 
617-723-6020/L0S  ANGELES:  213/479-4256/ 
LONDON,  U.K.:  (Heery-Farrow  Ltd  )  01-200- 1 234. 
Telex  85 1  -92299 1  /AMMAN,  JORDAN:  42451, 
Telex  925-1567 


Readers  Say 


Taxes  Help  Crime 

SIR:  Congratulations  on  your  compre- 
hensive cover  story  on  cigarette  bootleg- 
ging (Dec.  15).  Increases  in  the  cigarette 
tax  (Florida  is  a  good  example)  play  di- 
rectly into  the  hands  of  organized  crimi- 
nals. What  appears  to  be  a  harmless 
increase  in  sin  taxes  is  actually  a  substan- 
tial increase  in  illegal  and  untaxed  rev- 
enue to  the  bootlegger.  Hopefully  your 
article  will  spur  action  to  stem  this  rising 
tide  of  illegal  activity.  Failure  to  act  now 
will  undermine  significantly  all  aspects  of 
the  tobacco  industry. 

— Robert  S.  Reitman 
Cleveland,  Ohio 

Sir:  Who  is  the  real  criminal?  Isn't  it 
state  governments  attempting  to  extort 
tribute  from  citizen  smokers? 

— John  B.  Egger 
Towson,  Md. 


Need  More  Investment 

SIR:  Re  MSF's  comment,  "What  has  to 
be  encouraged  in  every  land — not  least 
our  own — is  domestic  consumption,  do- 
mestic demand  for  services"  (Fact  and 
Comment,  Dec.  1 ).  There  is  already  lots 
of  encouragement  for  consumption. 
What  we  need  is  encouragement  for  cap- 
ital investment  to  make  American  prod- 
ucts competitive  with  products  in  other 
countries.  Tax  reform  might  be  a  way. 
But  it  isn't  easy.  There  is  no  "Presto!" 

— Jack  O.  Robertson 
Sparta,  N.J. 

Postal  Service  Is  Better 

Sir:  Re  MSF's  editorial  in  which  he 
concluded  that  it  was  time  to  "Give  The 
Post  Office  Back  To  The  Politicians" 
(Fact  and  Comment,  Dec.  1).  His  early 
support  of  the  Postal  Reform  Act  of  1970 
was  indeed  justified. 

Contrary  to  the  impression  of  many 
people,  the  Postal  Service  has  greatly 
improved  the  efficiency  of  the  nation's 
mail  system,  increasing  productivity  by 
approximately  12%.  This  fact  has  been 
verified  by  outside  sources  as  well. 

Though  postal  rates  have  increased 
more  rapidly  than  anyone  projected  in 
1970,  the  Postal  Service  has  managed  to 
keep  them  reasonable,  considering  the 
inflationary  spiral  of  the  last  six  years, 
and  has  significantly  lessened  the  depen- 
dency of  the  postal  system  on  the  federal 
treasury.  U.S.  citizens  pay  less  for  first- 
class  mail  than  citizens  in  any  other  in- 
dustrialized nation  except  Canada  (and 
Canada's  rate  is  kept  artificially  low  by 
large  taxpayer  subsidies). 

No  one  would  say  that  all  of  the  many 
problems  facing  this  labor-intensive  in- 


dustry have  been  solved,  but  the  system 
is  sounder  and  more  stable  today  than  it 
has  been  in  decades. 

— Myron  A.  Wright 
Chairman, 

U.S.  Postal  Service 
Board  of  Governors 

Washington,  D  C. 

SlR:  If  the  system  were  still  operated 
as  it  was  prior  to  the  postal  reorganiza- 
tion, there  would  be  800,000  postal  em- 
ployees instead  of  the  present  655,000. 

— Patrick  J.  O'Loughlin 
Boston,  Mass. 


Mr.  Wolfson 

SlR:  As  a  former  circuit  judge  and  an 
attorney  for  Louis  E.  Wolfson,  I  read 
with  interest  and  concern  the  Sept.  15, 
1977  issue  of  Forbes.  There  was  an 
error  in  its  reference  to  Mr.  Wolfson  in 
the  statement  that  he  went  to  prison  for 
perjury.  The  prison  term  was  strictly  on 
the  basis  of  his  selling  unregistered 
stock.  As  for  the  other  comments  con- 
cerning Mr.  Wolfson,  you  can  be  assured 
that  "cutting  corners"  has  never  been  a 
part  of  his  true  image  or  reputation. 

— William  H.  Maness 
Jacksonville,  Fla. 

Nastier  Reactions 

SlR:  The  debate  on  whether  "general- 
ly accepted  accounting  principles" 
(GAAP)  should  be  applied  to  big  and 
small  companies  (The  Numbers  Game, 
Dec.  15)  will  get  much  nastier  if  the 
Financial  Accounting  Standards  Board 
(FASB)  persists  in  its  present  misguided 
course.  FASB  is  forcing  dedicated  CPAs 
to  spill  their  mental  and  time  resources 
into  a  sewer  of  incredibly  complex  an- 
nouncements, with  less  than  zero  benefit 
to  the  readers  of  the  financial  statements 
of  closely  held  companies. 

CPAs  nationwide  are  talking  about 
forming  new  organizations  to  replace  the 
FASB  and  the  American  Institute  of  Cer- 
tified Public  Accountants. 

— Howard  1.  Bernstein 
President, 
Bernstein  and  Bank,  Ltd. 

Chicago,  III. 


Generous  Pay  Today 

Sir:  Re  the  reaction  (Readers  Say, 
Dec.  1)  to  your  editorial  criticizing  mili- 
tary pensions.  There  is  no  system  going 
like  military  retirement.  Many  years  ago 
the  concept  may  have  been  valid  that 
military  pay  was  quite  a  bit  lower  than 
civilian  pay  for  equivalent  jobs  and  that, 
in  many  cases,  the  military  were  sta- 
tioned in  places  where  they  would  not 
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INNOVATION  IN  15  YEARS 


Suddenly  you  can  increase  the  effi- 
ciency of  your  fleet  to  a  degree  never 
before  possible.  Because  Wheels  has 
just  developed  a  totally  new  concept 
in  fleet  control.  No  other  company  has 
anything  like  it. 

The  service  utilizes  computers  in 
a  new  way  to  provide  you  with 
pinpoint  control  of  all  your 
fleet's  operational  costs. 

For  example,  wouldn't 
you  like  to  know  if  a  driver  is 
changing  his  vehicle's  oil  as 
frequently  as  necessary ...  or 
if  he's  reimbursing  you  ade- 
quately for  personal  mileage 
...  or  if  it  would  pay  you  to 
keep  some  of  your  units  a  few 
months  longer  than  you  had 
planned? 

For  the  first  time,  the 
answers  to  these  and  dozens 
of  other  questions  can  be  at 
your  fingertips. 


What's  more,  in  a  matter  of  mi nutes 
you'll  be  able  to  complete  expense- 
control  analysis  that  otherwise  woul 
be  too  time-consuming  for  any  fleet 
executive  to  undertake. 

We've  given  the  new  service  a 
very  simple  name— F. A. C.T.— Fleet 
Analysis  &  Cost  Trends.  And 
what  you  receive  are  simple 
printouts  that  replace  hun- 
dreds of  hours  of  administra- 
tive work  and  can  dramatically 
reduceyour  individual  vehicle 
expenses. 

Hard  to  believe?  Not 
after  you  learn  all  the  details. 
They're  in  our  new  brochure. 
And  you  get  it  free,  without 
obligation.  Just  clip  and  mail 
the  coupon.  s&wm 


WffFFLSine^mr 

6200  N  Western  Ave  Chicago  Illinois  60659 
Leasing  Chevrolets  and  other  fine  cars  and  trucks 
since  1 939  Serving  over  500  of  America  s 
leading  corporations 


WHEELS  inc.  and  associated  companies 

6200  N.  Western  Ave.,  Chicago,  Illinois  60659      Dept.  F-1 3 

Yes.  I'd  like  to  find  out  exactly  how  much  money,  time  and  effort  I  can 
save  on  my  fleet  s  operation  Please  mail  me  Wheels  new  F  A  CT'' 
computer  services  brochure  without  cost  or  obligation. 


We  operate 


Co.  Owned 


_TITLE_ 


Salesmen  Owned 


COMPANY- 
ADDRESS- 
CITY  


STATE 


.ZIP_ 


Did  your  movie  turn  out  negative? 


a  sophistication 
illustration  publication 
by  Institutes  for 
Energy  Development 


And  you  want  to  know  more 
about  — 

•  What  real  estate  investment 
is  all  about? 

•  Where  can  oil  and  gas 
investments  go  wrong? 

•  How  do  leverage  and 
depreciation  work? 

•  What  is  "recapture"  and 
"phantom  income"? 

•  Are  deductions  in  excess  of  your 
cash  investment  still  available  to 
you? 

THE  TAX  SHELTER 
COLORING  BOOK 
answers  all  these  and  more  in  an 
interesting,    understandable  and 
innovative  way  — 

ORDER  YOURS  TODAY 
FOR  ONLY  $25.00 


Get  to  know  Conrac... 


before  you  turn  the  knob 

It's  a  good  idea  to  get  to  know  Conrac.  Our  video  monitors  are 
used  by  most  professional  producers  to  make  sure  their  trans- 
mitted signal  is  as  clear  and  lifelike  as  possible.  Our  equipment 
makes  their  job  easier  and  helps  assure  high  quality  TV  enter- 
tainment for  us  all.  Video  display  is  only  one  of  the  growing 
communications  industries  where  Conrac  is  a  basic  manufac- 
turer. If  you  know  a  TV  technical  director,  ask  him.  He  knows  us 
well... and  the  better  you  know  us,  the  better  you'll  like  what  we 
can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N  Y.  10017. 


Readers  Say 


prefer  to  live.  However,  military  pay  is 
now  extremely  high  and  they  receive) 
very  generous  pay  increases  every  yearJ 
along  with  increases  in  nontaxable  beneJ 
fits  such  as  housing.  They  are  the  only 
people  I  know  of  who  can  receive  a 
nontaxable  housing  allowance,  make  a 
mortgage  payment  with  it  and  write  on 
the  interest  with  a  double  tax  break. 

— Warren  E.  Alexandeii 
and  Michael  S.  Workman^ 
Great  Falls,  Monti 

SlR:  Nine  billion  dollars  in  annual  out] 
lays  for  military  retirement  is  only  the  tin 
of  the  iceberg.  There  are  now  68  federal 
retirement  systems  conceived  by  those 
Robin  Hoods  of  red  ink — the  U.S.  Conj 
gress — and  financed  by  our  government. 
The  total  actuarial  deficit  or  unfunded 
liabilities  for  these  funds  is  around  $600 
billion.  And  this  excludes  that  Fiscal  Ti-J 
tanic  called  the  Social  Security  system. 

— Sid  Taylor 
Research  Director! 
National  Taxpayers  Union 
Washington,  D.Ci 


Digital  Scientific 

SlR:  In  your  article  on  ITEL  and  Na| 
tional  Semiconductor  (Dec.  15),  there  is 
the  implication  that  National  acquired 
Digital  Scientific,  "...  a  small  Sad 
Diego  company  that  had  been  develop] 
ing  an  IBM-replacement  computer  buj 
had  run  out  of  cash.  "  National  Semicon] 
ductor  did  not  acquire  Digital  Scientific] 
It  did  acquire  rights  to  a  Digital  Scientifl 
ic  computer  development,  now  market] 
ed  by  ITEL  as  described  in  your  article] 
Our  company  continues  a  privately 
owned  and  profitable  entity  that  hasj 
since  1970,  pioneered  in  the  designj 
manufacture  and  marketing  of  emulation 
based  computer  systems.  Our  customed 
include,  in  fact,  some  of  National's  com] 
petitors  in  the  semiconductor  industry,  & 
situation  that  might  not  exist  if  we  were 
tied  in  some  way  to  National. 

— Eugene  W.  Courtney 
President] 
Digital  Scientific  Corpi 
San  Diego,  Calif. 

A  Cure  Is  At  Hand! 

Sir:  Re  "Two  Things  To  Be  Said  Foi 
The  Common  Cold"  (Fact  and  Com 
ment,  Dec.  1).  I  would  like  to  state  thfl 
common  cold  is  preventable!  Going  on 
the  truth  that  what  a  mind  can  conceive 
and  believe,  it  can  achieve,  I  psyched 
my  mind  into  believing  I  never  again 
would  have  a  cold.  For  over  30  years  J 
have  not  had  a  cold. 

— Kenneth  E.  TysoH 
Midland,  Michi 
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The  reputation  built  byword  of  mouth. 


Seagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 

CANADIAN  WHISKY.  A  BLEND  OF  CANADA'S  FINEST  WHISKIES.  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO..  N.Y.'C 


trVCe're  one  of  the 
best  operating  banks 
in  the  country" 


"I'm  convinced  that's  true  based  on  comments  customers  have  made 
about  our  operations.  My  relationships  tend  to  be  large,  mature 
multinationals.  So  I'm  knowledgeable  about  the  operating  areas  that 
handle  their  special  requirements." 

"In  the  money  transfer  area,  what  we've  got  is  a  capability  which  can  operate 
on  an  automated  hands-off  basis.  And  which  can  enable  customers  to  process 
fficiently  all  their  money  transfers  through  Chase— outgoing,  incoming  and  third-party" 

n  a  good  many  areas— for  example,  cash  management,  foreign  exchange  —  there  has  been 
a  great  deal  of  inventiveness,  as  well  as  sizable  investment,  over  the  past  18  months." 

"Chase  recognizes  the  importance  of  letters  of  credit  in  international  trade  to 
both  buyers  and  sellers.  That's  why  our  customers  have  direct  access  to  a  technically 
knowledgeable  staff  for  advice  and  assistance.  Our  standards  are  very  high, 
and  have  earned  us  the  top  spot  nationally.  We  mean  to  stay  there." 

"In  terms  of  the  quality  of  operations,  we're  out  there  among  the  leaders . . . 
with  responsiveness  to  customers  as  the  priority  in  the  design  of  our  systems." 

The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 
vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100  countries. 
What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 
Call  on  today's  Chase  Bankers  today. 


Gusl  B.  Winston 

e  President/ Relationship  Manager 
Communications 
ation  Processing  Division 


©  CHASE  MANHATTAN  BANK,  N  A  1977 


Join  the  waste  watchers 
and  make  the  most  of  every 
inch  of  paper  you  buy. 


The  inches  add  up. 

Fort  Howard  has  a  lot  of  ways  to 
help  you  get  the  most  out  of  every 
inch  of  paper  you  buy. 

Take  our  larger-roll  tissue  and 
towels.  They  have  to  be  changed  less 
often.  So  you  throw  away  fewer  stub 
roll  leftovers— and  waste  less  paper. 

We've  ail  but  eliminated  leftovers 
in  our  Commander  I  cabinet.  It 
uses  almost  every  inch  of  paper  on 
one  roll  before  it  starts  on  the  next. 


Put  the  inches  where  they  count. 

We  put  12%  more  hand-dries  into 
our  largest  roll  towel.  We  simply 
added  75  feet  to  our  625-foot  roll 
towel.  So  you  get  all  the  extra  hand- 
dries  of  a  longer-roll  towel  service. 

Be  a  waste  watcher. 
Your  local  Fort  Howard  distributor 
can  show  you  how  to  be  a  waste 
watcher.  Call  him  today. 
Before  another  inch 
slips  away. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Vteste  Watchers. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


BANG  GOES  THE  BALANCED  BUCK 


While  it's  no  credit  to  his  sagacity,  apparently  Jimmy  Carter 
tually  thought  he  could,  by  the  sheer  exercise  of  grim  lip 
wer  and  willpower,  keep  his  endless  promises  of  a  balanced 
idget  by  the  end  of  his  first  term. 
■  There  never  was  the  remotest  possibility  he  could.  If  he 
ere  able  to  balance  the  budget,  Carter's  first  term  would  be 
s  last. 


His  requested  sizable  tax  cuts  will  succeed  in  putting  the 
spurs  to  economic  growth,  but  they  certainly  will  inter  even 
the  intonations  intimating  a  balanced  budget  is  in  the  cards. 

A  stronger  business  scene  resulting  from  the  tax  reduction 
will  certainly  bring  in  more  federal  revenue,  but  nothing  like 
enough  to  offset  federal  outgo.  And  I'm  as  sure  that  day  will 
never  come  as  I'm  unsure  that  it  ever  should. 


IS  ABLE  BUSINESSMAN  MILLER  ABLE  TO  HEAD  THE  FED? 


Over  the  years,  I've  developed  a  most  high  regard  for  Bill 
iller  as  one  of  our  cooler,  keenest  corporate  chieftains.  We've 
arked  a  bit  together  on  peripheral  things,  and  Forbes  has  oft 
ported  on  his  performance  at  Textron  (for  the  latest,  see  p. 
*).  He's  an  intelligent  conservative,  i.e.,  sensibly  liberal.  He's 
kind,  nice  guy. 

And  therein  lies  the  principal  danger  for  him  as  Federal 
sserve  chief.  Can  he  withstand  the  powerful  pounding  from 
ongress  and  from  the  President  who  appointed  him  to  give 
flationary  hypodermics  to  stimulate  faster  economic  growth? 
verdoses  here  are  so  easy  and  so  easily  fatal.  There's  no 
rtainty  as  to  what  amount  is  the  right  amount,  so  an  under- 


amount   or  even   no   amount   is   better   than   too  much. 

Those  burned  up  at  Burns'  monetary  policies  were  in  heat 
for  all  the  wrong  reasons.  Both  the  White  House  s  economic 
whirling  dervishes  and  Capitol  Hill's  ravaging  economic  ex- 
perts built  Our  Arthur  of  the  Reserve's  funeral  pyre  because  of 
his  "tight,  too  restrictive"  money  policies. 

Now,  what  do  you  suppose  has  caused  the  frightening  flight 
from  the  dollar  overseas? 

Why  do  you  think  the  dollar  is  worth  about  20%  less  in 
purchasing  power  abroad  than  it  was  just  11  months  ago? 

Because  there  are  too  many  of  them  a-blowin'  in  the  wind, 
my  friends.  Too  many  of  them  a-blowin  in  the  wind. 


FLOATING  CURRENCIES  ARE  HERE  TO  STAY 

and  one  of  these  days,  we're  going  to  have  to  take  the 
steps  required  to  have  our  dollar  float  instead  of  sink. 

THEY  PARTED  OVER  500  COMPANIES 


It  looks  like  the  Socialist-Communist  takeover  of  France  that 
is  been  predicted  to  follow  the  forthcoming  March  elections 
ay  not  happen  because  those  Leftist  bedfellows  have  bitterly 
lit.  Over  what?  The  Socialists  only  want  to  nationalize  227 
dustrial  companies,  while  the  Communists  insist  on  taking 
'er  729  private  enterprises. 

Fortunately,  no  self-respecting  Frenchman  would  dream  of 
arning,  reading  or  speaking  Spanish  (or  any  other  language, 
r  that  matter);  otherwise  some  of  these  doctrinaire  Socialists 
ight  find  a  rude  awakening  down  Argentine  way. 
There,  not  long  ago,  the  government  announced  it  was 
•inning  oft  370  state-owned  companies  and  getting  rid  of  its 
terest  in  400  other  corporations.  Subsidizing  them  has  been 


costing  the  government  hundreds  of  millions  each  year,  says 
the  Under  Secretary  for  Economic  Coordination,  and  state- 
owned  companies  were  responsible  for  30%  of  Argentina's  $8- 
billion  foreign  debt. 

A  couple  of  weeks  after  that  announcement  there  was  an- 
other— perhaps  not  unrelated — from  Buenos  Aires.  To  explore 
and  develop  promising  offshore  oil  deposits,  international  bids 
are  being  called  for  because,  as  President  Jorge  Videla  points 
out,  the  country  has  neither  the  capital  nor  the  technology  to 
do  the  job. 

It  would  seem  socialist  governments  learn  late — too  often 
too  late — that  it's  easier  to  take  over  free  enterprises  than  to 
run  them  properly  or  start  them  at  all. 
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NOW  CARTER,  TOO,  KICKS  DOWN  PAN  AM 

Fan  Am — just  when  they  were  getting  airborne 
again  after  the  toughest  years  in  this  historic  air- 
line s  history. 

Apparently,  CEO  Seawell  should  have  had  some 
'Southern  political  clout  if  he  was  to  receive  a  fair 
shake  from  this  we're-not-going-to-be-political-like- 
previous-ad  ministrations  Administration. 

I  hope  Hill  Seawell  and  liis  crew  keep  their  Pan 
Am  chin  up.  There'll  he  another  round. 

ISN'T  IT  THE  TRUTH 


No  other  government  in  the  world  so  abuses, 
harasses,  hounds  its  international  airline  the  way 
our  White  House  and  regulatory  agencies  have 
been  doing  for  the  past  several  years  to  our  famed 
and  once  foremost  Pan  Am,  who  pioneered  the 
whole  business. 

1  was  surprised  (maybe  shouldn't  have  been) 
when  President  Carter,  in  personally  making  the 
latest  route  award  decisions,  threw  a  haymaker  at 


That  warm-hearted,  driving  force  responsible  for  Louisiana- Pacific  Corp.'s 
prosperous  present  and  promising  future,  Harry  Merlo,  heartened  several  of  us 
here  at  luncheon  the  other  day  with  his  discussion  ofhis  company's  extensive  tree- 
planting  tree-harvesting  cycle.  The  latter  doesn't  get  ahead  of  the  former. 

In  discussing  Louisiana-Pacific's  other  undertakings,  Mr.  Merlo  explained  how 
and  why  he  keeps  headquarters  stalling  to  a  minimum:  "I  learned  quite  a  while 
ago  that,  if  you  give  someone  a  title,  the  first  thing  they  want  to  do  is  hire  someone 
to  do  their  work." 

AS  IF  THE  NATIONAL  GUARD  DIDN'T  HAVE  PROBLEMS  ENOUGH 


The  National  Guard  in  every  state  is  in  a  had  slate  for  bodies 
From  the  Korean  War  right  through  to  the  finale  in  Vietnam, 
the  Guard  was  daily  turning  down  hundreds  who  sought  to  join 
and  thus  avoid  the  draft  and  the  probability  of  bloody  service 
on  the  Asian  mainland. 

Volunteering  for  the  Serv  ices  began  to  lade  precipitously 
when  the  draft  ended. 
So  far,  varied  efforts  have  failed  to  fill  the  ranks. 


But  someone  should  promptly  ax  the  latest  proposal  from  ay 
federal  mediator  mediating  (would  you  believe  it!)  between  the) 
Texas  National  Guard  command  at  Austin  and  "representa- 
tives" of  the  troops.  He's  suggested  that  the  Saturday  soldiers 
in  this  outfit  take  a  vote  on  whether  or  not  they  wear  uniforms 
when  on  duty  or  whether  they  can  wear  whatever  it  is  they 
normally  wear  at  home  on  the  weekend. 

This  is  the  Army,  Mr.  Jones? 


DID  YOU  EVER  SEE 
SUCH  EXUBERANT  JOY? 


WHAT  A  MOVIE  IT'D  MAKE! 


As  you  can  see  from  thesei 
faces,    600   Parsippany,  N.J. 
schoolchildren  will  never  for- 
get  Children's  Book  Week. 

A  book  report  by  each  | 
youngster,  with  his  home  ad-j 
dress,  was  attached  to  heliuni- 
fillcd  party  balloons  and  carried! 
aloft  for  release  from  a  giant] 
hot-air  balloon. 

The  fact  that  their  school" 
principal  was  with  FoHBES  pi-j 
lot  Dennis  Fleck  in  the  gondola 
that  blew  awaj  with  the  wind 
might  have  contributed  a  mite 
to  the  kids'  ecstasy. 


Surely  some  Hollywood  studio  is  preparing  a  full-scale  pro-  in  bank  loans  and  to  major  stockholders,  actions  that  xvould 

duction  featuring  the  hiring-firing-rehiring  of  the  president  of  instantly  flush  the  rest  of  us  down  the  executive  drain  and  into 

Columbia  Pictures'  movie  and  television  divisions,   David  the  nearest  clink  become  forgivable-forgettable  "emotional" 

Begelman.  problems. 

II  a  guy's  genius  is  the  principal  collateral  for  Smultimillions        That  David's  some  bagel,  man! 
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COME  ON!  JOIN  THE  GANGS 
THAT  GET  THEIR  JOLLIES 
BEATING  UP  ON  BUSINESS! 

Ladies  and  gentlemen,  your  tax  dollars  are  paying 
for  this  Department  of  Justice  recruiting  adver- 
tisement appearing  in  the  Wall  Street  Journal.  ► 


WHEN  GETTING  THERE  COULD  BE  DELI  XI  RIOLS 


In  bygone  days  when  people  took  trains  and  railroads  took 
;tockholders,  the  ultimate  chic  was  the  private  railway  car. 

At  a  recent  happy  "21"  Club  dinner  celebrating  Pullman, 
nc.'s  100  years  of  listing  on  the  New  York  Stock  Exchange, 
hat  savvy  CEO,  Sam  Casey,  recalled  Mrs.  August  Belmont's 

THOSE  WHO  FEAR  FAILURE 

can  never  succeed  greatly. 


memorable  remark:  "A  private  railroad  car  is  not  an  acquired 
taste.  One  takes  to  it  immediately." 

Now  the  private  rolling  stock  is  pretty  much  for  the  nostalgia 
buffs.  But  the  old  Pullman  Palace  Car  Co.  itself  has  gone 
successfully  on  to  many  far  bigger  and  more  profitable  things. 

NO  ONE'S  A  LEADER 

if  there  are  no  followers. 


THE  UNBELIEVABLE  BLOWING  OF  KENNECOTT'S  WAD 


"In  buying  stocks,  buy  brains  and 
you'll  profit. "  That  was  the  investment 
philosophy — a  very  successful  one — 
of  Forbes  magazine  founder  B.C. 
Forbes.  "If  the  man  at  the  wheel  has 
character  and  brains,  his  company  and 
my  shares  in  it  will  do  well,"  he  liked 
to  say.  No  earnings  record,  no  pros- 
pects, no  balance  sheet  could  induce 
him  to  buy  stock  in  a  company  where 
he  had  a  poor  opinion  of  the  boss. 

This  writer  should  have  kept  his 
grandfather's  advice  in  mind  when  he 
took  a  flyer  (100  shares)  in  Kennecott 
Copper  early  last  year. 

On  paper,  the  case  for  Kennecott 
was  compelling.  The  company  would 
soon  have  some  $1  billion  in  cash  and 
marketable  securities,  more  than  $30 
a  share,  from  its  forced  sale  of  Pea- 
body  Coal.  The  stock  was  selling  at 
$26.  That  boodle  made  Kennecott  a 
tempting  takeover  target,  and  such 
tenders  usually  mean  a  hefty  premi- 
um over  market  value.  Kennecott  was 
worth  more  dead  than  alive. 

The  only  drawback:  Kennecott's 
reputation  for  poor  management.  Its 
managers  are  men  of  meager  talents. 
The  company's  per-ton  production 
costs — including  overhead — are  just 
about  the  highest  in  the  industry.  Its 
copper  mining  operations  have  not 
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been  adequately  maintained.  It  made 
a  series  of  not  very  successful  invest- 
ments in  the  1960s  and  early  1970s. 
When  it  bought  Peabody  in  1968, 
that  company  had  a  strong  executive 
team.  It  wasn't  long  before  it  had  a 
weak  one.  Peabody  departed  from 
Kennecott  in  a  feebler  condition. 

But  those  balance-sheet  numbers 
looked  good,  and  this  "investor" 
bought. 

Caving  In 

For  managements  too,  fools  and 
their  money  are  soon  parted.  In  July, 
Kennecott  astonished  labor  unions 
(and  the  industry)  by  unnecessarily 
giving  them  virtually  all  they  asked  for 
at  a  time  when  the  copper  industry 
was  undergoing  its  severest  financial 
squeeze  since  the  Great  Depression. 
The  unions  had  demanded  much,  but 
expected  much  less.  Americans  had  a 
four-month  supply  on  hand;  foreign- 
ers were  dumping. 

Why  the  quick  capitulation  to  la- 
bor? As  one  Kennecott  bargainer  put 
it,  "The  company's  overall  circum- 
stances had  to  be  considered."  The 
top  brass  believed  that  a  strike  would 
hurt  Kennecott's  stock  price,  perhaps 
triggering  a  takeover  attempt.  These 
men  were  willing  to  undermine  their 


company's  basic  business  to  preserve 
their  jobs  and  perquisites. 

But  that  foolishness  was  a  mere 
dress  rehearsal  for  Kennecott's  subse- 
quent move:  its  cash  bid  of  $565  mil- 
lion for  Carborundum,  an  abrasives 
manufacturer.  Carborundum  has  a 
fine  reputation,  but  Kennecott's  cash 
price  for  a  basic  industrial  company 
was  excessive. 

Once  more,  Kennecott  acted  with 
haste  to  forestall  that  much-feared 
tender.  Sadly,  too,  Carborundum's 
good  management  will,  in  all  prob- 
ability, be  adversely  affected  by  the 
incompetence  of  its  new  owners. 

Kennecott's  buy  is  one  of  the  most 
frivolous  dissipations  of  capital  in 
modern  corporate  history — one  of  the 
few  times  that  a  major  company 
stripped  itself  of  its  own  assets.  That 
kind  of  activity  is  usually  engaged  in 
by  a  corporate  raider,  not  by  a  well- 
established  team  of  longtime  execu- 
tives. Kennecott's  CEO,  Frank  Milli- 
ken,  has  become  the  Huntington 
Hartford  of  corporate  America  by  so 
blowing  his  company's  wad. 

This  writer  has  now  learned  what 
his  grandfather  had  long  known:  Bad 
managements  are  bad  investments. 
The  boss  is  more  important  than  the 
balance  sheet. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Greed  &  Naivite 

Louis  Rukeyser  tells  how,  after  a  re- 
cent speech  at  a  college  where  the  audi- 
ence, as  usual,  was  hostile,  naive,  and 
skeptical  about  the  stock  market,  he  was 
asked  by  a  young  lady  during  the  ques- 
t ion -and -answer  session: 

"Is  it  true  you  control  the  stock 
market?" 

The  question  was  so  ridiculous,  Hn- 
keyser  responded  in  kind.  Saying: 

"Yes,  I  do  control  it."  The  audience 
stirred,  and  Rukeyser  couldn't  resist. 

"I  call  ten  people  in  New  York  every 
morning  at  9:30  and  tell  them  what  I 
and  my  group  want  the  stock  market  to 
do.  We  pick  the  stocks  to  move  up  and 
down  big." 

The  people  in  the  audience  were  on 
the  edge  of  their  chairs  by  this  time. 

"Furthermore,  I'm  going  to  give  you 
three  stocks  that  will  double  in  the  next 
two  weeks." 

Rukeyser  swears  that  at  this  juncture 
at  least  half  of  the  audience  took  out 
pencil  and  paper. 

— Morgan  Stanley  &  Co.  newsletter 

You  Think  Our  Post  Office 
Has  Problems? 

Dear  Customer:  It  is  regretted  that 
the  enclosed  article  was  damaged  during 
transmission  through  the  postal  service 
during  transportation  aboard  the  "Indian 
Pacific."  The  bag  in  which  your  article 
was  enclosed  was  saturated  with  canine 
urine. 


The  damage  is  sincerely  regretted, 
however.  I  am  sure  you  will  understand 
that  the  incident  was  beyond  the  control 
of  Australia  Post 

— letter  reprinted  in  the 
Pacific  Islands  Monthly 

Star  Wars 

One  general  manager  of  a  troubled 
professional  team  told  me  that  the  single 
worst  thing  an  owner  can  do  is  to  estab- 


lish a  direct  line  of  communication  with  a 
star  athlete. 

"Once  that  athlete  knows  he  can  go 
around  the  coach  or  the  manager,  that  s 
it,  he  said.  "It's  like  throwing  a  match 
into  an  ammunition  dump." 

— Jeff  Greenfield, 
New  York  magazine 

Don't  Pray  for  Deflation 

Over  and  over  again,  we  hear  that  the 
world  "can't  live  with  inflation.  But  can 
the  world  live  with  deflation?  It  seems  to 
me  that  we  have  been  living  with  infla- 
tion (except  for  a  short  period  in  the 
Great  Depression  of  the  1930s)  since 


Archduke  Ferdinand  was  shot  in  1914.  It 
has  not  been  an  ideal  situation,  and  it  has 
been  very  tough  on  those  who  have 
loaned  money.  However,  the  past  6ff 
years  have  been  a  period  of  unusually 
rapid  growth,  a  period  in  which  the  stan- 
dard of  living  has  increased  more  and] 
faster  than  ever  before.  It  may  be  unor-« 
thodox  to  saj  so,  but  the  world  (and  the 
U.S.)  can  stand  5%  to  6%  inflation  better 
than  it  can  stand  5%  to  6%  deflation. 
Furthermore,  I  suspect  that  inflation. 


hard  as  it  is  to  control,  is  far  easier  to 
keep  in  check  than  deflation.  You  better 
not  pray  for  deflation! 

— Lucien  Hooper, 
Forbes  Magazine 

Handicapping  Handicap  Aid 

A  California  firm  spent  $40,000  lower-] 
ing  all  its  drinking  fountains  when  the: 
installation  of  paper-cup  dispensers,  at  a 
cost  of  $1.60  for  each  fountain,  would 
probably  have  brought  the  building  into 
compliance  with  the  Rehabilitation  Act., 

Common  sense  and  moderation  are] 
also  required  on  the  part  of  the  Govern-] 
ment  officials  charged  with  making  the 
regulations  work.  The  Rehabilitation  Act 
was  long  overdue  when  it  was  passed, 
and  .  .  .  potentially  a  great  boon  to  the; 
46  million  handicapped  people  in  the 
U.S.  ...  As  the  regulations  are  defined 
and  refined,  the  spirit  of  the  law  will  be 
more  important  than  the  letter.  Over- 
zealous  enforcement  would  drive  well-j 
meaning  institutions  to  distraction,  if  not 
out  of  business,  and  thus  handicap  soci- 
ety as  a  whole.  — Time 

Listen  to  Momma 

Like  the  scions  of  many  a  political 
family,  Maria  Shriver  has  been  lured  by 
the  glamour  of  the  media.  "I  want  to  get 
a  job  in  TV,"  she  said,  "starting  out 
maybe  as  a  newswriter.  But  eventually  I 
want  to  go  on  the  air."  The  21-year-old 
Georgetown  University  graduate  would 
like  to  work  in  Chicago,  New  York  or 
Philadelphia,  but  not  Washington.  Does 
the  family  name  help  in  her  job  hunt? 
"I'm  not  using  connections — I  want  to  do 
it  on  my  own."  Said  her  mother,  Eunice: 
"Dream  on,  dear.  —  "W 


The  truth  is  that  grief  and  the  sadness  of  parting,  and  sorrows 
that  seem  eternal  are  mitigated  by  time,  but  they  leave  their 
memories  and  their  scars  and  we  would  not  have  it  otherwise. 

—Anthony  Eden,  "Another  World:  1897-1917" 
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The  new  breed  of  decision  maker. 


\z  man  who 
tows  exactly 
nere  his 
impany  stands 
I  always. 

information  you  need  for  the 
1,'  facets  of  financial  planning  — 
Ileting,  performance  tracking 
Importing,  analyzing  cash 
Bbapital  expenditures  ...  is 
Stably  there  on  your  computers, 
[(objective:  retrieve  it .  .  . 
||ly  —  in  the  formats  you  require 

Hs  precisely  how  EIS  (Execu- 
Hiformation  Services)  gives 
■In  advantage.  It  enables  you 
Ijiw  on  information  from  the 
lies  within  your  organization 

■  you  what  you  need  to  know. 
Hi  the  details  ...  the  mean- 

■  facts  that  sum  it  up  and  put 
^perspective. 

U  a  comprehensive  and  flex- . 
Ijlanning  tool  for  financial  de- 
lft makers.  It  was  designed  by 
■pal  experts.  It  gives  you  in- 
||tion  .  .  .  immediately  .  .  .  that 
I  Duld  get  from  other  sources  .  . 
|jba//y.  And  that  separates  the 
Isjreed  of  decision  makers 
■the  others. 

Kan  reach  easily  into  every 
Hpf  control  and  planning  to 
I  are  performances,  analyze, 
fl9>lidate,  make  projections 
Ipsess  alternate  strategies 
■JyVhat  if?"  questions.  You  or 
Ittaff  can  do  modeling  from 
lilata  bases  and  create  the 
liation  you  need  for  timely 
less  decisions.  EIS  responds 
Mr  English  language  com- 
Ms  .  .  .  and  answers  you  with 
I  jess-oriented  information  .  .  . 
■tyta  processing  jargon. 

iaonds,  EIS  generates  re- 
l| pie  charts,  bar  and  line 
■tjs,  etc.  —  in  the  formats 
■efer. 

t  he  in  a  series  of  BCS  prod- 
1  pr  financial  decision  making, 
lithe  new  breed  of  decision 


maker  a  tool  that  is  light  years 
ahead  of  any  other.  Which  ex- 
plains why  in  the  first  six  months 
of  its  introduction  more  than  100 
corporations  and  government 
agencies  decided  they  needed 
EIS.  There  are  more  every  day. 
You  will  see  why  in  our  brochure 
that  explains  some  of  the  things 
you  can  do  with  EIS.  For  your 
copy,  or  a  personal  appointment 
send  in  the  coupon  today  or 
phone  (201)  540-7700. 


Leading  the  way  for  the  new  breed  of  decision  maker. 


BCS 


BOEING  COMPUTER  SERVICES 


I 


1 77  Madison  Ave..  Morristown,  NJ  07960  (201)  540-7700 

Please  provide  me  with  more  information  on  EIS. 

□  Send  me  your  brochure. 

□  Have  your  representative  call  for  an  appointment. 

Name   

Title   Phone  


Organization 
Address   


City/State/Zip 
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The 1978 /BuickcElectra. 
Intelligence  and  elegance. 


When  people  think  about  buying 
a  luxury  car,  quite  naturally,  the 
name  Buick  usually  gets  mentioned. 

After  all,  we've  spent  over  75 
years  now  building  a  rather  impres- 
sive reputation  in  that  area. 

And  when  you  see  the  new  Bectra, 
it  should  be  quite  evident  that 

An  interior  designed 
to  amaze  and  delight  you. 


we  haven't  lost  our  touch,  from  the 
crisp,  yet  classic  styling  outside,  to 
the  rich,  lush  interior,  it's  all  there.  All 
the  prestige,  the  tradition  the 
elegance,  you'vo  come  to  expect 
from  Buick. 

In  short,  it's  a  luxury  car  that 
would  be  at  home  in  any  day  and  age. 


The  feat  we  re  proudest  of, 
however,  is  the  downright  exemplary 
manner  in  which  we've  attuned  the 
new  Bectra  to  the  needs  and  wants 

of  this  day  and  age. 

Consider,  for  instance,  the  fact 
that  this  full-size  luxury  car  sits  on  a 
wheelbase  occupied  by  some  mid- 
size cars  of  only  a  few  years  ago. 
Thus  making  it  lithe  and  nimble.  Easy 
to  park.  And  it  con- 
serves  fuel  rather 
'/T^^x  effectively. 

In  fact,  according 
to  the  EPA,  an  Bectra 
with  standard  350-cu. -in. 
(5.7  litre)  engine  and 
automatic  transmission 
got  an  estimated  22  mpg  in 
the  highway  test,  and  15 
in  the  city,  for  a  combined 
figure  of  18  mpg.  Remember, 
these  are  estimates.  (The 
mileage  you  get  may  vary  depend- 
ing cn  how  and  where  you  drive, 
the  car's  condition  and  howit'sequip- 
ped.  And  EPA  estimates  are  lower 
in  California. J  Bectra  models  are 
equipped  with  GM-built  engines 
supplied  by  various  divisions.  See 
your  dealer  for  details. 

Yet,  for  all  its  trim  dimensions 


Electra. 
22  mpg  highway.  15 mpg  city; 
Another  engineering  marvel. 

outside,  the  interior  of  Bectra  con- 
tinues to  be  an  absolutely  astounding 
place  With  such  wonders  as  a 
quartz-controlled  clock,  and  power 
windows,  standard.  Bus  lots  of  head 
room,  leg  room,  trunk  room  for 
you.  your  passengers  and  your 
belongings. 

The  1978  Buick  Electra. 
The  kind  of  elegance  and  elan  Buick 
owners  have  always  demanded. 
Combined  with  the  kind  of  engi- 
neering the  times  demand.  A  rather 
neat  trick,  if  we  do  say  so  ourselves. 


wA  little  science. 
<A  little  magic. 


Forbes 


Bill  Miller's  Parting  Gift 

As  Bill  Miller  leaves  Textron  for  the  Fed,  he  regrets  Lockheed 
got  away.  Still  there's  his  new  deal  with  Allied  Chemical. 


Lockheed 
years  back, 


virtually  bankrupt  a  few 
has  been  one  of  the  hottest 
stocks  on  the  Big  Board  since  1974,  ris- 
ing from  under  4  to  19.  Every  time  G. 
William  Miller,  who  is  slated  to  replace 
Arthur  Burns  as  head  of  the  Federal 
Reserve  Board,  thinks  about  this  he  gets 
ittle  angry,  because  for  a  cash  invest- 
ment of  just  $85  million,  Miller's  Textron 
Inc.  could  have  ended  up  with  12  million 
Lockheed  shares  and  a  paper  profit  of 
$180  million  on  the  common  shares,  not 
to  mention  the  potential  gains  from  addi- 
tional holdings  of  Lockheed  preferred 
stock,  too.  The  deal  finally  fell  through 
because  Wall  Street  analysts  felt  Textron 
was  getting  into  a  mess  and  began  to 
bum  rap  it's  stock.  Miller,  alarmed, 
pulled  out. 

"Here  was  a  chance,"  Miller  laments, 
to  get  a  45%  ownership  in  a  $3.2-billion 
company  and  to  go  in  as  chief  executive 
officer  and  call  the  shots.  Lockheed  was  a 
once-in-a-lifetime  opportunity."  Mil- 
ler is  a  little  bitter. 

"Security  analysts,"  he  complains, 
look  only  one  quarter  to  six  months 
ahead.  They  make  it  hard  for  a  big 
company  to  do  a  big  deal  fraught  with 
risk."  So  Miller  has  bided  his  time. 

Not  until  last  year  did  he  try  an- 
other major  deal,  which  if  completed, 
will  make  Textron  a  9.6%  owner  of 
Allied  Chemical,  a  company  as  big  as 
Textron  itself  (each  had  estimated 
1977  sales  in  the  $2.8-billion  range). 

Is  a  merger  in  the  offing?  Forbes 
recently  asked  Chairman  Miller.  No, 
he  replied.  Here  s  his  story: 

Miller,  an  Allied  director  since 
1973,  was  approached  last  spring  by  a 
former  board  member,  Jacques  Sol- 
vay, a  Belgian,  whose  family  com- 
pany, Solvay  et  Cie.  owned  9.6%  of 
Allied  at  the  time.  The  Belgians  want- 
ed out.  They  wished  to  expand  their 
own  U.S.  oil  and  gas  interests  and 
feared  antitrust  problems  with  Allied, 
a  factor  in  that  business. 

But  sell  to  whom?  In  a  saggy  stock 
|market  you  can't  sell  2.7  million 
shares  of  a  big  company's  stock  with- 

Iaut  hurting  the  price.  Nor  did  Solvay 
rant  to  sell  to  someone  who  might  try 
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a  takeover.  So,  says  Miller:  "Jacques  Sol- 
vay thought  we  were  the  logical  buyer. " 

Miller  and  his  Textron  board  agreed. 
Textron  would  buy  Solvay's  Allied  stock 
over  2'/2  years  in  quarterly  installments 
at  a  price  based  on  the  average  Big  Board 
price  over  the  preceding  three  months. 
(Textron  has  an  out  if  Allied  rises  beyond 
a  certain  level.) 

Textron,  meanwhile,  will  be  buying 
into  some  favorable  arithmetic.  Under 
Chairman  John  T.  Connor,  the  once- 
sleepy  Allied  has  made  a  considerable 
turnaround.  It  has  developed  big  oil  and 
gas  reserves  in  the  North  Sea  and  Indo- 
nesia. Its  earnings  per  share,  about  $4.75 
last  year,  have  doubled  since  1972.  With 
its  oil  earnings  beginning  to  gush,  ana- 
lysts think  Allied's  earnings  will  rise  50% 
this  year  to  $7  a  share  and  maybe  to  $10 
by  1979.  So  far,  Textron  has  acquired 
800,802  shares  at  an  average  cost  of  $45. 
If  the  market  remains  down,  Textron 


Miller  Last  Month  At  Textron:  Before  packing 
for  Washington,  one  last  deal  to  expand  the 
firm's  horizons  .  .  .  and  guard  its  flanks. 


may  get  Solvay's  full  9.6%  of  Allied's 
shares  for  as  little  as  $122  million. 

Until  that  9.6%  is  safely  in  Textron's 
vaults,  Textron  cannot  easily  buy  addi- 
tional Allied  shares.  To  do  so  would  be  to 
put  upward  pressure  on  the  stock  price 
and  thus  increase  the  cost  of  the  stock 
Textron  is  buying  from  Solvay.  But  after 
1979,  there  is  nothing  to  prevent  Textron 
from  either  buying  more  Allied  stock  in 
the  open  market  or  making  a  friendly 
tender  offer  for  more.  If  Textron  could 
get  a  total  of  20%,  it  could  consolidate 
that  much  of  Allied's  earnings  into  its 
own  profit  statement.  That  would  help 
Miller's  successors  continue  to  meet  his 
goals  of  10%  annual  earnings  growth. 

All  this,  moreover,  without  any  borrow- 
ing or  dilution  to  Textron's  own  stock- 
holders. With  a  cash  flow  of  well  over  $  100 
million  a  year  and  relatively  small  capital 
needs,  Textron  could  easily  handle  a  hefty 
investment  in  Allied  over  a  period  of  time 
without  any  borrowing. 

Textron  could  well  use  a  shot-in- 
the-balance-sheet  of  this  sort.  With 
conglomerates  out  of  favor,  its  stock 
now  sells  at  less  than  seven  times 
earnings  and  at  a  premium  of  about 
10%  over  1977  year-end  book  value. 
Textron  looks  tempting.  With  such  a 
low  price  on  its  earnings  and  on  its 
assets,  it  is  hardly  safe  from  takeover. 

So,  there  is  a  very  nice  added  divi- 
dend in  the  deal  both  for  Allied  and 
for  Textron.  As  attractive  companies, 
with  stocks  depressed,  both  are  in 
danger  of  takeover.  But  once  they  get 
into  bed,  the  danger  would  be  les- 
sened. What  oil  or  chemical  company 
could  take  over  Textron  if  it  had  a 
major  interest  in  oil-  and  chemicals- 
producing  Allied?  And  with  Textron 
holding  20%  of  the  stock,  what 
chance  would  an  unfriendly  takeover 
of  Allied  have? 

True,  the  Allied  deal  doesn't  have 
the  thrill  of  the  old  Lockheed  deal.  But 
it's  a  no-risk,  low-cost  way  to  expand 
Textron's  horizons  and  strengthen  its 
defenses.  As  he  packs  to  leave  for 
Washington,  Bill  Miller  has  the  satis- 
faction of  knowing  he  has  pulled  off  at 
least  one  major  deal  for  Textron.  ■ 
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Ah,  Tax  Shelters!  What  Horrors 
Are  Committed  In  Thy  Name 

A  good  resolution  for  the  new  year:  Don't  let  your  urge  to  beat 

the  tax  collector  get  the  best  of  you — as  Cal-Am's  customers  may  have. 


By  PAUL  BLUSTEIN 

With  Ellen  Melton  and  Sarah  Hardesty 

In  1976  Congress  tried  to  close  a  scream- 
ing loophole  in  the  tax  laws  by  limiting 
the  use  of  nonrecourse  loans  as  a  means 
of  gaining  big  tax  shelters  with  relatively 
small  investments.  But  it  didn't  close  the 
loophole  completely — much  to  the  glee 
of  Los  Angeles-based  Cal-Am  Corp., 
which  is  run  by  a  lawyer  named  Joseph 
R.  Laird.  Boldly  exploiting  what  seemed 
a  small  remaining  hole  in  the  law,  Cal- 
Am  has  resurrected  nonrecourse-loan  tax 
shelters  into  big  business.  In  1976  alone 
it  reaped  $39  million  in  cash,  and  its 
customers  claimed  several  times  that 
amount  in  tax  deductions.  From  where 
Joe  Laird  sits,  things  look  very  good. 
Except  for  one  thing.  Complains  a  Cal- 
Am  sales  official:  "We  would  have  done  a 
lot  more  business  this  year  if  the  Securi- 
ties &  Exchange  Commission  hadn't 
been  on  our  backs." 

The  SEC  has  characterized  some  of 
Cal-Am's  shelters  as  a  "massive,  com- 
plex, nationwide  scheme  to  defraud  the 
public.  The  Internal  Revenue  Service  is 
not  very  happy  about  the  whole  oper- 
ation, either.  Says  Richard  Fish,  a  West 
Coast  tax  expert:  "In  my  opinion  these 
guys  are  selling  cute  schemes  that  will 
not  be  sustained  on  audit  by  the  IRS;  the 
investor  will  lose  his  money  and  his  de- 
ductions— and  invite  further  IRS  atten- 
tion in  the  process." 

What  has  Cal-Am  been  selling  that  is 
dangerous  to  investors  and  yet  apparent- 
ly irresistible  to  them?  Two  things.  One 
is  master  recordings  for  phonograph  rec- 
ords and  tapes.  The  other  is  coal  leases. 
When  Congress  cracked  down  on  nonre- 
course loans  it  did  not  explicitly  ban 
them  for  individual  investors  in  these 
two  areas,  plus  a  few  others,  like  book 
manuscripts.  Cal-Am  s  Laird  is  getting 
rich  on  this  tiny  loophole. 

A  nonrecourse  loan  deal  works  like 
this:  You  buy  a  book  manuscript  for,  say, 
$100,000,  but  you  don't  pay  much  of  it  in 
cash.  You  put  down  $10,000  in  cash  and 
sign  a  nonrecourse  note  for  $90,000.  Us- 
ing accelerated  depreciation  you  might 
be  able  to  write  off  half  the  total  invest- 


ment in  the  first  year.  For  a  man  in  a 
50%  bracket,  that  tax  writeoff  would  be 
worth  $25,000.  The  following  year  he 
can  take  another  big  writeoff.  But  he  put 
up  only  $10,000.  Isn't  he  still  liable  for 
the  $90,000  note?  Not  necessarily.  If  the 
book  isn't  panning  out,  he  can  walk  away 
from  it.  That  s  what  nonrecourse  loans 
are  all  about;  The  "lender"  has  no  re- 
course to  the  investor's  other  assets. 

There  s  a  little  problem, 
to  be  sure.  If  you  walk  away 
after  putting  in  only  $10,000 
but  taking  $100,000  in  de- 
preciation, Internal  Rev- 
enue will  want  to  see  you. 
They  will  say  that  you  owe 
them  taxes  on  the  difference 
between  $10,000  and 
$100,000.  But  as  long  as 
you've  got  the  cash  to  pay 
the  taxes,  never  mind. 
You've  at  least  had  the  use 
of  the  government's  money 
for  a  couple  of  years. 

And  if  you  want  to  cut 
some  corners,  you  can  just 
"forget"  about  the  loan  and 
hope  IRS  forgets,  too. 

A  few  years  back,  this 
nonrecourse  loan  gimmick 
was  extremely  popular  in  oil 
and  gas  drilling  programs, 
equipment  leasing,  movies 
and  farming.  Congress  elim- 
inated the  gimmick  by  limit- 
ing the  amount  of  the  tax 
deduction  to  the  amount  ac- 
tually "at  risk" — that  is  the  amount  actu- 
ally paid  in  or  covered  by  a  normal  re- 
course loan.  * 

For  some  reason,  Congress  didn't  in- 
clude coal  leases  and  master  recordings 
in  the  "at  risk"  limitations.  But  Internal 
Revenue  is  trying  to  close  the  coal  and 
master-recording  loopholes,  among  oth- 
ers, by  issuing  new  revenue  rulings.  If  it 
succeeds,  Cal-Am  investors  may  be  bad- 
ly hurt. 

Who  is  Cal-Am?  How  did  it  get  so  big 

*Except  in  real  estate  investments,  where 
nonrecourse  mortgage  loans  are  accepted 
practice. 


with  so  questionable  a  product? 

From  relative  obscurity  in  1975,  Cal- 
Am  has  become,  in  the  words  of  one  tax- 
shelter  specialist  who  takes  no  pleasure 
in  saying  so,  "one  of  the  biggest  names 
presently"  in  tax  shelters  nationwide. 
The  company  has  perhaps  the  largest 
network  of  independent  sales  contractors 
in  the  tax-shelter  industry;  they  number 
several  hundred. 


Cal-Am  Lawyer  John  Crooks:  A  master  recording 
that  costs  $1,500  cash  could  be  appraised  for 
$125,000,  he  says,  and  support  big  writeoffs. 


Legions  of  prospective  salespeople 
have  been  flown  into  Los  Angeles,  met 
at  the  airport  by  chauffeured  limousines 
and  treated  to  lavish  banquets  before 
undergoing  a  short  course  in  Cal-Am's 
shelter  programs.  Listen  as  William  A. 
Kilpatrick,  who  runs  a  Cal-Am-afRliated 
sales  organization,  addresses  a  group  of 
prospective  salesmen:  "It  is  not  -neces- 
sary to  become  a  tax  expert  to  sell;  the 
program  was  put  together  by  experts. 
You  only  need  know  the  results  for  your 
client.  Your  product  is  so  good  that  a 
trained  collie  with  a  note  in  his  mouth 
should  be  able  to  bring  back  a  contract  if 
you  don't  confuse  him  by  trying  to  make 
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memorize  the  U.S.  tax  code.  Just  be 
collie,  scratch  the  door,  hold  note  in 
uth,  hand  customer  the  contract,  and 
ely  you  can  figure  out  where  to  spend 

paycheck  with  no  help  from  me. 
Here  s  the  way  Cal-Am  s  master-re- 
ding deal  works:  A  Cal-Am  affiliate 
you  a  master  recording  that  has 
n  cut  by  an  obscure  artist.  You  pay 
J125.000.  which  consists  of  a  .$20,000 
lown  payment  $10,000  this  year. 
;  10. 000  next  year,  in  cash)  and  a 
"105,000  nonrecourse  note.  The  note  s 
jrincipal  and  interest  (6"^  a  year)  is  due 
it  the  end  of  seven  years.  * 

Using  liberal  depreciation  methods 
ou  can  deduct  a  fat  percentage  of  the 
! 125. 000  right  away,  and  take  a  10^ 
$12,500'  investment  tax  credit  right  off 
he  bottom  line  of  your  tax  bill.  Next 
you  take  another  writeoff. 
Okay,  but  you  re  not  home  free  yet. 
bu  actually  have  to  try  to  make  the 
rd  a  profitable  success.  Otherwise, 
IRS  is  likely  to  accuse  you  of  having 
ested  in  the  master  purely  for  the 
irpose  ot  avoiding  taxes — a  "sham 


awver-President  Joseph  Laird:  Cal-Am  does 
^ell  its  coal  program  investors  about  the  land 
hey  lease  until  after  thev  put  up  their  monev 


insaction — and  that  s  iflegal- 
But  never  tear:  you  don  t  have  to  he- 
me a  record  mogul.  Cal-Am  provides 
u  with  a  list  of  distributors  who.  for  a 
?  will  make  a  "bona  fide  effort"  to 
stribute  records  cut  from  the  master. 
d-Ams  sales  literature  even  provides  a 
mple  contract  for  you  to  sign  with  the 
rtributor  you  choose. 
Cal-Am  dutifully  warns  you  in  its  sales 
erature  that  there  may  be  one  big 
oblem:  the  S 125. 000  purchase  price, 
le  IRS  has  announced  that  it  will  seru- 

nless — surprise'. — the  record  makes  mon- 
Then  you  pay  it  down  out  of  income. 


tinize  tax  returns  in  which  the  "fair  mar- 
ket value"  of  property  is  less  than  the 
nonrecourse  debt  used  to  pay  for  it.  But 
if  $125,000  sounds  like  too  much  to  pav 
for  a  master  recording  by  an  unknown 
artist,  sit  tight:  Cal-Am  provides  you 
with  two  appraisals  by  experts  in  the 
music  recording  business  who  will  attest 
to  its  value. 

The  IRS.  of  course,  may  contest  the 
appraisals — particularly  in  light  of  what 
one  record-industry  source  told  Forbes  : 
"I  visited  Cal-Am  several  months  ago 
because  I  thought  they  were  interested 
in  purchasing  good  master  recordings. 
They  looked  at  me  like  I  was  crazy.  [A 
Cal-Am  official]  said:  "Can  you  get  me 
records  for  $1,000  or  $1,500  apiece?' 
And  I  said  to  him.  'No.  I  can  t.  He  said. 
That's  the  price  scale  I'm  looking  for. 
And  I  said  to  him,  That's  impossible. 
You  re  going  to  have  two  cellists  banging 
their  cellos  together  for  $1,000.'  He  said. 
T  don't  care  what  we  have.'  "  (Our 
source  adds  that  a  typical  cost  for  pro- 
ducing a  good  master  recording  is  be- 
tween $45,000  and  $100,000.  > 

Actually.  Cal-Am  doesn  t 
pay  only  $1,500  for  its  mas- 
ter recordings.  It  usually 
"pays'  many  times  that 
amount.  The  cash  payment 
may  be  only  a  couple  of 
thousand  dollars,  a  Cal-Am 
spokesman  allows,  but  Cal- 
Am  throws  in — you  guessed 
it — a  nonrecourse  note  for 
tens  of  thousands  more. 
Will  that  convince  the  IRS 
that  the  recording's  feir 
market  v  alue  is  in  the  neigh- 
borhood of  $125,000?"  It 
seems  unlikely. 

Even  if  you  manage  to 
escape  challenge  on  your 
deductions  and  credits  by 
the  IRS,  you  still  may  have 
problems.  Remember  how 
you  paid  for  the  master  re- 
cording: $20,000  down. 
$105,000  in  a  seven-year, 
nonrecourse  note.  Let's  as- 
sume the  record  has  tailed 

  to  bring  in  more  than  a  tew 

dollars  of  income  for  you  at 
the  end  of  seven  years.  So  you  decide  to 
detkult  on  the  note.  If  you  did.  you'd 
find  yourself  stuck  with  a  huge  tax  bill. 
After  alL  you  signed  a  note  for 
$105,000.  deducted  that  amount  from 
vour  taxes,  and  have  now  said  that  you 
never  intend  to  pay  it  off.  So  the 
$105,000.  and  possibly  more,  is  sudden- 
ly  "recaptured"  into  income  the  mo- 
ment your  debt  is  wiped  out. 

In  other  words,  you  d.  better  have  a 
very  big  wad  of  cash  ready  to  hand  over 
to  Internal  Revenue.  But  there  is  a  way- 
out.  The  nonrecourse  note  is  renewable 
at  y  our  option.  So  you  can  roll  it  over  for 
another  seven  years,  and  postpone  the 


day  of  reckoning. 

Okay,  but  at  the  end  of  14  years, 
you've  got  the  same  problem.  That  point 
was  raised  during  a  meeting  with  a  Cal- 
Am  official,  Don  Ferrari,  who  was  talk- 
ing to  a  group  of  prospective  Cal-Am 
salesmen.  "Some  people,"  Ferrari  said 
with  an  expression  of  mock  sadness,  "will 
have  lapses  of  memory  at  the  end  of  14 
years." 

Now  take  Cal-Am  s  coal  shelter.  In 
this  deal  you  lease  property  containing 
coal  from  a  Cal-Am  affiliate,  and  deduct 
around  $4  from  your  taxable  income  for 
every  $1  in  cash  you  put  up.  A  4-to-l 
writeoff  is  tar  in  excess  of  that  offered  by- 
most  legitimate  tax  shelters  these  days. 
But  here  s  how  you  manage  it:  You  pay 
"advance  royalties  to  the  Cal-Am  affili- 
ate, of  which  25^r  is  cash  and  the  rest  is 
nonrecourse  notes.  The  following  year, 
you  repeat  the  procedure  and  take  more 
writeoffs.* 

The  coal  shelters  have  sold  extremely 
well  even  though  the  LRS  recendy  issued 
regulations  designed  to  stricdy  limit  de- 
ductions for  advance  royalties,  and  law- 
yers with  whom  Forbes  consulted  were 
dubious  about  whether  Cal-Am's  cus- 
tomers would  be  able  to  circumvent 
those  regulations. 

Meanwhile,  back  to  the  coal.  A  knowl- 
edgeable inv  estor  picking  up  one  of  Cal- 
Am  s  recent  coal-shelter  offerings  would 
probably  be  struck  by  the  rather  unusual 
"geologist's  report"  in  the  back  of  the 
literature. 

The  reports  contain,  a  {air  amount  of 
information  about  Wyoming  and  Colora- 
do, and  some  information  about  the  esti- 
mated coal  resources  in  several  parts  of 
those  states.  But  the  reports  do  not  actu- 
ally reveal  the  exact  location  of  the  acre- 
age that  an  investor  will  be  leasing.  In- 
deed, the  reports  contain  hardly  any  of 
the  vital  information  that  an  investor  in- 
terested in  a  coal  venture  might  normal- 
ly expect  to  see.  There  is  no  mining  plan: 
no  mention  even  of  whether  the  coal  will 
be  deep-mined  or  strip-mined.  There  is 
no  mention  of  the  environmental  or  reg- 
ulatory problems  involved  in  mining  the 
acreage.  Says  one  incredulous  coal  ex- 
pert who  examined  Cal-Am  s  offering 
material:  "These  are  basics  that  no  one 
who  thinks  about  investing  in  a  mineral 
resource  would  overlook,  and  they  just 
aren't  there." 

Laird,  in  reply,  was  happy  to  produce 
a  handful  of  geologists,  mining  engineers 
and  environmental  experts  to  vouch  for 
the  results  of  drilling  tests  recently  per- 
formed on  12.000  of  the  80.000  acres  thai 
Cal-Am  leased  in  Wyoming  for  its  19"  3 
coal  investors.  The  results  -now.  the  ex- 
perts say.  that  these  12,000  acres  certain 
200  million  tons  of  economically  recover- 

*ln  the  coal  deal,  the  inceitor  may  face  a  huse 
tax  liabdity  in  the  future  that  is  far  worse  than 
that  invoiced  in  the  record  deal. 
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able  reserves — which  is  even  more  than 
the  180  million  tons  the  investors  were 
promised.  What's  more,  says  H.  Jean 
Baker,  a  mine  engineering  consultant 
introduced  to  Forbes  by  Laird,  "it  is 
probable  that  the  remaining  68,000 
acres,  when  similarly  drilled,  will  reveal 
a  significant  amount  of  additional  re- 
economically  recoverable  by  con- 
ventional mining  methods. 

Maybe  so.  But  Forbes  consulted  a 
highly  regarded,  independent  geologist 
who  thought  differently.  He  has  not  seen 
the  results  of  the  drilling  tests,  but  it 
turned  out  that  he  is  very  familiar  with 
much  of  the  land  Cal-Am  has  leased 
because  he  was  asked  to  appraise  it  by 
people  selling  leases  to  Cal-Am.  He  con- 
firms that  some  of  the  properties  are 
good  coal-bewaring  lands.  But  he  adds 
that  most  of  the  land  he  was  asked  to 
appraise  was  "just  all  dreams    as  far  as 


the  recoverability  of  the  coal  is  con- 
cerned. "They've  taken  a  lot  of  stuff  that 
no  one  else  wanted,"  he  says.  "They  are 
combining  some  things  that  are  very 
good — like  the  Welch  mine,  which  is  a 
good  mine,  and  is  sort  of  a  showcase  for 
them — with  some  things  that  are  very 
poor,  with  nothing  in  between.  That  is 
what  is  called  in  the  business  combining 
some  real  nuggets  with  goat  pasture. 
There  is  just  enough  window  dressing  to 
make  it  look  okay.'' 

Another  top  Wyoming  geologist  famil- 
iar with  Cal-Am's  property  agrees  and 
adds  that  whether  the  coal  is  there  or 
not,  many  of  Cal-Am's  leases  are  rela- 
tively small,  isolated  parcels  of  land, 
spread  throughout  the  state.  Cal-Am's 
own  mining  experts  vigorously  assert 
that  the  leases  can  be  mined  economical- 
ly regardless  of  that  fact.  But  this  inde- 
pendent geologist  is  far  less  sanguine. 
"While  you  can't  rule  out  development 
for  that  reason,"  he  says,  "it  would  be 
pretty  hard  to  make  any  money." 

One  possibility  for  exploiting  some  of 
the  coal,  Laird  declares,  is  in  situ  min- 
ing— a  term  that  means  mining  "in 
place."  It  is  a  process  involving  gasifying 
coal  that  is  too  deep  to  mine  economical- 
ly by  burning  it  in  the  ground.  "Six 
months  from  now — I'm  not  making  this 
prediction,  but  in  six  months,  the  tech- 
nology could  come  up,  and  probably 
will,  so  that  you  can  recover  the  coal  at  a 
tremendous  amount  more  profit  in  situ 
than  today  s  technology  can,  says  H. 
Jean  Baker,  Laird's  mine  engineering 
expert. 

Coal  industry  sources  dismiss  Baker's 
contention  as  ridiculous.  In  situ  exploita- 


tion of  coal  reserves,  they  say,  is  a  tech- 
nique that  will  take  decades  to  develop 
to  the  point  of  economic  feasibility — if  it 
ever  is  at  all. 

Pressed  about  why  so  little  of  this  kind 
of  information  is  included  in  the  offering 
material,  Laird  replies:  "We  don't  ever 
want  people  to  buy  our  programs  based 
on  [their]  economics" — a  statement  that 
would  cause  most  legitimate  tax-shelter 
operators  to  pale,  tremble  and  probably 
faint.  "If  we  find  that  anybody's  going  to 
purchase  a  program  from  us  based  on  the 
expectation  or  necessity  of  receiving 
money,  we  recommend  he  not  buy  it— 
in  fact,  we  will  not  sell  it  to  anybody  who 
says,  'I  need  the  income  from  this  pro- 
gram. Our  salesmen  are  told  very  spe- 
cifically never  to  make  a  sale  [on  that 
basis],  because  this  is  a  tax-shelter  pro- 
gram" Laird  explains  that  once  an  inves- 
tor has  bought  the  program,  he  is  then 


provided  with  information  about  the 
coal.  But  the  investor  must  first  be  inter- 
ested in  saving  taxes — not  making  mon- 
ey from  his  investment. 

Isn't  it  illegal  to  take  a  deduction  on 
such  a  basis?  Laird's  reply:  "That  is  not 
the  law.  The  law  is  that  there  has  to  be 
some  economic  basis  for  a  program.  The 
fact  is,  I  [as  a  taxpayer]  can  stipulate  that 
I'm  going  into  this  program  for  one  rea- 
son only,  and  I  would  never  go  into  it  for 
any  other  reason  than  making  a  saving  on 
my  taxes. 

"We  don't  tell  the  investor  that  there 
is  no  economics  [in  the  program].  We 
say,  we  will  not  discuss  this  [economic] 
aspect  with  you.  We  are  saying,  we  be- 
lieve that  this  is  a  valid  shelter  program, 
and  that  an  element  of  a  valid  shelter 
program  is  economic  vitality.  We  there- 
fore represent  that  this  has  economic 
reality." 

According  to  independent  tax  counsel 
consulted  by  Forbes,  Laird's  interpreta- 
tion of  the  law  appears  to  be  an  extreme 
one.  "In  my  opinion,  the  law  is  that  the 
transaction  must  be  entered  into  for 
profit,  with  profit  potential  commensu- 
rate with  the  risk  involved,"  says  Her- 
bert Schwartz  of  Los  Angeles'  Troy,  Ma- 
lin  &  Pottinger.  (Think  of  it  this  way:  A 
master  recording  of  two  cellists  banging 
their  cellos  together  could  be  said  to 
have  "some  economic  basis."  But  it 
would  hardly  meet  the  standard  of  "prof- 
it potential  commensurate  with  the  risk 
involved.") 

A  federal  court  last  month  slammed 
Cal-Am  with  a  temporary  restraining  or- 
der sought  by  the  Securities  &  Exchange 
Commission  prohibiting  the  company 


and  its  affiliates  from  selling  its  coal  tax 
shelters.  According  to  the  SEC,  Cal- 
Am's  coal  programs  were  securities  but 
hadn't  been  registered  as  required  by 
the  law. 

As  soon  as  the  restraining  order  was 
issued,  a  new  coal  deal  "prospectus"  ap- 
peared in  salesmen's  offices.  It  was  virtu- 
ally a  carbon  copy  of  the  Cal-Am  coal 
deal — with  exactly  the  same  coal  lease, 
exactly  the  same  fees,  exactly  the  same 
legal  opinion  (except  that  a  new  law  firm 
had  been  substituted).  The  only  signifi- 
cant difference  was  the  name  of  the  com- 
pany— Spruce  Productions — and  the  sig- 
natory, one  William  J.  Werner.  Wer- 
ner's name  was  not  specifically  men- 
tioned in  the  restraining  order;  nor  was 
Spruce  Productions.  But  Werner  is  no 
stranger  to  Cal-Am's  wheelings  and  deal- 
ings. He  is  the  lawyer  who  signed  the  tax 
opinion  letter  in  Cal-Am's  coal  deal  that 
was  halted  by  the  court  order. 

Laird  admits  that  he  knows  about  the 
Spruce  Productions  lease,  but  denies 
any  connection  with  it.  But  according  tol 
one  tax-shelter  salesman  who  receives 
Cal-Am's  shelter  offerings  through  its 
sales  network:  "My  [Cal-Am]  wholesaler 
told  me  that  they  had  anticipated  what 
the  SEC  was  going  to  do,  and  that  this 
[Spruce]  deal,  which  was  really  the  same 
deal  as  before,  should  simply  be  substi-| 
tuted  for  the  old  deal." 

Meanwhile,  the  SEC's  charge  that 
Cal-Am  has  been  selling  unregistered 
securities  may  provoke  Cal-Am's  cus- 
tomers into  filing  lawsuits  against  Cal- 
Am,  its  salesmen,  broker-dealers  or  oth- 
ers involved  in  the  investment  transac- 
tion. Yet  some  tax-shelter  experts  famil- 
iar with  Cal-Am's  operations  doubt  that 
many  customers  will  sue  for  refunds, 
because  they  presumably  invested  in 
Cal-Am's  shelters  solely  for  the  writeoffs. 
Even  if,  as  the  SEC  alleges,  Cal-Am 
"defrauded"  them,  they  can  still  hope 
that  the  IBS  may  not  audit  their  tax 
returns. 

But  they  may  be  whistling  in  the  dark. 
The  IBS  can  obtain  Cal-Am  s  customer 
list  without  much  difficulty.  How?  Sim- 
ple. The  SEC  already  has  it  as  a  result  of 
its  investigation,  and  cooperation  be- 
tween federal  agencies  on  such  matters 
is  routine.  So  investors  do  have  a  strong 
motive  for  suing  to  recover  their  money 
The  IBS  has  numerous  grounds  for  chal- 
lenging their  deductions — and  with  a  list 
of  investors  in  hand,  its  agents  could 
have  a  field  day.  (Laird  has  promised  the 
investors  a  legal  defense  of  their  deduc- 
tions, but  that  hardly  means  it  will 
succeed.) 

It's  sad  but  tr»ue.  In  their  passion  to 
short-circuit  the  tax  collector,  some  peo- 
ple try  to  cut  corners — and  they  wind  up 
giving  the  money  to  some  promoter  in- 
stead. Cal-Am  looks  to  Forbes  much  I 
like  the  latest  in  a  long  list  of  tax-shelter 
hustles.  ■ 


". . .  'If  we  find  that  anybody's  going  to  purchase  a  pro- 
gram from  us  based  on  the  expectation  or  necessity  of 
receiving  money,  we  recommend  he  not  buy  it'  .  .  ." 
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A  Close  Call 


Run  down  to  the  point  of  physical  collapse  by  real  estate 
speculators,  Manhattan's  famed  Chrysler  Building  gets  a  new  lease  on  life. 


jhn  Marrone,  age  39,  is  a 
epical  New  Yorker.  He's  been 
)  the  Statue  of  Liberty-  exactly 
,nce;  he  visited  the  city's  great 
luseums  when  he  was  a  kid, 
n  class  trips.  And  he  d  never 
een  in  New  York's  famous 
hrysler  Building  at  all  until 
le  day  he  took  over  as  build- 
fg  manager.  Even  though  he 
lew  the  building  had  gone 
^to  receivership  and  he  was 
ting  for  the  receivers,  Mar- 
ine could  hardly  have  been 
repared  for  the  state  of  things 
hen  he  arrived  at  the  en- 
ance  in  September  1975. 
After  all,  he  knew  it  as  one  of 
se   great   landmarks   of  the 
lanhattan  skyline.  Even  when 
walked  into  the  lobby,  he 
as  not  disappointed.  No  ex- 
;nse  had  been  spared  by  Wal- 
r  P.  Chrysler  in  building  the 
ructure,  back  in  1930;  it  cost 
15  million,  a  huge  sum  in  that 
a,  when  the  purchasing  pow- 
of  a  dollar  was  more  than  3M> 
mes  what  it  is  today.  Marrone 
und  himself  inside  the  ulti- 
ate  Art  Deco  skyscraper,  a 
jilding   lined   with  marble, 
evators  paneled  with  inlaid 
ood,  perhaps  the  world's  larg- 
;t  indoor  mural  above  him  on 
ie  lobby  ceiling.  The  build- 
g's  familiar  and 
ulti-arched  tower 
p  would  learn,  had  been  made 
stainless  steel. 
"But  the  basement  was  abso- 
jtely  filled  with  trash,'*  he  recalls,  still 
•raining  a  sense  of  shock  at  the  discov- 
y.   He  even  stops  to  calculate  how 
uch  there  was,  and  comes  up  with 
200  cubic  yards.    "It  took   us  four 
onths  to  clean  it  out,"  he  says, 
j  But  that  was  only  the  beginning.  As  he 
Lplored  the  building,  he  found  water 
iepage  everywhere.  He  found  steam 
laks  in  the  boiler  room,  never  repaired, 
jiat  kept  the  temperature  there  perma- 
lintly  above  100  degrees  F.  Gaping 
pies  punched  into  the  tower  for  radio 
lation    transmitters    had   never  been 
operly  repaired  either;  now  rainwater 
liscaded  into  the  building,  shorting  out 


_  A.  .in- 


distinctive 
and  spire, 


Augean  Stable:  For  two  years,  Cushman  &  Wakefield's 
John  Marrone  has  had  the  unenviable  task  of  maintaining 
the  landmark  Chrysler  Building  despite  its  limited  cash  flow. 


electrical  equipment  and  staining  ceil- 
ings a  dozen  floors  below.  Six-foot  weeds 
were  growing  from  cracks  in  one  of  the 
setbacks.  Far  more  serious  cracks  had 
appeared  in  the  outside  walls.  "In  one 
break,"  he  says,  "we  found  20  bricks  had 
worked  loose  and  were  just  lying  in 
place,  waiting  to  fall — from  60  stories  up. 

"The  building  just  hadn't  been  main- 
tained properly  for  years." 

What  had  happened?  After  spending 
years  as  part  of  the  old  Zeckendorf  real 
estate  empire,  the  building  (or  rather  the 
long-term  lease  from  Cooper  Union,  the 
college  that  is  the  underlying  but  passive 
owner)  was  bought  for  the  then-burgeon- 


ing new  Sol  Goldman-Alex  Di- 
Lorenzo  real  estate  empire  in 
1960.  They  paid  $42  million, 
then  refinanced  it  through  a 
collection  of  mortgage  note- 
holders four  years  later,  for  $47 
million.  The  two  speculators 
still  owned  the  building  and 
had  the  $5-million  difference  to 
play  with.  The  only  trouble  was 
that  servicing  the  huge  mort- 
gages bit  deeper  into  the  cash 
flow. 

After  1960  everything  that 
cost  money  was  treated  as  best 
left  undone.  Services  became 
minimal — "They  wouldn  t  sup- 
ply proper  cleaning  materials," 
says  Marrone;  "the  maids  had 
to  bring  in  their  own  mops  and 
dusting  rags  from  home" — and 
both  occupancy  rate  and  build- 
ing began  to  decline. 

This  process,  when  deliber- 
ate, is  called  "milking,''  and  its 
results  are  visible  throughout 
Harlem  and  the  South  Bronx. 
The  milking  technique  is  com- 
mon when  gangsters  get  into 
legitimate  businesses.  Bumors 
over  the  years  that  the  Gold- 
man-DiLorenzo  firm  had  links 
with  organized  crime  remain 
unproved. 

In  1975  Goldman-DiLorenzo 
defaulted   on   the  mortgages. 
Massachusetts  Mutual  Life  In- 
surance Co.,  holding  a  second 
mortgage  with   a  balance  of 
$12.7  million,  started  foreclo- 
sure and  the  receivers  hired 
Cushman  &  Wakefield  to  run  the  prop- 
erty. That's  what  brought  in  Marrone  to 
start  the  cleanup. 

Since  then,  Marrone  has  had  to  cope 
using  nothing  beyond  the  rents  he  can 
get  from  the  building.  "We've  managed 
to  put  about  half  a  million  into  mainte- 
nance," he  says,  "and  we're  getting  it 
back  already  in  lower  operating  costs. 
Before,  we'd  run  all  five  air-conditioning 
machines  and  we  still  couldn't  keep  the 
building  cool.  Now,  after  cleaning  the 
mud  and  debris  out  of  the  machinery  and 
replacing  parts,  we  only  have  to  run  two 
of  them  for  the  whole  complex." 

The  major  repairs,   which  still  lie 
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Inside  And  Out:  rhe  more  visible  forms  of  deterioration  were  not  always  the  most  serious  problems;  the  corroded  pump 
equipment,  hidden  well  away  from  tenants'  sight,  was  crucial  to  the  operation  of  the  air-conditioning  plant. 


ahead,  are  the  province  of  Edward  J. 
Kuhk  the  senior  vice  president  for  real 
estate  at  Massmutual  headquarters  in 

Uoston  I  estimate  a  suitable  renovation 
will  cost  about  $20  million,"  he  told 
POHBEfl  last  month.  "We  think  it's  a 
Hood  investment.  A  year  ago  I  wouldn't 
have  said  that  without  misgivings,  but 
it's  beautifully  located  and  with  the  turn- 
arOUnd  111  New  York  real  estate,  I  think 

we  can  average  $10  to  $11  a  square  foot 

from  rentals."  So  last  year,  while  com- 
pleting  the   foreclosure,  Massmutual 

bought  out  the  51  joint  holders  on  the 


first  mortgage  balance:  $28  million)  at 
what  Kulik  calls  a  discount. 

Now  the  trick  will  be  to  fill  up  the 
building  again,  in  a  market  where  office 
space  is  still  at  surplus  and  where  the 
Chrysler  Building  has  a  terrible  reputa- 
tion. Longtime  tenant  Texaco  Corp.  has 
moved  three-fourths  of  its  New  York 
area  personnel  from  there  to  its  new 
headquarters  in  Harrison,  N.Y.  This 
dropped  occupancy  from  80%  to  58%  of 
the  more  than  1  -million-square-f(X)t 
building,  but  it  is  not  all  bad  for  the  new 
owner:  Texaco  was  paying  only  about  $5 


a  foot.  "A  lot  of  foreign  investors  are 
interested  in  the  building  now,"  Kuli 
reported.  "I  think  it  looks  like  a  winner. 

Meanwhile,  Sol  Goldman  (his  partnei 
DiLorenzo  has  died)  wins  again.  Sin« 
Goldman  and  his  real  estate  entities  stil 
have  offices  in  the  building,  he  gains 
better  working  conditions  from  the  re 
furbishment.  "They're  already  surpriset 
by  the  better  service,  the  new  super 
tendent  says  of  the  former  owners.  Bu 
they've  adjusted  quickly  to  the  new  oi 
der.  "They're  very  demanding  on  servia 
now,"  he  savs.  ■ 


Labor's  Man  To  Watch 

By  holding  on  too  long,  George  Meany  may  have 
lost  the  absolute  power  to  name  his  successor. 


Hv  A.M.  KASKIN 

The  granite  bulk  of  George  Mean)  sits 
so  Immovablv  atop  the  AKL-CIO  that, 
lor  most  Americans,  the  rest  of  the  union 
nabobs  in  the  federation  s  35  man  execu- 
tive council  long  ago  faded  mto  faceless 

ncss.  That  helps  explain  how  a  new  star 
has  risen  almost  totallv  without  public 
notice  into  tlx-  Iron!  rank  of  possible 

successors  to  the  83-year-old  Meany, 

He  is  Sol  C.  Chaikin,   the  restless. 

articulate  president  oi  the  international 
i  adies'  Garment  W  orkers  Union,  And 

he  insists  (hat  he  has  no  higher  ambition 


than  to  keep  leading  that  battered  union 
in  its  fight  to  avoid  suffocation  under  an 
avalanche  of  low-wage  imports  from  the 
bar  East  and  the  Caribbean. 

But  the  longer  Meany  clings  to  his 
throne,  the  deeper  become  the  splits 
lower  down  in  the  power  structure  that 
could  w  reck  the  now  seemingly  ironclad 
line  ol  succession  and  create  room  at  the 
top  tor  Chaikin.  Private  grumbling  over 
labors  steady  loss  of  members  and  pres- 
tige made  it  clear  at  the  AKL-CIO  con- 
vention in  Los  Angeles  last  month  that 
the  monolithic  exterior  masked  discon- 
tent basic  enough  to  guarantee  trouble  if 


all  that  lies  ahead  for  the  post-Meany 
federation  is  Meanyism  without  Meany. 

The  AFL-CIO  has  lost  a  half-million 
dues  pavers  in  the  last  two  years  while 
the  total  work  force  was  growing  by  4| 
million.  Union  monopolies  in  construc- 
tion are  being  demolished  by  the  open 
shop.  Inflation  gobbles  up  union-won 
pay  hikes.  Relations  with  the  White 
House  and  Congress  are  fitful.  iPresi- 
dent  Carter  snubbed  the  Los  Angeles 
convention,  even  an  effort  to  arrange  a 
telephone  message  of  congratulations  on 
Meany  s  reelection  fell  through.) 

None  of  these  dancer  signals  has  yell 
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Kin  ted  labor's  complacency  sufficiently 
I  bring  any  serious  questioning  of  the 
r*:pectation  that  whenever  Meany  steps 
l)wn  his  place  will  go  to  his  anointed 

■  own  prince,  Lane  Kirkland,  the  feder- 
*ion's  55-year-old  secretary-treasurer. 

p  Yet  the  extent  to  which  Kirkland  oper- 
les  as  a  carbon  copy  of  Meany  has  made 
llvocates  of  union  change  fear  that  he 
Ipuld  carry  forward  policies  and  ap- 
l  oaches  indistinguishable  from  those  of 
I  s  mentor. 

I  Worries  on  just  that  score  contributed 
W  torpedoing  the  federation's  high  hopes 
Ast  fall  that  the  United  Auto  Workers 
lould  end  its  decade-long  secession. 
Ivleany  must  go"  had  been  the  battle  cry 

■  hen  the  late  Walter  P.  Reuther  led  the 

I  iginal  pullout. 

II  Douglas  A.  Fraser,  moving  into  the 
I  AW  presidency  last  June,  urged  reaffil- 
•tion  to  solidify  labor's  economic  and 
Iplitical  front.  But  the  plan  died,  largely 
JJpcause  too  many  key  auto  unionists 
Ipubted  that  the  Meany  trademark 
mould  ever  come  off  the  federation  if 
Birkland  followed  him  into  the  executive 
■ite.  By  contrast,  the  UAW  brass  and 
jlhick"  Chaikin  pull  together  well 

|i  Inside  the  AFL-CIO  high  command,  a 
|iow  rebellion  is  brewing  among  those 
||ho  feel  a  basic  shift  in  both  social  direc- 
Wpn  and  image  is  essential.  That  view  has 
ililisted  an  energetic  new  trumpeter  in 
William  W.  Winpisinger  of  the  Interna- 
mnal  Association  of  Machinists,  a  52- 
■tear-old  high  school  dropout,  who  wants 
■lions  to  turn  sharply  left  toward  still 
Ipguely  defined  goals  for  redistributing 
Ike  wealth. 

In  The  convention,  with  Meany's  full 
Blessing,  put  "Wimp"  on  the  executive 
Bouncil,  in  spite  of  Winpisinger*  s  refusal 
Mi  retreat  from  his  loudly  proclaimed 
Ifesolve  to  seek  a  new  alignment  within 
Wke  executive  council — a  policymaking 
H'oup  the  AFL-CIO  head  has  reduced  to 
■libber-stamp  status  by  sheer  force  of 
llersonality.  The  burly  machinist  can 
||<.atch  Meany  in  bluntness  and  stubborn- 
Ij3ss,  and  he  counts  on  a  steadily  widen- 
Big  circle  of  allies  in  his  campaign  to 
llTest  what  he  sees  as  a  disturbing  right- 
Ming  drift  in  labor.  The  fact  that  the 
iBime  drift  is  strong  everywhere  in  the 
||i)untry  doesn't  make  him  any  more  dis- 
posed to  ride  along  with  it. 
[|  The  probability  is  that  Winpisinger, 
Who  mixes  large  doses  of  bread-and-but- 
I'rr  pragmatism  with  his  pursuit  of  blue- 
[tliy  objectives,  will  make  substantial 
Ifeadway  toward  forging  a  reformist  bloc 
Kjlside  the  council.  But  the  even  more 
lilredictable  outcome  of  his  insurgency  is 
[ifiat  he  will  have  to  content  himself  with 
Ine  role  of  stalking  horse,  not  inheritor  of 
the  mantle. 

>j  In  an  institution  as  given  to  self-admi- 
llition  as  the  federation,  iconoclasts  must 
(  rap  their  personal  hopes  of  upward 
fcjiobility  the  moment  they  begin  flailing 


away  at  the  graven  images. 

In  this  context  Chaikin  emerges  as  a 
third-force  candidate  acceptable  to  both 
sides.  In  27  months  as  head  of  a  union 
with  problems  more  intractable  than 
most,  he  has  healed  long-standing  cleav- 
ages among  its  feuding  subleaders  and 
branches  while  winning  respect  in  the 
larger  labor  movement  from  Meany  loy- 
alists and  detractors. 

President  Carter  named  him  as  labor 
member  of  the  U.S.  delegation  at  the 
Belgrade  human  rights  conference, 
where  he  ruffled  the  diplomatic  calm  by 
flaying  the  U.S.S.R.  for  its  refusal  to  let 
Andrei  Sakharov  and  other  dissidents 
leave  Moscow  to  come  to  the  AFL-CIO 
convention.  Meany  picked  Chaikin  as  his 
envoy  to  fly  to  Cairo  this  week  to  report 
on  the  desirability  of  establishing  frater- 
nal relations  with  the  Egyptian  labor  fed- 
eration as  a  mark  of  support  for  the  Sa- 
dat-Begin peace  efforts. 

Just  past  his  60th  birthday  but  looking 
at  least  a  dozen  years  younger,  he  is  as 
smooth  in  speech  and  dress  as  Winpi- 
singer is  rough-hewn.  He  has  a  Hubert 
Humphrey  gift  with  words,  plus  what 
HHH  lacked — an  ability  to  turn  them  off 
before  the  audience  turns  him  off.  At  the 


ILGWU  convention  in  Florida  last 
spring,  his  first  as  president,  he  kept  the 
delegates  cheering  all  week,  despite  a 
message  of  almost  unrelieved  gloom  on 
the  depressed  state  of  their  industry.  By 
comparison,  the  AFL-CIO  conclave  was 
a  graveyard. 

A  lawyer  who  never  practiced  law,  son 
of  sweatshop  garment  workers,  Chaikin 
might  meet  some  opposition  because  he 
is  Jewish — but  this  could  hardly  prove 
fatal  in  an  organization  that  was  headed 
nearly  a  century  ago  by  a  Jewish  cigar- 
maker,  Samuel  Gompers. 

Chaikin  is  no  standpatter  in  labor  phi- 
losophy. Even  such  heretical  ideas  as  an 
incomes  policy  to  curb  inflation,  anathe- 
ma to  Meany  and  the  rest  of  the  execu- 
tive council,  make  good  sense  to  Chai- 
kin. He  has  long  warned  that  neither 
unions  nor  corporations  can  stand  as  di- 
nosaurs grabbing  advantages  for  them- 
selves at  the  expense  of  the  community. 
But  strictures  of  this  kind  have  not  stood 
in  the  way  of  joint  efforts  with  business 
leaders  in  his  own  industry  to  promote 
efficiency  and  sales. 

He  is  the  man  to  watch  as  the  jockey- 
ing for  Meany's  job  moves  out  of  the 
closet.  ■ 


Chaikin  And  Meany:  Out  of  the  welter  of  faceless  pretenders  to  Meany's 
mantle,  Sol  (Chick)  Chaikin  emerges  as  a  possible  third-force  compromise. 
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R.I.P.:  Highway  Trust  Fund 


While  hardly  officially  dead,  this 
costly  and  controversial  federal  budget 
gimmick  is  likely  on  its  last  legs. 


Transportation  Secretary  Brock 
Adams  has  President  Carter's  go-ahead 
to  propose  sweeping  changes  in  the-  way 
federal  highway  money  is  dispensed. 
The  changes  spell  the  ultimate  end  of  the 
old  Highway  Trust  Fund  and  much  of 
what  it  stood  for. 

In  preparing  his  proposal,  Adams  dis- 
patched five  teams  from  his  department 
around  the  country  last  June  to  confer 
with  state  and  local  officials.  The  Feds 
asked  the  locals:  "How  would  you 
change  federal  transportation  policy?" 
The  federal  teams  hit  both  urban  and 
rural  areas  in  all  parts  of  the  country.  In 
New  York,  the  group  was  told  emphati- 
cally, "Intermodal  competition  between 
transit  and  highways  ought  to  cease" — 
meaning  subway  and  highway  advocates 
should  stop  cutting  each  other's  throat. 
City  officials  in  Portland,  Ore.  said  the 
same.  Wrote  the  group  that  visited  Pres- 
tonsburg,  Ky.,  in  the  heart  of  that  state's 
mining  area,  "Site  inspection  confirmed 
the  worst  rumors  about  the  quality  of 
roads.  Many  have  been  reduced  to  near 
gravel  by  a  growing  caravan  of  60-ton 
coal  trucks."  State  legislators  in  Minne- 
sota said  bridges  in  their  state  off  the 
federal  aid  system  are  in  such  bad  shape 
it  would  take  $700  million  to  fix  them  all. 

The  not-surprising  conclusion  was  that 
different  areas  had  different  transporta- 
tion needs  and  the  new  policy  ought  to 
reflect  this.  Don't  make  them  use  the 
money  to  build  highways,  when  buses 
are  what  they  need;  or  bridge  repair;  or 
improv  ed  rural  roads. 

For  the  last  22  years,  the  dominant 
fact  i)l  lite  concerning  federal  transporta- 
tion assistance  has  been  the  Highway 
Trust  Fund.  It  was  set  up  in  1956  to 
Finance  construction  of  the  interstate  sys- 
tem anil  to  prov  ide  more  money  for  oth- 
ei  important  highway  s  designated  to  get 
federal  aid  The  trust  fund,  financed  with 
a  4-oent  motor  fuel  tax  and  some  other 
levies — on  trucks,  buses,  tires,  tubes 
and  spare  parts — w  ill  bring  in  more  than 
ST  billion  this  fiscal  year. 

During  much  of  its  existence,  the  trust 
fund  was  for  building  new  highway  s,  pe- 
riod. When  the  cities  began  to  be  forced 
ti>  take  ov  er  their  failing  privately  owned 
bus  svstems.  and  fare-box  revenues 
would  no  longer  cover  expenses  on  their 


subway  systems,  mass  transit  advocates 
began  to  look  hungrily  at  the  Highway 
Trust  Fund.  After  a  long  series  of  bitter 
political  fights,  the  trust  fund  was  finally 
opened  up  a  tiny  bit.  As  a  result,  some  of 
it  is  being  used  for  repairs  on  the  inter- 
states,  some  for  safety  construction  pro- 
grams, and  some  is  even  being  trans- 
ferred to  mass  transit  construction 
projects,  including  a  Washington,  D.C. 
regional  subway.  But  basically,  it  is  still 
for  highways. 

Adams'  proposals  would  widen  this 
crack,  and,  in  effect,  break  the  Highway 
Trust  Fund.  It  won't  happen  overnight. 
The  old  highway  lobby  is  still  strong  and 
Adams  will  have  to  compromise  with 
them,  but  he  is  looking  toward  the  day 
when  all  transportation  funds  will  go  into 
a  common  pool  and  be  disbursed  accord- 
ing to  need,  not  according  to  rigid  for- 
mulas. The  Department  of  Transporta- 
tion Secretary  would  really  prefer  what 
he  calls  "a  combined  transportation  ac- 
count" in  which  distinctions  between 
highways  and  mass  transit  would  disap- 
pear. That's  out,  however,  because  of 
the  decisive  defeat  last  summer  of  efforts 
to  pass  a  5-cent-a-gallon  gasoline  tax,  of 
which  half  the  proceeds  would  have  gone 
for  highways  and  half  for  mass  transit.  A 
higher  gasoline  tax  for  mass  transit  re- 
mains a  political  no-no. 

For  now,  Adams  plans  to  merge  the 
Federal  Highway  Administration  and 
the  Urban  Mass  Transit  Administration, 
both  part  of  DOT,  so  that  everyone  is 
play  ing  on  the  same  team  for  a  change. 
He  wants  to  scrap  the  distinction  be- 
tween federal  aid  highways  and  the  thou- 
sands' of  miles  of  less  important  roads. 
And  he  wants  to  standardize  the  ratio  of 
federal  to  state/local  funds.  At  present 
they  range  from  a  90-10  split  for  the 
interstate  to  70-30  for  most  other  high- 
way programs.  Mass  transit  is  80-20,  and 
some  safety  money  is  75-25.  After  a 
struggle  with  the  Office  of  Management 
6c  Budget,  which  wanted  75-25,  Adams 
got  Carter  to  agree  to  S0-20.  The  inter- 
state system  will  stay  at  90-10.  howev- 
er— a  tribute  to  the  highway  lobby's  ves- 
tigial power. 

These  shifts  will  make  it  much  easier 
to  switch  money  from  one  account  to 
another.  Eventually,  after  a  few  vears  of 


Transportation  Secretary  Adams:  Steer- 
ing clear  of  lobbyists'  roadblocks  and 
smoothing  out  congressional  bumps. 


such  swapping,  Adams  hopes  his  com 
bined  account  will  take  over. 

Adams'  most  important  contributioi 
may  well  be  the  fact  that  he  has  put! 
together  a  policy  that  ought  to  make  it 
through  Congress  without  massive  sur 
gery.  Bepresentative  James  Howard 
(D — N.J.),  chairman  of  the  House  Trans- 
portation Subcommittee,  has  been  push 
ing  for  years  in  most  of  the  directions 
Adams  wants  to  go — except  he  would 
spend  much  more  money,  say  S2  billion 
a  year,  on  bridge  repair  and  replacement) 
instead  of  Adams  $400  million.  Howard 
particularly  wants  more  money  for  ma 
transit — $4.2  billion  a  year.  "It  hasn't 
had  enough  money  ,  he  says  flatly,  "anq 
it  has  not  had  long-range  funding.  " 

Meanwhile,  the  whole  situation  is 
complicated  by  the  fact  that,  thanks  to 
more  fuel-efficient  automobiles,  rev- 
enues from  gasoline  taxes  will  soon  begii 
falling.  Bepresentative  Howard  would 
like  to  tap  the  proposed  revenues  from 
energy  taxes  recommended  in  President 
Carter's  energy  bill.  If  that  falls  through, 
he  probably  will  propose  adding  two 
more  pennies  to  the  federal  gasoline  tax 
to  pay  for  road  and  bridge  repairs.  Tha 
fact  that  ev  en  the  trucking  industry  may 
go  along  with  that  is  a  measure  of  how 
widespread  support  for  the  new  ap- 
proaches is  these  days. 

In  a  sense,  all  Adams  is  doing  is  follow 
ing  the  trend  away  from  so-called  narro' 
categorical  grants  to  block  grants.  Am 
since  there  already  is  that  S3-billion-plu: 
for  mass  transit,  the  real  source  of  thi 
feud  with  the  highway  boy  s  has  becomi 
history  ;  there  is  now.  it  not  plenty  foi 
everyone,    at   least   something   to  g( 
around.  Cood  politician  that  he  is.  Br< 
Adams  is  going  icith  a  trend,  not  ag; 
one.  and  the  trend  is  very  clear: 
single-purpose  Highway  Trust  Fund  is 
dead  as  the  era  that  spawned  it  ■ 
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Houston's  Holdout 

Vith  the  nation's  major  newspapers  fast  coming 
inder  chain  ownership,  the  Houston  Chronicle  is  one 
f  the  last  holdouts.  But  for  how  much  longer? 


y  ELIZABETH  BAILEY 

(he  Houston  Chronicle  now  carries 
tore  lines  of  full-run  advertising  than 
hy  other  U.S.  newspaper,  67  million  to 
|inner-up  Los  Angeles  Times'  66.1  mil- 
Ion  in  the  first  nine  months  of  last  year 
j  hat's  excluding  the  regional  advertising 
i  f  the  much  larger-circulation  Los  Ange- 
|s  Times).  That's  a  16%  increase  over 
lie  previous  year  for  the  Chronicle  com- 
pared to  2.4%  for  the  industry  as  a 
(ihole.  The  Chronicle  is  one  of  the  most 
pveted  properties  on  the  already  hot 
newspaper  market.  Its  price  is  estimated 
K  over  $130  million — which  would  make 
|  the  most  expensive  sale  of  a  single 
■ewspaper  ever. 

i  Speculation  about  who's  going  to  get 
lie  prize  keeps  the  rumor  mills  busy: 
fcVe  receive  at  least  three  bids  a  week," 
jiys  Chronicle  President  Richard  (Dick) 
fohnson,  from  behind  his  desk  at  the 
ihronicle's  lush  and  newly  renovated 
luilding  in  downtown  Houston. 
I  A  year  and  a  half  ago  it  was  reported 
nat  none  other  than  the  New  York  Times 
lid  offered  $110  million.  Johnson  dis- 
taunts  the  rumor  but  clearly  enjoys  the 
lublicity:  "When  that  was  printed  in 
pra^fe  magazine  I  asked  Punch  [Arthur 
Itilzberger,  president  of  the  Times]  why 
is  didn't  tell  me  about  it,  and  he  said, 
pick,  if  you  offered  me  $110  million,  I'd 
i);ll  you  the  New  York  Times.'  " 
1  Joking  aside,  newspaper  people  are 
Interested  and  the  price  doesn't  seem  to 
pther  them  much.  When  Houston  busi- 
pssman,  now  Washington  Star  publish- 
i\  Joe  Allbritton  was  asked  if  $120  mil- 
bn  seemed  a  fair  price  for  the  paper,  he 
l  id,  "Sounds  kind  of  modest  to  me." 
|  The  real  interest  in  the  paper  comes 
pt  from  ambitious,  rich  individuals  like 
lllbritton  but  from  newspaper  chains.  "I 
I  jn't  think  people  are  buying  newspa- 
fers  so  they  can  write  the  editorials  any- 
lore,"  says  Allbritton,  who's  been  try- 
jg  to  turn  the  Star  around  for  the  last 
tiree  years.  "They're  being  bought  by 
pry  sophisticated  people  in  the  media 
psiness  who  want  to  make  a  profit.  " 
One  of  the  most  likely  chains  to  buy 
le  paper  is  the  $725-million  (revenues) 
night-Ridder  Newspapers,  located  in 
Hiami  and  owner  of  32  dailies.  Knight- 
jidder  goes  after  papers  in  the  larger 
ties  with  growing  markets.  "Houston  is 


an  extremely  attractive  market,"  says 
Don  Becker,  director  of  corporate  rela- 
tions of  Knight-Ridder.  "The  price  alone 
won't  scare  off  the  big  people.  "  Knight- 
Ridder  is  the  second-largest  public  chain 
in  terms  of  revenues.  The  largest,  the 
Times  Mirror  Co.,  publisher  of  the  Los 
Angeles  Times  and  Newsday  in  Long 
Island,  is  also  mentioned  as  a  suitor. 

The  highest  prices  usually  go  to  a  pa- 
per with  no  competition — witness  last 
year's  record  $125  million  paid  by  Cap- 
ital Cities  Communications  Inc.  for  the 
Kansas  City  Star  Co.  The  Houston 
Chronicle  shares  its  market  with  the 
Houston  Post,  the  morning  paper  owned 
privately  by  Oveta  Culp  Hobby;  but 
with  bidding  for  newspapers  getting 
keener  all  the  time,  competition  may  not 
be  as  much  a  drawback  as  it  once  was, 
and  neither  Knight-Ridder  nor  Times 
Mirror  seems  to  fear  it.  In  1970  Knight- 
Ridder  paid  $55  million  for  the  Philadel- 
phia newspapers,  the  Inquirer  and  the 
News,  which  share  the  market  with  the 
Bulletin.  In  the  same  year,  Times  Mirror 
paid  about  $50  million  for  the  Dallas 
Times  Herald — which  is  in  a  competitive 
situation  strikingly  similar  to  Houston's. 

The  chains  are  especially  interested  in 
buying  papers  that  have  had  little  bot- 
tom-line management  or  have  not  put 
much  money  into  the  cost-cutting  tech- 
nology available  today.  That  gives  the 
buyer  an  easy  crack  at  a  turnaround  to 
help  justify  a  high  price.  "Earnings  have 
been  held  down  to  keep  down  taxes  in 
many  of  these  privately  held,  family-run 
newspapers,  and  there's  often  nepo- 
tism," says  Ken  Noble,  an  analyst  with 
Mitchell  Hutchins.  "A  smart  chain  can 
increase  earnings  dramatically." 

While  the  Houston  Chronicle  doesn't 
lack  suitors,  its  not-for-profit  owner,  the 
Houston  Endowment,  isn't  under  the 
same  sort  of  pressures  that  have  forced 
many  privately  held  papers  to  sell.  If 
Jesse  Jones,  the  legendary  Houstonian 
who  bought  the  paper  in  1926,  had  left  it 
to  his  family  rather  than  to  his  Endow- 
ment, it's  more  than  likely  that  inheri- 
tance taxes  would  have  forced  a  sale. 
Even  if  it  were  a  publicly  held  company, 
stockholders  might  find  such  wooing 
hard  to  resist.  As  it  is,  the  Endowment 
legally  faces  only  1989  as  a  deadline  by 
which  it  must  sell  the  Chronicle  under 
provisions  of  the  Tax  Reform  Act  of  1969. 


Mr.  Houston:  Jesse  Jones  helped  to  build 
the  city  whose  growth  has  made  his 
newspaper  one  of  the  richest  in  the  U.S. 


The  Endowment  did  seem  ready  to 
sell  once,  back  in  1966  when  John  Me- 
com,  the  Texas  oil  millionaire,  struck  a 
bargain  with  the  Endowment  for  the 
Chronicle  along  with  28%  of  the  Texas 
National  Bank  of  Commerce,  the  Rice 
Hotel,  a  garage  and  a  laundry — all  for 
$84  million.  Back  then  the  paper  was 
considered  only  a  so-so  asset  with  a  value 
of  about  $27  million  in  the  deal. 

The  deal  fell  through— to  Mecom's 
sorrow — and  J.  Howard  Creekmore, 
president  of  the  Endowment  and  pub- 
lisher of  the  paper,  feels  justified  in  de- 
laying a  sale.  What  Creekmore  is  holding 
on  to  is  not  only  an  extremely  valuable 
property  but  a  tradition  as  well.  The 
Endowment,  whose  assets  are  listed  at 
$216  million,  was  set  up  in  1937  by  Jesse 
Jones.  "Mr.  Houston,"  as  he  was  called, 
not  only  built  most  of  the  buildings  in 
the  city  in  the  first  part  of  the  century, 
but  also  went  on  to  Washington  to  head 
the  Reconstruction  Finance  Corporation 
and  be  the  Secretary  of  Commerce  un- 
der Franklin  Roosevelt.  The  Chronicle 
was  his  paper  and  a  mouthpiece  for  his 
views  until  his  death  in  1956. 

All  the  directors  of  the  Endowment's 
board  are  either  relatives  of  Jones  or  ex- 
business  associates  like  Creekmore. 

But  Creekmore  is  72  and  reportedly 
ailing.  Dick  Johnson  himself,  who  is  only 
47,  says:  "When  it  comes  time  to  sell, 
we'll  consider  anybody,  chains  included 
We  want  to  stay  private  for  as  long  as  we 
can.  And  when  we  do  sell,  we'd  like  to 
see  it  owned  by  someone  in  the  city.  But 
once  you  get  past  those  things,  it  be- 
comes a  very  cold,  hard-hearted  judg- 
ment." Meaning:  We  aren't  under  any 
pressure  to  sell  but  we're  not  going  to 
wait  until  1989.  ■ 
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THE  197 
CARS  THAT 
YOUR  FAITH 


If  you  feel  that  car  companies 
aren't  building  cars  the  way  they 
used  to,  we've  got  news  for  you. 

You're  not  alone. 

A  national  poll  shows  that  64% 
of  the  American  people  think  the 
quality  of  new  cars  has  declined  in 
the  past  ten  years. 

In  the  face  of  this  loss  of  con- 
fidence in  new  cars,  we  confidently 
introduce  our  new  Volvos. 

You  see,  another  national  survey 
shows  that  people  who  bought  new 
Volvos  were  happier  than  people 
who  bought  new  Impalas,  Sevilles, 
LTDs,  Cutlasses,  Regals,  Cordobas 
and  42  other  cars  from  G.M.,  Ford, 
Chrysler  and  AMC* 

Volvo  owners  gave  their  cars 
higher  ratings  on  all  kinds  of  things. 

The  quality  of  workmanship, 
both  inside  and  out.  Interior  room- 
iness and  comfort  (Volvo  owners, 
in  fact,  gave  higher  ratings  to  their 
cars'  comfort  than  Cadillac  owners 
gave  to  Cadillacs).  Maneuverability 


and  ease  of  steering.  Safety.  And 
value  for  the  money. 

If  these  are  the  kinds  of  things 
youVe  been  searching  for  in  a  ca 
come  and  look  at  a  Volvo.  This 
year,  there  are  more  than  ever  tcj 
look  at. 

You  can  choose  a  2-door  or 
4-door  sedan,  or  a  5-door  wago 
From  either  our  Volvo  240  serie 
Or  from  our  luxurious  series  of 
Volvo  260s. 

Or,  for  a  more  personal  level  j 
performance,  the  Volvo  242  GT 
sports  sedan. 

For  those  who  demand  uncoil 
promised  elegance  in  a  car,  we  o 
the  new  Volvo  262  C.  A  limited 
edition  Volvo  designed  in  collab 
oration  with  the  master  Italian 
designer,  Bertone. 

Volvos  start  at  $6,645! 

Which  may  sound  like  a  lot. 
Until  you  realize  you  get  sometl 
very  important  for  the  money. 

A  car  you  can  believe  in. 


'Survey  conducted  among  owners  of  new  cars  bought  in  May.  1977.  'Suggested  retail  price  P.O.E..  local  taxes. dealer  preparation,  delivery  charges  and  Lambda  Sond"  units  t 
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fO.  A  CAR  YOU  CAN  BELIEVE  IN. 
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The  Swiss  Bank  Corporation  Keys. 

They  have  opened  financial  doors  throughout  the  world 

since  1872. 


SWISS  BANK  CORPORATION 


Main  Office  U.S.A.:  New  York.  Branch  Off  ices:  Chicago  and  San  Francisco.  Agency:  Atlanta.  Representative  Offices:  Los  Angeles  and  Houston. 


How  Companies  Cope 


By  HOWARD  RUDNJTSKY 

In  mid-December  Royal  Dutch/Shell 
floated  a  mammoth  $500  million  in  12- 
year  U.S.  dollar  notes  yielding  8.39%.  It 
was,  says  an  underwriter,  "a  disaster." 
European  buyers  appeared  to  be  shun- 
ning anything  denominated  in  dollars. 
Within  a  day  the  notes  fell  a  large  two- 
and-a-half  points,  and  a  sizable  portion  of 
the  issue  remained  unsold.  A  study  by 
economist  Henry  Kaufman  of  Salomon 
Brothers  indicates  that  in  the  last  few 
months  dollar-denominated  European 
issues  have  had  to  offer  an  extra  50  basis 
points — one-half  of  1% — in  interest  to 
sell  out  in  the  aftermarket.  The  extra 
yield  is  demanded  by  borrowers  to  com- 
pensate for  the  risk  of  a  further  relative 
decline  in  the  dollar.  Bankers  say  there 
is  no  trouble  raising  money  on  interna- 
tional markets — even  in  dollars — if  you 
are  willing  to  pay  for  it.  Royal  Dutch's 
apparent  mistake  was  in  not  offering  a 
high  enough  interest  rate. 

The  dollar's  decline  has  also  played  a 
considerable  part  in  keeping  Wall  Street 
prices  down:  Foreign  investors  are  leery 
of  buying  U.S.  stocks  when  currency 
losses  could  erode  any  market  gains.  But 
foreign  companies  are  interested  in  ten- 
dering for  U.S.  companies:  Last  year 
Unilever  tendered  for  National  Starch, 
Racal  Milgo  Ltd.  took  over  Milgo  Elec- 
tronics, Bayer  AG.  acquired  Miles  Labo- 
ratories, and  Nestle'  bid  for  Alcon  Labs. 
It's  hardly  surprising.  With  the  decline 
of  the  dollar,  a  company  in  a  strong- 
currency  country  can  offer  10%  to  20% 
more  for  a  U.S.  company  on  the  basis  of 
currency  advantage  alone. 

At  the  same  time,  most  U.S. -based 
multinationals  have  performed  miser- 
ably on  the  stock  market.  One  reason  is 
that  the  multinationals  must  cope  with 
the  erratic  impact  of  FASB-8  (see  p.  41), 
which  even  as  redoubtable  a  company  as 
ITT  acknowledged  last  month  had  torpe- 
doed its  fourth-quarter  1977  earnings. 

How  are  companies  seeking  to  cushion 
the  blow?  By  hedging,  for  one  thing.  (A 
hedge  is  the  buying  or  selling  of  futures 
contracts  to  offset  any  rise  or  fall  in  the 
worth  of  currency.  Or  by  shifting  debt 
and  assets  between  currencies.)  Says 
Dow  Chemical  Treasurer  Wilson  Gay: 
"FASB-8  impelled  us  to  the  concept  of 


zero  balance-sheet  exposure  in  1977, 
after  our  first  year  of  experience  with 
FASB-8  caused  us  a  $60-million  earnings 
swing  from  the  previous  year."  Zero  bal- 
ance-sheet exposure  means  that  the 
company  limits  its  liabilities  in  any  coun- 
try to  its  monetary  assets  there.  Many 
firms  besides  Dow  are  following  that 
same  course — but  not  publicizing  it.  It 
might  not  sit  well  with  local  politicians 
that  multinationals  are  taking  capital  out 
of  their  countries. 

Avoiding  currency  liability  exposure 
in  this  way  can  run  up  interest  costs, 
because  borrowing  is  often  necessary  to 
match  debt  and  assets;  but  interest  costs 
do  not  stand  out  the  way  currency  gains 
and  losses  do.  As  Dow's  Wilson  puts  it: 
"We  saved  $12  million  this  year  alone  by 
eliminating  Swiss  franc  debt  and  saved 
millions  more  by  not  borrowing  the  Bra- 
zilian cruzeiro  in  local  currency.  Some 
companies  will  borrow  the  cruzeiro  to 
get  zero  exposure  and  pay  no-matter- 
what  interest.  They  figure  it  gets  lost  in 


total  interest  costs." 

Other  companies— like  General  Mo- 
tors, Ford,  Exxon  and  Woolworth — basi- 
cally let  translation  gains  or  losses  run 
through.  Retailer  Woolworth,  for  exam- 
ple, has  long  had  major  foreign  oper- 
ations in  England,  Germany,  Canada 
and  Mexico.  Says  Vice  President-Fi- 
nance Ellis  Smith,  "Because  of  the  sea- 
sonal nature  of  our  business  we  went  into 
our  heavy  selling  season  last  fall  with 
large,  exposed  liabilities  in  all  those  mar- 
kets. On  the  last  day  of  our  quarter  [Oct. 
31]  I  was  riding  to  work  figuring  it  was 
going  to  be  a  pretty  good  quarter.  Then  I 
read  that  the  British  government  decid- 
ed to  let  the  pound  float  free,  and  by  the 


end  of  the  day  it's  4%  higher  against  the 
dollar.  That  was  a  $6-miilion  curve,  or  21 
cents  a  share,  right  down  to  the  bottom 
line  that  the  Bank  of  England  threw  us, 
on  top  of  a  40-cent-a-share  exchange  loss 
in  the  first  nine  months — bringing  total 
earnings  down  to  69  cents." 

Even  a  conservative  firm  like  Wool- 
worth  will  do  some  hedging.  Says  Smith: 
"On  the  Mexican  peso  late  last  year,  we 
leaned  on  our  banking  associates  and  had 
that  done  in  local  currency.  We  saw  the 
devaluation  coming.  We  also  hedged  our 
English  dividend  last  year.  There  were 
substantial  and  real  benefits  from  those 
actions  because  we  were  protecting 
cash.  But  the  translation  gains  or  losses 
from  balance-sheet  numbers  we  just  re- 
gard as  bookkeeping  paperwork.  " 

One  firm  that  benefited  from  its  local 
currency  liability  exposure  in  Sweden 
last  fall  was  paper  and  pulp  producer  St. 
Regis.  The  Swedish  krona  was  effectively 
devalued  by  some  7%  against  the  dollar, 
and  because  of  St.  Regis'  big  Swedish 


debt,  Assistant  Treasurer  George  Cas- 
sidy  estimates  the  company  wound  up 
with  a  $3-million  gain — as  he  puts  it — "at 
least  according  to  these  cockamamy  ac- 
counting rules." 

St.  Regis'  Cassidy  points  out  that  a 
number  of  companies  have  a  tendency  to 
overmanage  against  currency  risks  and 
"turn  a  company  inside  out,  paying  large 
financial  or  opportunity  costs  in  volatile 
markets  like  this.  [He  refers  to  the  cost 
of  hedging  and  local  borrowing,  for  ex- 
ample.] They  don't  cause  the  volatility, 
but  it  could  be  a  contributory  factor." 
But  Cassidy  might  have  been  less  philo- 
sophical if  he  had  as  large  an  exposure  as 
some  multinationals.   With   St.  Regis' 


". . .  'We  saved  millions  more  by 
not  borrowing  the  Brazilian 
cruzeiro  in  local  currency.  Some 
companies  will  borrow  the  cru- 
zeiro to  get  zero  exposure  and 
pay  no-matter-what  interest. 
They  figure  it'll  get  lost  in 
total  interest  costs' . . ." 
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earnings  coming  largely  from  the  U.S., 
his  company  won't  take  a  big  hit  should 
the  currency  situation  reverse  itself. 

Seagram's  Assistant  Treasurer  Richard 
Goeltz  agrees  that  asset  liability  match- 
ing is  wasteful.  Says  he:  "I  think  it's 
wrong  and  often  costly.  Bankers  will  tell 
a  treasurer,  'You  can  afford  to  borrow 
marks  or  Swiss  francs  if  you've  got  an 
affiliate  there,  because  the  cash  flow 
from  your  affiliate  will  provide  the  debt 
servicing.'  That's  nonsense.  If  you've  got 
Swiss  franc  assets  and  you  borrow  Swiss 
francs,  you  are  foregoing  the  possibility 
of  a  revaluation  gain  on  your  Swiss  franc 


assets."  Seagram's  had  a  $1.6-million  for- 
eign-exchange loss  in  the  first  quarter  of 
fiscal  1978,  as  opposed  to  a  $5.7-miIlion 
gain  the  first  quarter  of  fiscal  1977. 

If  FASB-8  and  fluctuating  currencies 
bedevil  corporate  treasurers,  they  de- 
light many  bankers.  Donald  O.  Cam- 
eron, Chase  Manhattan's  senior  vice 
president-international  funding  and  for- 
eign exchange,  says:  "There  is  no  doubt 
in  my  mind  that  with  the  advent  of 
FASB-8  we  gained  a  lot  more  clients  and 
added  substantially  to  the  volume  of  cur- 
rency trading  which  already  had  in- 
creased because  of  floating  rates.  One  of 
my  associates  said  a  year  ago  the  best 
marketing  tool  we've  had  in  years  is 
FASB-8."  Why?  Because  it  stimulates 
hedging  and  currency  trading  in  general. 

Geoffrey  Bell,  senior  adviser  of  J. 
Henry  Schroder  Banking  Corp.,  esti- 
mates that  in  some  months  last  year  as 
many  as  44  U.S.  banks  were  doing  over 
$100  billion  a  month  in  foreign-currency 
trading.  This  business  made  Chase  some 
$12  million  in  the  third  quarter  alone,  up 
nearly  20%  over  third  quarter  1976. 
(Their  nine-month  trading  results  were 
off  slightly.)  And  other  banks,  too,  have 
generated  large  foreign-exchange  profits 
in  the  last  two  years.  Floating  rates  and 
FASB-8  also  produced  lots  of  foreign 
lending  by  banks  on  which  profit  is 
earned. 

But  the  banks  also  pay  a  price.  As  the 
dollar  drops  in  comparison  with  key  for- 
eign currencies,  a  bank's  net  worth  also 
drops  vis-a-vis  those  currencies.  And 
banks — themselves  multinationals- 
have  currency  translation  exposure,  too, 
$500  million  to  $600  million  at  Chase 


Manhattan,  says  Cameron.  "We  not  only 
have  to  advise  our  customers,  but  also 
take  concrete  action  ourselves.  We  have 
to  decide  when  to  hedge  and  for  what 
period. "  Which,  it  need  scarcely  be  said, 
adds  to  currency  volatility: 

"I  thank  God  we're  a  private  com- 
pany," says.  Treasurer  Benjamin  Jaffray 
of  huge,  international  grain-trader  Car- 
gill,  Inc.  as  he  watches  with  amused 
sympathy  the  frantic  efforts  of  public 
companies  to  minimize  the  effects  of 
FASB-8  on  reported  earnings.  We  aren't 
concerned,  he  goes  on,  "how  the  public 
will  construe  quarterly  earnings,  so  we 


don't  have  to  manage  to  minimize  those 
accounting  results  the  way  public  com- 
panies do.  We  can  manage  in  the  real 
world,  and  that's  tough  enough." 

For  some  smaller  companies,  howev- 
er, the  effects  of  the  currency  turmoil  go 
well  beyond  the  annoyances  of  FASB-8. 
Take  Superscope,  a  California-based  dis- 
tributor of  recording  tapes  and  producer 
of  high-fidelity  equipment  and  audio 
tape  recorders,  with  sales  of  about  $180 
million.  Heavily  dependent  upon  com- 
ponent supply  from  Asia  both  to  Europe 
and  the  U.S.,  it  saw  its  earnings  last  year 
fall  by  half  from  1976.  Problem:  It 
couldn't  raise  American  and  European 
selling  prices  fast  enough  to  compensate 
for  much  higher  yen  costs. 

Says  Edward  B.  Duggan,  Super- 
scope's  vice  president-finance  and 
spokesman  for  the  Tushinsky  family, 
owner  of  31%  of  the  company's  stock: 
"Though  we  have  at  our  disposal  all  the 
tools  that  multinationals  have,  I  have  to 
tell  you  that  it's  very  frustrating  to  keep 
on  top  of  currency  changes.  Some  $50 
million  of  our  sales  are  made  in  Europe, 
mostly  for  goods  imported  from  Japan 
and  Taiwan.  So  when  the  yen  strength- 
ens, there's  a  timing  problem,  because 
obviously  you  can't  change  your  price 
sheet  every  two  weeks.  What  happens  is 
that  Superscope  has  been  absorbing  a 
large  part  of  the  exchange  losses. 

"The  ultimate  answer  is  to  pass  it 
through  to  the  consumer.  At  the  start  of 
1978,  prices  will  begin  to  rise  in  the  U.S. 
and  in  Europe.  It's  already  happened  in 
Canada."  But,  then,  that's  what  currency 
shifts  are  supposed  to  do:  make  some 
countries'  goods  more  expensive,  others 


cheaper — but  it's  tough  on  an  importer 
like  Superscope. 

Duggan  figures  Superscope  has  a  few 
years  left  before  considering  selling  out 
to  a  larger  company.  In  the  meantime, 
Superscope  intends  to  maintain  its  sub- 
stantial share  of  the  tape-recorder  and 
high-fidelity  markets  even  at  the  cost  of 
profits,  just  so  it  will  have  something — 
market  share — to  sell  to  another  com- 
pany if  the  need  arises. 

If  all  this  spells  hardship  for  a  company 
like  Superscope — which  will  have  to  sac- 
rifice profits  to  maintain  market  share 
against  larger  companies  anxious  to 
maintain  sales  in  a  shrinking  market — it 
has  spelled  prosperity  for  the  five-year- 
old  International  Monetary  Market  (a  di- 
vision of  the  Chicago  Mercantile  Ex- 
change), which  trades  in  Treasury  bills, 
currency  futures  and  gold  and  silver  coin 
futures.  Currency  futures  contracts  last 
year  nearly  tripled  to  about  580,000  con- 
tracts, most  averaging  about  $55,000  or 
around  $30  billion  worth. 

Who  trades  on  the  IMM?  Smaller 
companies  in  foreign  trade  who  hedge. 
Arbitrageurs  acting  as  intermediaries  for 
banks  and  professional  traders.  And 
speculators.  For  the  latter,  1977  was  a 
frenetic  year  according  to  Leo  Melamed, 
former  chairman  of  the  IMM  and  now  a 
partner  in  the  trading  firm  of  Melamed, 
Wetterling  &  Fawcett:  "Until  two  or 
three  years  ago  speculators  were  not  at 
all  into  this  kind  of  thing.  The  entice- 
ment is  the  extreme  volatility.  Currency 
gyrations  are  visible  to  everyone.  It's  in 
the  headlines  every  day." 

Obviously  anyone  having  bought  fu- 
tures in  Swiss  francs,  Japanese  yen  or  the 
mark  during  the  past  year  had  a  good 
chance  to  make  good  money.  One 
broker,  Charles  Dushek  of  American 
TransEuro  Corp.,  reports:  "One  of  our 
wealthy  European  clients  was  in  for  100 
contracts  of  yen  long  last  September, 
when  Zenith  said  it  would  lay  off  5,000 
workers  because  of  the  competitive 
threat  of  Japan.  It  looked  obvious  then 
because  the  Carter  Administration  was 
trying  to  promote  a  stronger  yen.  Well, 
the  dollar  was  .003750  to  the  yen  then 
and  it's  since  moved  to  over  .004100.  He 
cashed  in  his  contracts  this  December. 
That's  375  points  per  contract  at  $12.50  a 
point.  So  that  works  out  to  a  $468,000 
profit.  The  margin  was  $150,000  but  he 
didn't  put  up  cash.  He  used  a  standby 
letter  of  credit.  For  three  months  that 
cost  him  about  $200  in  interest.  All  he 
put  up  was  $150,000  of  bonds  he  already 
owned  as  collateral,  so  his  leverage  was 
nearly  infinite." 

Equally  pleased  are  members  of  the 
IMM.  Seats  on  that  exchange  were  going 
for  $14,000  as  recently  as  1973.  Last 
month  a  seat  on  the  IMM  changed  hands 
at  $71,000. 

Now  there  was  an  excellent  dollar 
investment!  ■ 
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". . .  'It's  frustrating  to  keep 
on  top  of  currency  changes. 
Some  of  our  sales  are  made  in 
Europe,  mostly  for  goods  import- 
ed from  Japan.  When  the  yen 
strengthens,  there's  a  timing 
problem.  You  can't  change  your 
price  sheet  every  two  weeks' . . . 
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Bill  Jovanovich 

Vncl  The  Killer  Whale 

s  the  written  word  dying?  Was  McLuhan  right? 
Dne  answer:  It's  hard  to  build  a  billion-dollar 
Dublishing  house  in  publishing. 


ly  JEFFERSON  GRIGSBY 

h.  GLOOMY  day.  From  his  book-lined 
!jnid-Manhattan  office,  publisher  William 
[jovanovich  looks  out  through  the  glass 
floor's  across  his  private  rooftop  terrace, 
its  flagstones  gleaming  with  rain,  to  the 
i|nurky  skyscrapers. 

r  "We  make  a  great  mistake  when  we 
[[.scribe  the  fate  of  civilization  to  deter- 
ministic actions  by  one  institution  or  an- 
other," he  says.  "Civilization  can't  be 
Currently  perceived.  We're  in  it,  like  a 
tardine  in  a  can.  We  won't  know  about  it 
until  it's  over." 

,|  That's  the  way  a  philosopher  is  sup- 
posed to  talk,  not  a  businessman,  but 
there  are  a  few  advantages  to  being  an 
Editor  and  novelist  as  well  as  chief  execu- 
tive of  a  large  corporation.  The  philos- 
opher Jovanovich  can  answer  a  question 
jovanovich  the  businessman  would  as 
jfoon  avoid. 

I  In  talking  about  sardines  and  civiliza- 
tions, the  chairman  and  president  of 
!)larcourt  Brace  Jovanovich,  Inc.  was  re- 
Ijponding  to  a  perfectly  straightforward 
Ijjuestion,  which  was:  What  is  a  nice, 
ijespectable  publishing  house  doing  in 
she  amusement  park  business? 
I  The  real  answer  is  that  HBJ  is  a  $360- 
nillion  corporation,  listed  on  the  New 
i'ork  Stock  Exchange,  and  Jovanovich 
il^ants  to  make  it  a  $l-billion  company  in 
She  early  1980s.  To  help  get  there,  in 
i  976  HBJ  acquired  the  Sea  World  ma- 
rine parks  in  California,  Ohio  and  Flor- 
ida. Shamu  the  killer  whale?  Doesn't  this 
'  aise  certain  McLuhanesque  questions? 
!  Wouldn't  Jovanovich  make  $1  billion  in 
fl lis  own  field?  Apparently  not.  Says  Jo- 
ij  anovich — businessman  •  Jovanovich — 
|  There  just  isn't  a  lot  of  room  in  publish- 
S  rig  to  initiate  or  acquire  wholly  new 
|>usinesses." 

!  Thus  the  dissertation  on  civilization; 
tit's  not  Jovanovich's  fault  if  millions  of 
Americans  prefer  amusement  parks  to 
>ooks.  He  names  another  publisher,  a 
imous  man  in  the  field.  "He's  always 
aying,  Literature  is  at  stake.  Who  ap- 
•ointed  him  the  guardian  of  literature? 


I'm  probably  the  most  scholarly  man  in 
American  publishing,  and  I  don't  say 
that.  Further,  I  don't  hold  with  the  facti- 
tious assertion  that  a  small  publisher  is 
distinguished  and  a  big  publisher  is 
crude.  I've  known  too  many  inept  small 
publishers." 

For  most  of  its  history  HBJ  was  a  small 
publisher  itself.  When  Bill  Jovanovich, 
then  34,  became  president  in  1954,  HBJ 
had  total  sales  of  $8  million.  Since  he 
took  over,  its  sales  have  grown  at  a  com- 
pounded annual  rate  of  18%,  year  after 
year  after  year,  a  great  deal  faster  than 
the  American  reading  audience. 

HBJ  now  publishes  around  2,300  titles 
of  all  kinds,  ranging  from  newsletters 
and  paperback  romances  to  a  limited- 
edition  facsimile  of  Leonardo  da  Vinci's 
Codex  Atlanticus  at  $10,000  a  set.  It 
publishes  over  75  magazines,  and  it  is 
one  of  the  world's  biggest  publishers  of 
textbooks. 

In  fact,  textbooks,  instructional  mate- 
rials and  scholarly  publications  still  ac- 
count for  nearly  two-thirds  of  operating 
income.  Growth  by  acquisition?  HBJ  is 
already  so  big  in  elementary  and  high 
school  publishing  that  any  acquisitions 
there  could  cause  antitrust  problems; 
and  college  publishers  are  expensive.  Jo- 
vanovich offered  close  to  $16  a  share  for 
Wadsworth  Publishing  Co.  last  year, 
when  its  stock  was  selling  at  around  $10, 
but  was  outbid  at  $25  by  Pearson  Long- 
man Ltd.  of  London;  since  then,  Toron- 
to's Thomson  family  has  offered  $31.50. 
That's  18  times  1976  earnings,  compared 
to  the  13  times  HBJ  paid  for  Sea  World. 

College  textbooks,  further,  are  a  field 
where  it  is  difficult  to  predict  the  market 
(enrollment  projections  often  seem  to  be 
unreliable).  And  it  has  problems  of  price 
resistance  and  cut-rate  used  book 
competition. 

What  about  general  books — fiction, 
new  nonfiction,  children's  books  and  the 
like — what  the  industry  calls  "trade 
books"  and  the  world  labels  "literature  "? 
To  acquire  a  trade-book  publisher,  says 
Jovanovich,  would  be  "madness."  Why? 
He  ticks  off  the  reasons: 


"Best-selleritis  infests  the  field.  You're 
bumping  up  against  price  resistance,  and 
the  returns  on  hardcover  books  are  hor- 
rendous— in  the  old  days  you  got  about 
12%  to  15%  returns,  and  now  it's  starting 
to  get  to  30%.  In  fact,  there  are  more 
hardcover  books  on  the  road  these  days 
than  there  are  in  bookstores  and  publish- 
ers' warehouses.  Children's  books  have 
gone  to  pieces.  I  guess  grandmothers 
don't  buy  books  anymore.  Maybe  there 
aren't  any  grandmothers."  Then,  too,  pa- 
perbacks* have  cannibalized  the  once- 


*In  1960  Jovanovich  called  mass-market 
paperbacks  "a  remarkable  and  profitable 
business,  but  .  .  .  not  our  business."  Times 
change.  In  1974  HBJ  bought  Pyramid  Publi- 
cations, a  paperback  and  magazine  house, 
renamed  it  Jove-HBJ  and  has  so  far  put  $6.5 
million  into  it.  It  makes  some  money,  but  often 
not  enough  to  compensate  for  the  chronic 
ailments  of  HBJ's  hardcover  general  books. 
Jovanovich  now  says  the  mass  market  is  essen- 
tial to  the  future  of  general  books. 
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American  Dreamer 


v\  I)  '  jam  Jovanovich  once  described  his  career  as  "just 
those  Horatio  Alger  stories."  But  Bill  Jovanovich  is 
no  cliche'.  He's  very  much  for  real.  His  father  was  an 
immigrant  from  the  mountains  of  Montenegro,  in  what  is 
now  Yugoslavia,  who  became  a  coal  miner  in  Colorado.  His 
mother  was  recruited  in  Poland  at  the  age  of  13  to  work  in 
the  U.S.  factories  of  Botany  Mills.  Young  Bill  did  not  speak 
English  until  he  went  to  school.  He  helped  get  himself 
through  the  University  of  Colorado"  by  waiting  on  tables. 
Many  men  who  start  that  way  become  business  suc- 


HBJ's  Jovanovich:  "It's  a  great  profession,  publishing," 
he  says.  "As  long  as  you  don't  think  you're  responsible 
for  the  state  of  civilization,  you  can  do  anything." 


cesses.  But  jovanovich  also  became  a  master,  of  the  English 
language.  "The  first  book  I  bought,  at  the  age  of  12,  was  by 
Erich  Remarque,"  he  says.  "The  second  was  by  Lewis 
Mumford.  Later,  I  edited  both  authors."  His  own  novel, 
Madmen  Must,  to  be  published  by  Harper  &  Row,  is  a 
Book-of-the-Month  Club  alternate  selection. 

Jovanovich  started  as  a  $50-a-week  textbook  salesman 
with  Harcourt  Brace  in  1947  when  he  ran  out  of  money 
while  working  on  a  graduate  dissertation  on  Ralph  Waldo 
Emerson  at  Columbia  University.  Seven  years  later,  aged 
34,  he  became  the  company's  president.  In  1960  the  com- 
pany, went  public,  then  became  a  big  publisher  by  merging 
with  the  World  Book  Co.  and  by  other  acquisitions.  In  1970 
the  immigrant  name  Jovanovich  was  incorporated  in  the 
eastern-establishment  name  of  Harcourt  Brace. 

Self-assertive  and  outspoken,  the  57-year-old  Jovanovich 
has  been  a  controversial  man  both  inside  and  outside  pub- 
lishing. As  a  New  York  State  school  regent,  he  fought  school 
busing.  He  once  said  American  schools  were  being  defeated 
in  their  purpose  by  social  tinkering.  He  still  feels  that  way, 
"but  I'm  not  gloomy  about  it.  There  is  going  to  be  a 
recrudescence  of  schooling  in  this  country — I  won't  say  a 
renaissance  but  a  recrudescence — when  it's  discovered  that 
schools  and  employment  are  the  only  American  instrumen- 
talities for  the  inculcation  of  values.  The  great  thing  about 
our  society  is  that  we  let  people  go.  So  everyone  is  doing 
their  thing;  and  the  only  way  you  can  make  contact  with 
them  is  at  one  end  or  the  other." 

He  is  fascinated  by  television  as  an  educational  tool,  but 
not  in  the  home:  "You  don't  think  all  those  people  eat 
McDonald's  hamburgers  because  they  taste  good,  do  you? 
They  want  to  get  out!  Americans  are  a  lonely  people.  They 
should  congregate  in  well-lighted  places." 

For  example,  he  wants  to  put  lectures  by  economist 
Milton  Friedman  on  videotape — "I  don't  want  to  wait  for 
the  refinement  of  the  system,  but  to  publish  for  whatever 
there  is."  This  interest  has  led  him  down  some  remote 
paths.  "I  worked  with  [psychologist]  B.F.  Skinner  on  the 
first  teaching  machine,"  he  says.  "I  was  lecturing  on  Mar- 
shall McLuhan  before  anybody  knew  who  he  was.  I'm  an 
expert  on  failed  educational  technologies." 

Not  that  publisher  Jovanovich  has  given  up  on  books: 
"Books  were  the  first  product  of  capitalism,  did  you  know 
that?  They  were  the  first  product  that  was  centrally  manu- 
factured, nationally  distributed  and  locally  sold."  But,  of 
course,  a  modern  communications  corporation  can't  always 
live  bv  books  alone. 


sizable  "back  lists"  of  previously  pub- 
lished hardcover  titles.  All  in  all:  "a  mis- 
erable damned  business."  Miserable? 
Last  year  HBJ  lost  between  $750,000 
and  $1  million  in  general  books.  All  its 
profit  came  from  elsewhere:  school  in- 
structional materials,  and  "college  and 
professional  books,  mainly. 

Fortunately,  general  books  are  only 
about  11%  of  total  corporate  revenues. 
But  add  to  that  dismal  profit  picture 
writeoff  s  for  a  couple  of  failed  operations 
and  startup  costs  for  the  company's  new 
magazine,  Human  Nature,  and  a  newly 
acquired  office  building  in  San  Diego 
and  you  can  see  why  the  Sea  World 
acquisition  made  sense.  Through  the 
first  nine  months  of  1977  alone,  it  helped 


push  gross  sales  to  $281.7  million,  from 
$201  million  in  1976.  Earnings  per  share 
last  year  increased  about  20%,  from 
$3.92  in  1976.  It  would  be  difficult  to  get 
that  kind  of  gain  from  books  for  the  same 
acquisition  price. 

But  what  makes  Bill  Jovanovich  run? 
What's  wrong  with  merely  being  a  good 
book  publisher  and  growing  slowly?  Just 
this:  A  good  little  (or  medium-sized) 
publisher  has  trouble  keeping  its  inde- 
pendence. Look  what  happened  to  Ran- 
dom House.  To  Simon  &  Schuster.  To 
Little,  Brown.  To  Holt,  Rinehart  &  Win- 
ston. Even  Harper  &  Row,  which  re- 
mains independent,  is  38.6%  controlled 
by  the  Minneapolis  Star  &  Tribune  Co. 
Jovanovich's  passion  for  growth  is  a  mat- 


ter of  self-defense,  in  addition  to  internal 
motivation.  Says  HBJ's  treasurer,  Robert 
R.  Hillebrecht:  "I  would  say  a  $400- 
million  company  five  years  from  now  is 
going  to  be  as  vulnerable  [to  takeover]  as 
a  $100-million  company  is  today." 

To  remain  safe,  HBJ  must  keep  its 
stock  price  relatively  high — and  that 
means  steadily  rising  earnings,  some- 
thing you  can  t  count  on  from  the  book 
business.  Right  now  HBJ  sells  at  a  pre- 
mium of  about  13%  over  book  value  and 
about  six  times  probable  1977  earnings. 
Which  may  or  may  not  be  sufficient  pro- 
tection against  takeover.  The  stock  sells 
in  the  low  30s.  Would  the  stockholders 
remain  steadfast  in  the  face  of  a  $45  bid? 
Or  $50? 
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Prior  to  the  Sea  World  acquisition  last 
'  ear,  HBJ  was  much  more  vulnerable.  It 
j;iad  quite  a  bit  of  cash  and  almost  no 
■ebt.  That's  where  it  stood  when  the 
iilollywood  entertainment  conglomerate 
PMC  A  offered  $22  a  share  for  the  1.6 
jinillion  shares  of  Sea  World,  then  selling 
Ht  $17.  Looking  for  a  better  deal,  Sea 
l  Vorld  founders  Milton  C.  Shedd  and 
ipavid  M.  DeMotte  found  their  way  to 


crease  income,"  he  says.  "If  you  leave  it 
alone  it  throws  off  cash,  but  never 
enough  to  build  another  oceanarium." 
However,  HBJ  treasurer  Hillebrecht  es- 
timates Sea  World's  replacement  value 
at  $80  million  to  $90  million,  nearly 
twice  the  purchase  price.  And  Barry 
Gluck  of  Oppenheimer  &  Co.  believes  it 
will  pay  for  itself  in  seven  years.  Says 
Hillebrecht:  "There  is  a  financial  syner- 


'. . .  'People  are  always  saying,  "What  if  the  presi- 
lent  dies?"  They  ought  to  be  asking,  "What  if  he 
ives?"  KA™^n  u^'M  a,,  mnv^  u-»..m/ 


Maybe  hell  do  more  harm' 


larcourt  Brace  Jovanovich. 

They  received  a  warm  welcome.  Bi- 
logist  Dr.  Paul  F.  Brandwein,  the  for- 
mer vice  chairman  at  HBJ,  considers  Sea 
(Vorld  one  of  the  world's  finest  living 
luseums.  Furthermore,  it  was  a  good 
roperty,  with  pretax  margins  of  about 
5% — not  like  Disney  s  theme-park  mar- 
ins  of  20%,  but  pretty  good — a  net  mar- 
in  better  than  HBJ's  and  an  acceptable 
alance  sheet. 
So,  in  late  1976  HBJ  borrowed  $46.7 
nllion  and,  for  $28.75  a  share,  acquired 
he  first  big  theme  park  bought  by  a  big 
ublishing  house. 

Leisure  analyst  Lee  Isgur  of  Paine 
Vebber- Mitchell  Hutchins  thinks  the 
rice  was  too  high.  "An  oceanarium 
ikes  massive  amounts  of  capital  to  in- 


gism  there.  Sea  World  needs  capital, 
true,  but  our  basic  businesses  are  now 
really  cash  generators.'' 

In  any  event,  HBJ  is  diversifying  in 
areas  other  than  books;  and  a  lot  of  acqui- 
sitions must  be  made  to  reach  a  billion 
dollars  in  revenue.  Already,  in  addition 
to  Sea  World,  the  company  has  interests 
in  four  small  FM  stations  and  an  agree- 
ment to  buy  the  ABC-TV  affiliate  in  Du- 
luth,  Minn.  It  has,  among  the  30-odd 
small  companies  previously  acquired  in 
the  last  17  or  18  years,  an  executive 
search  and  placement  firm  (Drake-Beam 
&  Associates),  a  psychological  testing 
service,  an  audiovisual  business  and  a 
biology  laboratory  supply  house.  Con- 
glomeration, here  we  come. 

In  short,  in  a  few  years  Harcourt  Brace 


Jovanovich  may  differ  from  MCA,  the 
suitor  Sea  World  rejected,  not  so  much 
in  concept  as  in  style  and  product  mix.  Is 
that  bad?  It's  probably  inevitable.  Be- 
sides, intellectual  though  he  is,  Bill  Jo- 
vanovich seems  to  enjoy  the  wheeling 
and  dealing. 

What  will  happen  when  Jovanovich 
himself  passes  from  the  scene?  He  came 
young  to  the  top,  and  he  won't  be  65 
until  1985.  Or  what  would  happen  to- 
morrow, if  he  happened  to  step  into  a 
manhole? 

"That's  one  of  the  most  often-stated 
and  conventional  but  illogical  questions 
ever  asked,"  he  says  scornfully.  "People 
are  always  saying,  'What  if  the  president 
dies?'  They  ought  to  be  asking,  'What  if 
he  lives — maybe  he'll  do  more  harm.' 
Seventy  percent  of  the  men  who  are 
named  executive  vice  presidents  or  chief 
operating  officers  never  succeed  to  the 
title  of  CEO.  They  either  get  itchy  and 
go  off  to  run  something  else,  or  they 
don't  have  enough  to  do  and  lose  their 
edge.  I  might  name  someone  five  years 
from  now,  but  I  wouldn't  now.  It  would 
ruin  him." 

The  job  won't  be  easy.  Jovanovich  is  a 
strong-willed  man  with  a  considerable 
ego  who  thoroughly  dominates  his  com- 
pany. From  the  Emperor  Augustus  to 
William  S.  Paley,  such  men  have  been 
hard  to  follow.  But  all  this  assumes  that 
Bill  Jovanovich  will  be  able  to  maintain 
HBJ's  independence  that  long.  He — and 
Shamu — obviously  intend  to  try.  ■ 


Anybody  Can  Buy  GUT'  

What  does  that  old  entrepreneur  Jack  Massey  like  about  ailing  Genesco?  The 
ame  thing  he  always  likes  when  he  makes  an  investment:  the  man  at  the  top. 


i  y  PAUL  STURM 

Ivck  Massey,  73,  has  made  himself 
tfomething  like  $100  million  by  starting 
Jew  businesses.  So,  what's  he  doing 

ii  uying  a  big  block  of  stock  in  Genesco, 
i pat  ailing  shoe,  retailing  and  apparel 
H  rm  with  recent  losses  that  have  deplet- 
ed balance-sheet  equity  and  left  its  stock 

:  nder  water?  Along  with  Tennessee 
anker  friend  Sam  Fleming,  Massey  last 
Mummer  laid  out  $4  million  to  buy 
.50. 000  shares  of  Genesco,  6%  of  its 
jommon,  the  biggest  single  block. 

In  a  way  Genesco  is  a  departure  for 
le  entrepreneur  behind  both  Kentucky 
ried  Chicken  and  Hospital  Corp.  of 
'ikmerica.  In  another  way  it  isn't.  Since 
Slay,   Genesco  has  been  run  by  ex- 
jirunswick  Corp.  boss  John  Hannigan, 
/ho  came  out  of  retirement  to  take  over 
Ke  $l-billion-a-year  conglomerate.  "I 
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like  Hannigan,"  Massey  explains,  "and  I 
think  he  can  turn  that  company  around." 
That's  the  key  to  Jack  Massey's  method: 
backing  people,  not  propositions. 

Jack  Massey  is  that  rare  phenomenon: 
a  late-blooming  success.  At  55  he  ran  a 
modestly  successful  Nashville  medical 
supply  business  that  he  sold  to  Bruns- 
wick for  $1  million.  That  was  in  1967, 
and  Massey  went  on  to  take  over  Ken- 
tucky Fried  Chicken,  expand  it  to  a  giant 
chain  and  then  sell  out  to  Heublein  at  a 
finger-licking  $45  million  profit.  While 
he  was  building  KFC,  Massey  was  also 
building  Hospital  Corp.,  which  went 
from  scratch  in  1968  to  revenues  of  $625 
million  in  1977. 

Two  years  ago  Forbes  wrote  a  short 
story  about  Jack  Massey.  It  caught  the 
eye  of  a  friend  of  Albert  Beutel,  35,  the 
founder  of  a  struggling  maker  of  heart 
pacemakers.  Beutel's  friend  decided  that 


the  Texas  entrepreneur  was  the  kind  of 
man  Massey  should  meet.  They  met. 
"Jack  didn't  spend  six  months  reading 
our  financial  statements,"  says  Beutel. 
"He  flew  down  here,  talked  to  me  and 
my  father  and  made  up  his  mind."  Beu- 
tel was  soon  sitting  across  the  table  from 
Massey  eyeing  a  check  for  $500,000,  the 
first  of  what  became  a  major  Massey 
investment  in  Intermedics,  Beutel's 
company.  Last  year  its  revenues  zipped 
to  $30  million,  with  10%  aftertax 
margins. 

Officially,  Jack  Massey  is  chief  execu- 
tive of  HCA — called  back  to  the  post  he 
left  in  1974  when  its  president  resigned 
18  months  ago.  But  running  one  major 
business  just  isn't  enough  to  keep  Mas- 
sey busy.  A  six-person  staff  at  Massey 
Investment  Co.  on  the  first  floor  of 
HCA's  shining  new  headquarters  man- 
ages his  personal  holdings. 
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Young  Turks  All?  jack  Massey  is  73  years  old,  but  nearly  all  of  the  men  around 
him — like  Lucius  Burch  and  Albert  Beutel — are  only  half  his  age. 


Despite  his  age  and  his  wealth,  Mas- 
sey is  always  working  out  his  next  deal: 
scribbling  details  on  restaurant  napkins 
or  sizing  up  prospects  at  Saturday  break- 
lasts  with  his  aides.  "The  Internal  Rev- 
enue Service  won't  let  me  own  munici- 
pal bonds,"  he  chuckles.  "I'm  too  much 
in  debt  for  that,  and  I  believe  in  leverage 
instead. 

"Anybody  can  buy  General  Motors  or 
IBM,"  he  goes  on,  "but  if  you're  going  to 
get  rich  you  can't  worry  about  making 
money.  You've  got  to  try  to  accomplish 
something.  That's  really  all  I've  done." 

Besides  Intermedics,  Massey's  inter- 
ests of  the  moment  include  a  20%  stake 
in  Volunteer  Capital  Corp.  It  was  once  a 
sleepy  over-the-counter  mutual  fund, 
but  Massey  transformed  it  into  the  major 
franchisee  for  Wendy's  International — 
status  that  rates  a  stock  market  multiple 
of  20  times  earnings.  In  addition,  Massey 
is  involved  with  Impell,  a  West  Coast 
nuclear  engineering  firm,  and  Enter- 
prise Fabricators,  a  company  he  hopes 
will  become  a  major  coal  producer  and 
manufacturer  of  mining  equipment. 

Tin's  fall — in  the  midst  of  everything 
else — Massey  helped  six  departees  from 
major  Wall  Street  firms  start  First  Inter- 


national Money  Markets,  their  own  bro- 
kerage business  capitalized  at  $1.6  mil- 
lion. Says  Richard  Shanahan,  the  former 
Lehman  Brothers  partner  who  heads 
that  business:  "Jack  can  really  get  people 
excited." 

This  ability  to  transmit  his  own  enthu- 


siasm, filtered  through  courtly  manners 
and  a  thick  southern  accent,  is  at  the 
heart  of  Massey's  formula.  "When  he 
invests  in  a  new  company,  it  is  a  very 
personal  thing,"  says  Lucius  Burch,  36, 
the  former  New  York  banker  who  heads 
Massey  Investment  Co.  "Jack  will  be- 
come close  friends  with  the  guy  who 
runs  it.  They'll  go  hunting  and  fishing 
and  get  to  know  each  other's  families." 

Max  Goodloe,  one  of  Massey's  first 
ch  ug  salesmen,  left  to  start  his  own  busi- 
ness in  1950.  Today  that  company — 
General  Medical — has  $250  million  in 
sales  and  is  second  in  size  only  to  Ameri- 


can Hospital  Supply.  "Just  being  around 
Jack  helped  me  immensely,"  Goodloe 
says.  "It's  amazing,  but  he  can  talk  to 
someone  for  five  minutes  and  tell  exactly 
what  kind  of  guy  he  is  and  how  to  moti- 
vate him." 

Another  man  whom  Massey  motivated 
extra  well  is  David  Thomas,  now  46.  He 
met  Massey  16  years  ago  when  he  owned 
a  fried  chicken  franchise  in  Columbus, 
Ohio.  Today,  Thomas  heads  Wendy's — 
and  owns  16%  of  its  stock,  worth  $30 
million.  "Jack,"  he  says  simply,  "gave  me 
confidence  in  myself  to  do  things  I  never 
knew  I  could  do." 

Massey  has  had  his  failures.  Cabana 
Coach,  an  Oregon  motor- home  company 
he  started,  went  bankrupt  when  gasoline 
prices  skyrocketed.  And  his  biggest  deal 
never  got  off  the  ground:  Two  years 
agfj — in  a  glossy  50-page  brochure — 
Massey  pitched  a  $4-billion  proposal  for 
building  a  Florida  oil  refinery  to  the 
government  of  Saudi  Arabia.  Massey's 
group  offered  oceanfront  land  (his  own, 
since  sold  for  $14  million),  organizational 
ability,  nuclear  technology  exchange 
(provided  by  Impell)  and  $100  million  in 
capital.  The  Saudis  were  to  cough  up 
$3.9  billion  and  a  crude  supply  guaran- 
tee. They  weren't  interested;  but  maybe 
they  should  have  been,  considering  Mas- 
sey's record. 

Don't  conclude  from  all  this,  however, 
that  Jack  Massey  is  a  sucker  for  just  any 
deal.  "I  suppose  I  turn  down  one  ven- 
ture capital  scheme  a  week,"  he  says. 
"They  come  by  telephone,  letter,  in  big 
packages.  .  .  .  The  other  day  I  heard 
from  a  guy  in  Colorado  who  said  gold 
mines  are  coming  back.  He  wanted  me 
to  put  up  $1  million  for  40%  of  his  pro- 
duction. That's  as  far  as  we  got." 

Recently — to  get  in  shape  for  golf  in 
Palm  Beach  where  he  and  his  wife  win- 
ter— Massey  took  an  exercise  course  for 
heart  attack  victims.  Massey  hasn't  had  a 
heart  attack,  but  figures  the  huffing-and- 


pufiihg  exercises  are  a  good  way  to  ward 
one  off.  "We've  already  carried  two  com- 
panies to  the  New  York  Stock  Ex- 
change," he  says,  "and  I  want  to  be 
around  when  we  have  the  next  one  or 
two  ready. " 

Forbes  had  one  last — half-serious — 
question  for  Jack  Massey:  "What's  the 
secret  of  your  success?"  He  twinkled  and 
gave  us  a  half-serious  reply:  "Just  tell 
them  I'm  a  fellow  with  a  unique  ability  to 
work  and  play  at  the  same  time.''  W  hich 
is  another  way  of  saying  that  if  you  enjoy 
what  you  do,  you  are  likely  to  be  good  at 
it.  Jack  Massey  certainly  does.  ■ 


".  .  .  'The  other  day  I  heard  from  a  guy  in  Colorado  who  said 
gold  mines  are  coming  back.  He  wanted  me  to  put  up  $1  mil- 
lion for  40%  of  his  production.  That's  as  far  as  we  got'  .  .  ." 
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Own  your  own  piece  of  the  Rockies! 


jive  years  ago  the  publishers  of  Forbes  Magazine  began 
Bering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
janch  in  five  acre  minimum  sections  called  Sangre  de  Cristo 
ianches.  More  than  95%  of  that  land  has  been  purchased 
p  date.  Sangre's  success  exceeds  all  expectations, 
'ifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
orbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
nsurpassing  beauty.  This  hidden  mountain  valley  was  once 
le  hunting  ground  of  Indians  and  later  conquered  by 
onquistadores.  It  remains  today  almost  as  it  was  when 
lan  first  saw  it. 
/e've  named  it  Forbes  Park. 

nd  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
anches  Inc.,  is  inviting  people  who  have  a  special  appreci- 
:ion  for  the  beauty  of  nature  and  who  want  more  out  of  life, 
>  acquire  a  homesite  in  this  unspoiled  mountain  valley. 

btain  the  HUD  property  report  from  developer  and  read  it 
fore  signing  anything.  HUD  neither  approves  the  merits 
the  offering  nor  the  value,  if  any,  of  the  property. 

It  an  oiler  or  solicitation  in  those  states  where  the  property  is  not  registered 


f!QRBES~ 
PARK 

Development  of 

Sangre  de  Cristo  Ranches  Inc. 

Box  303,  Fort  Garland,  Colorado  81133 

Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  Irom  the 
developer  or  New  Jersey  broker  and  read  it  before  signing  anything. 


Cash  prices  range  from  $3,500  to  $  12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests.  Hunting 
is  not  permitted  here,  but  many  sports  including  fishing, 
cross-country  skiing,  boating,  swimming,  horseback  riding, 
tennis  and  mountain  climbing  will  be  available  in  the 
recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and  other 
recreational  areas  set  aside  for  the  enjoyment  of  Forbes  Park 
land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and  full 
details  on  our  liberal  money-back  and  exchange  privileges, 
without  obligation,  please  fill  in  the  coupon  or  card  and  mail 
to:  Forbes  Park,  Box  303,  Fort  Garland,  Colorado  81133. 

AD15618(a)    MI-77-361    0AD-77  000337A 
0278 


Name. 


Address. 
City  


-State. 


.Zip. 


Telephone 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  p.ny  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offe  ng  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Roches  Inc.  NYA77-432 


fAt  Heinz  U.S.A., 
we  increased 
order  entry 
productivity 
by  75%  and  saved 
$200,000 with 
distributed 
processing." 


Heinz  U.S.A.  President  Richard  B. 


In  othe 


"The  IBM  3790  distributed  processing 
Ksystem  has  enabled  us  to  integrate  our 
Ipperations  throughout  the  country,"  says 
■Richard  B.  Patton,  president  of  Heinz 
ILLS. A.,  a  division  of  the  H.J.  Heinz 
■Company. The  system  links  eight  customer 
[service  centers  and  five  factories  with  an 
IjtBM  System/370  Model  125  at  the  food 
[processor's  Pittsburgh  headquarters. 

"While  we  wanted  to  retain  centralized 
management  of  data  processing,  we  were 
aware  of  a  growing  need  for  more  comput- 
ing capability  in  the  field,"  says  Mr.  Patton. 
"By  giving  our  production  and  distribution 
locations  control  over  order  entry  and  ship- 
ments, we  achieved  immediate  gains  in 
operating  efficiency  of  $200,000. 

"Among  other  things,  this  made  it 
(possible  for  local  customer  service  person- 
nel to  determine  the  exact  status  of  any 
order,  through  any  of  37  IBM  3277  visual 
display  terminals.  Response  to  the  cus- 
tomer is  immediate,  while  duplication  of 
work  has  been  eliminated." 

In  a  distributed  processing  system 
using  the  3790,  the  workload  is  shared 
between  the  central  computer  and  smaller 
junits,  called  controllers,  which  act  as  small 
[processors.  Each  controller  serves  a 
(cluster  of  terminals  at  operating  depart- 
Jments  or  remote  locations. 

Unified  procedures  nationwide 

At  Heinz  U.S.A.,  standardization  of 
((procedures  throughout  the  division  is  a 


major  contribution  of  the  3790  distributed 
processing  system. 

When  an  order 
is  entered  at  a  ter- 


AVERAGE  DAILY  ORDERS 
ENTERED  PER  EMPLOYEE 


25 


Before  distributed  processing 


44 


75% 
increase 


After  distributed  processing 


minal,  the  operator 
follows  step-by-step 
routines  displayed 
on  the  screen,  elim- 
inating any  need  for 
written  instruc- 
tions. Since  all  pro- 
cedures originate  at  the  central  computer, 
they  are  uniform  for  all  locations,  facilitat- 
ing swift  data  transmission. 

Improved  customer  service 

And  because  the  system  provides  users 
with  automatic  accuracy  checks,  errors 
are  virtually  eliminated  when  data  is 
entered.  "The  greatest  benefit  to  Heinz  of 
distributed  processing  is  improved 
customer  service,"  says  Mr.  Patton.  "More- 
over, we're  communicating  better  with 
each  other.  We've  become  more  of  a  team 
than  ever  before." 

Distributed  processing  systems  are 
one  of  a  number  of  ways  IBM  extends  the 
power  of  the  computer  to  people  who  need 
it.  For  more  information,  call  your  IBM 
Data  Processing  Division  representative. 
Or  write  for  "Distributed  Processing:  The 
Business  Benefits"  to  IBM  Corporation, 
Dept.  83F-M,  1133 
Westchester  Avenue, 

White  Plains,  N.Y.  10604.       Data  Processing  Division 
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vords,  results. 


Copper.  Silver.  Iron.  Nickel. 

As  modem  technology  and  industry 
gobble  them  up,  Man  must  find  more.  That's 
where  Canadian  Impenal  Bank  of 
Commerce -over  $31  billion  (Canadian) 
strong  -  can  be  especially  helpful. 

For  over  a  century  we  have  helped 
finance  Canada's  vast  mining,  mineral  and 
metals  development.  Then  we  packed  up  our 
hard-won  experience  and  took  it  overseas. 
That  was  years  ago. 

Today,  we're  involved  in  a  major  way  in 
copper,  iron  and  nickel  projects  from  the 
Dominican  Republic  to  Papua,  New  Guinea. 


Our  mining  and  metals  experts  look  at  as 
many  proposals  in  a  month  as  many  banks  will 
see  in  a  year.  And  often  our  ideas  and  expertise 
make  the  difference  between  success  and 
failure. 

Years  ago,  for  example,  one  of  our  very 
first  mining  loans  brought  a  gold  mine  into  being. 
So  we  think  we  know  a  good  idea  when  we 
hear  one. 

Try  us.  And  if  you  have  a  mine  in  mind,  we're 
always  in  the  mood  to  listen.  'The  Ideas  Bank! 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office -Commerce  Court,  Toronto  M5L  1A2,  Canada  New  York  Agency  22  William  St .  N  Y  10005  •  (212)825-7000 
Over  1,700  branches  in  Canada,  branches  or  representative  offices  in  maior  business  centres  worldwide. 


Where  Will  Harry  Gray 
Strike  Next?  

■  o  his  stockholders,  United  Technologies'  Harry 
bray  is  a  hero.  But  to  nervous  managements  of 
vulnerable  companies,  he  ranks  with  Jack  the  Ripper. 

JJeorgia-born  Harry  J.  Gray  will  not 
e  nominated  by  fellow  businessmen  as 
most  popular  executive  of  1977."  Quite 
he  reverse.  The  58-year-old  Gray  gives 
ghtmares  to  his  peers  at  many  huge, 
nnerly  secure  companies. 
When  Gray  left  Litton  Industries  in 
971  to  take  the  top  spot  at  Hartford-based 
fnited  Aircraft,  its  revenues  were  just  $2 
illion.  Now  renamed  United  Technol- 
gies,  the  company  did  2lA  times  that 
olume  last  year,  and  says  Gray:  "Before  I 
tire  in  1984  we'll  get  to  $  10  billion . "  That 
leans  an  additional  $4.5  billion  in  sales, 
lore  than  the  big  defense-and-aerospace 
ompany  can  manage  internally.  It  will 
ertainly  require  major  acquisitions. 
Vhich  is  why  Gray  gives  nightmares  to 
any  other  executives. 
Since  1974,  the  University  of  Illinois- 
ducated,  World  War  II  Bronze  and  Sil- 
er  Star  infantry  officer  has  swallowed 
Issex  Wire  (sales  $696  million  at  the  time 
f  the  takeover)  and  Otis  Elevator  ($1.1 
illion).  Last  year  he  made  a  highly  publi- 
zed  lunge  at  Babcock  &  Wilcox  (rev- 
nues:  $1.8  billion).  Later,  B&W's  suc- 
ssful  suitor,  Louisiana  offshore-drilling 
itfit  J.  Bay  McDermott  (revenues:  $1.2 
illion),  accused  Gray  of  lusting  after 
em,  which  he  hotly  denies. 
Gray  is  not  going  after  growth  in  small 
ites.  Says  he,  "When  I  was  negotiating 
come  here,  I  told  the  board  that  it 
ikes  as  much  work  to  turn  around  a 
nail  company  as  a  big  company.  On 
t  experience  I  judge  that  around  $1 
llion  looks  like  a  good  package.  " 
Gray  learned  about  acquiring  and  con- 
omerating,  while  rising  over  17  years 
become  an  executive  vice  president 
d  Litton's  number-three  man,  after 
ex  Thornton  and  Boy  Ash.  United  s 
ard  brought  him  in  to  diversify  Unit- 
,  to  reduce  its  dependence  on  govern- 
ent  orders  for  Pratt  &  Whitney  engines 
d  Sikorsky  helicopters. 
If  Gray  learned  about  business  at  Lit- 
>n,  his  toughness  comes  naturally.  He 
;lls  this  story:  In  1963  a  nearly  fatal 
lotorcycle  accident  shattered  one  leg 
id  broke  a  hip,  hospitalizing  him  for  four 
lonths.  For  six  weeks  the  doctor  was 
nsure  whether  he  could  save  the  leg. 


Big  Bites:  United  Technologies'  Harry 
Gray  considers  $1  billion  a  "good 
package"  when  making  acquisitions. 


Gray  soon  began  doing  his  Litton  work 
while  flat  on  his  back:  "They  said,  'Get 
out  of  the  hospital;  you're  too  hard  to 
take  care  of.'  I  then  moved  into  my  home 
in  Brentwood,  Calif,  and  converted  my 
living  room  to  an  office." 

"During  those  last  four  months  at 
home,"  Gray  said,  "the  doctor  tells  me, 
T  don't  think  we'll  be  able  to  get  you  to 
return  to  normal — I  don't  think  you  can 
run,  walk  normal,  dance  or  do  anything 
like  that  again.'  But  today  I  play  tennis,  I 
play  golf,  I  dance  and  I  walk." 

With  that  same  determination,  Gray 
diversified  United.  He  was  clear-sighted 
enough  to  avoid  the  kind  of  mistakes 
other  aerospace  companies  made — get- 
ting into  the  mass-transit  business,  for 
example.  And  when  he  pinpointed  a  tar- 
get, he  went  after  it  persistently.  United 
Technologies  wedded  Essex  Wire  only 
after  beating  other  potential  merger 
partners  to  the  altar. 

Gray,  moreover,  has  avoided  what  Boy 
Ash  used  to  aim  at— synergism.  Gray  has 


simply  taken  in  big  companies  with 
strong  market  positions  in  hard-to-enter 
industries.  Otis  is  a  prime  example — and 
an  enviable  acquisition.  Moreover,  top 
management  remained  in  place  both  at 
Otis  Elevator  and  Essex  Wire.  Gray  says: 
"We  want  good  managements." 

Gray  is  almost  fanatical  about  raising 
return  on  investment  in  all  of  United's 
businesses.  In  five  years  (1972-76),  Unit- 
ed cut  its  collection  period  for  accounts 
receivable  from  67  to  48  days  and  in- 
creased inventory  turnover  from  ,2.1  to 
2.6  times.  Otis  alone  is  down  to  almost 
60  days  for  outstanding  receivables  com- 
pared to  91  days  in  1976.  Today  both 
Otis  and  Essex  generate  more  cash  than 
they  consume.  As  a  result,  United  sits  on 
a  half  billion  dollars  cash  and  over  that  in 
unused  short-term  debt  capacity.  Thus 
Gray  can,  if  he  wants,  make  acquisitions 
entirely  for  cash. 

Outside  executives  may  resent  Gray's 
tactics,  but  his  stockholders  have  little  to 
complain  about.  After  a  big  writeoff  the 
year  Gray  took  over,  United's  fully  dilut- 
ed earnings  have  been  on  a  steady  up- 
curve:  $1.96  in  1972;  $2.50  in  1974; 
$3.64  in  1976;  $4.20  last  year.  Prospects 
are  for  continued  increases  over  the  next 
few  years.  The  same  holds  true  for  divi- 
dends— doubling  since  1972  to  a  current 
$1.80  per  share.  Government  work, 
once  a  worrisome  51%  of  revenues,  is 
down  to  30%. 

Critics  claim  that  he  tends  to  overbid 
for  acquisitions.  He  replies:  "Overpay? 
Not  I.  When  we  got  to  where  Babcock  & 
Wilcox'  price  would  be  overpaying,  we 
stopped  bidding.  We  did  exactly  the 
same  with  Electric  Storage  Battery, 
which  we  lost  to  Inco.  Ask  Inco  about  the 
rate  of  return  on  that  one.  If  anyone  is 
honest,  they'll  say  it's  not  too  good." 

The  report  that  he  is  interested  in 
buying  J.  Bay  McDermott  makes  Gray 
fume.  He  says  his  people  were  only  on  a 
fishing  expedition.  If  they  found  that 
McDermott  was  unable  to  put  together 
the  deal  to  take  the  rest  of  B&W,  he 
says,  "We  were  going  to  say  to  McDer- 
mott, We'll  take  B&W  off  your  hands  at 
a  price  that  won't  hurt  too  badly.  But 
that's  all.  I've  told  our  guys  at  White, 
Weld  I  don't  even  want  them  to  say 
hello'  to  anyone  from  Smith,  Barney 
[McDermott's  investment  bankers]  and 
use  our  name  at  the  same  time." 

If  not  McDermott,  who?  There  are 
dozens  of  billion-dollar  companies  today 
whose  stocks  sell  at  modest  prices,  and 
since  product-line  synergy  isn't  Gray's 
goal,  almost  any  one  of  them  could  be  his 
next  target.  That's  why  so  many  big  com- 
pany presidents  are  trembling.  As  Harry 
Gray's  doctor  summed  it  up,  Gray  has 
"unusual  determination."  ■ 
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"Give  Us  Your  Payrolls, 
Your  Accounts  Receivable 


9* 


At  first  it  looked  like  a  long,  hard  life 
of  doing  other  people's  dirty  work.  Then  came  computers. 


In  1949  Henry  Taub,  then  22,  began 
tabulating  business  payrolls  in  a  Pater- 
son,  NJ.  storefront.  He  probably  fig- 
ured, "At  least  I  won't  starve  to  death." 
After  all,  payroll  processing  is  a  pain  for 
almost  any  company  and  most  prefer  to 
contract  the  chore.  Accountant  Taub 
couldn't  have  foreseen  that  within  12 
years  electronic  computers  would  begin 
replacing  his  mechanical  tabulating  ma- 
chines and  leverage  his  local  payroll 
company  into  a  $245-million-a-year  in- 
ternational business. 

Today  Taub's  old  Automatic  Payroll, 
Inc.,  now  Automatic  Data  Processing 
Inc.,  is  probably  the  biggest  and  most 
successful  of  the  thousands  of  indepen- 
dent U.S.  computer  service  bureaus — 
from  fragile  mom-and-pop  software 
shops  to  ultrasophisticated  data  manage- 
ment companies — that  have  evolved 
during  the  Age  of  IBM.  ADP  is  head- 
quartered in  a  120,000-square-foot  Clif- 
ton, N.J.  plant  employing  800  people, 
four  big  IBM/370  computers  and  hun- 
dreds of  computer  peripheral  devices 
and  minicomputers.  It  employs  8,000 
people  and  millions  of  dollars  worth  of 
computers  in  50  service  bureaus  around 
the  U.S.,  plus  four  overseas. 

Taub's  payroll  service  is  still  the 
company  workhorse.  About  30%  of  its 
1976-77  revenues  of  $245  million 
came  from  servicing  its  45,000  non- 
contractual payroll  accounts — that's 
paychecks  for  3  million  employees 
per  month.  Another  15%  to  20%  of 
those  revenues  came  on  extensions  of 
the  payroll  concept  into  other  general 
business  accounts  mastered  by  ADP 
software.  Those  include  accounts  re- 
ceivable, accounts  payable  and  gener- 
al ledger  accounting.  Back-office 
chores  for  Wall  Street  brokerage 
houses  account  for  another  10%. 

In  its  last  fiscal  year  ended  in  June, 
ADP  netted  $23  million,  nearly  10% 
of  revenues,  or  $1.58  per  share — up 
nearly  25%  from  the  previous  year. 
Its  return  on  shareholders'  equity  for 
the  year  was  30% — higher  than  IBM, 
Digital  Equipment  or  Control  Data. 

Early  in  the  game,  in  1951,  Henry 
Taub  hired  insurance  salesman 
Frank  Lautenberg.  It  was  a  smart 
move.  Their  payroll  services  grew. 
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In  the  late  Fifties,  Taub  and  marketing- 
oriented  Lautenberg  began  hiring 
young  computer-experienced  executives 
who  gradually  revolutionized  the  com- 
pany. By  1961  ADP  had  developed  ele- 
mentary software  that  could  run  on  its 
own  IBM  second-generation  computers 
and  turn  out  payrolls  light-years  faster. 

But  it  was  in  1968  when  the  two  men 
made  the  move  that  raised  ADP  well 
above  the  mass  of  computer  service  com- 
panies. They  opted  to  stay  away  from 
"exotic"  software  applications,  and  in- 
stead remain  a  "meat  and  potatoes"  com- 
pany delivering  effective  payroll  process- 
ing and  general  accounting  services  to  a 
broad  market.  Instead  of  expanding  ver- 
tically, they  expanded  horizontally,  us- 
ing their  strong  cash  flow  to  finance 
ADP  s  geographical  expansion  by  acqui- 
sition. There  were  hundreds  of  small 
service  centers  ripe  to  be  picked  because 
they  sold  low-margined,  if  successful, 
narrow-application  packages. 

Including  that  early  expansion  ADP 
has  bought  out  over  60  such  companies, 
most  often  retaining  their  management 
and  marketing  capabilities  but  replacing 
their  "junk"  service  packages  with  ADP's 


ADP's  Lautenberg  (left)  And  Taub:  From  pay- 
roll work  in  a  storefront  to  the  nation's  biggest 
independent  computer  service  company. 


widely  useful  software  programs. 

ADP's  equipment  was  keeping  pace 
with  its  rapid  geographical  explosion.  As 
in  the  rest  of  the  computer  service  or 
time-sharing  industry,  more  and  more 
customers  are  hooking  into  its  service 
centers  via  their  own  in-house,  remote 
job  entry  terminals  connected  by  regular 
telephone  lines.  Some  clients  even  have 
"remote-interactive"  capability  that  al- 
lows ongoing  "conversations"  with  ADP 
computers  doing  their  billings  or  payroll. 

Likewise,  American  Telephone  & 
Telegraph  Co.  telephone  lines  tie  to- 
gether ADP's  new  time-sharing  data 
base  network  created  with  the  aid  of  four 
acquisitions  since  1975.  The  new  system 
is  anchored  by  25  large-scale  Digital 
Equipment  DEC/10  computers,  plus 
over  100  minicomputers. 

There  have  been  few  deviations  from| 
the  ADP  success  formula. 

Some  of  its  acquisitions  include  a 
Nashville,  Tenn.  billings  service  package! 
for  liquor  stores  and  a  big  inventory  ser- 
vice for  auto-parts  dealers.  Hooked  into 
its  nationwide  network  via  telephone 
lines  and  minicomputers  such  special 
ized  services  can  be  marketed  in  a  much 
broader  geographical  area  than  was 
feasible  even  five  years  ago. 

Meanwhile,  ADP's  payroll  and 
general  accounting  services  are  being 
marketed  more  aggressively  than 
ever.  It  even  sponsors  a  radio  ad  cam 
paign  in  major  U.S.  metropolitan 
areas  to  grab  the  harried  small  busi 
nessman's  attention  while  he's  driv- 
ing to  work — especially  on  the  day  he 
has  to  make  out  the  payroll. 

Henry  Taub?  He's  50,  and  as  chair 
man  of  ADP's  executive  committee  i 
still  semiactive  in  the  company 
Frank  Lautenberg  is  his  successor  a; 
chairman  and  president.  Betweei 
them,  the  two  men  own  ADP  stocl 
worth  over  $35  million. 

Looking  back  on  all  this  growth 
David  Hathaway,  ADP's  youthful  di 
rector  of  corporate  development 
says:  "It  was  just  great  timing.  Th 
way  this  company  grew  could  neve 
be  repeated."  Maybe  so,  but  as  old 
timers  Taub  and  Lautenberg  couty 
tell  him,  timing  alone  is  nev 
enough.  ■ 
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Faithful  Patrons:  One  customer  even  came  by  bus  from  Colorado  to  get  a  look  at  Bean's  store. 


Cashing  In  On 
"Down  East"  Simplicity 

L.L.  Bean  Inc.  has  managed  to  grow  from  a  small 
mail-order  business  to  a  sizable  national  retailer  without 
losing  its  Yankee  reputation  for  quality  and  service. 


iy  MAXWELL  KING 

Christmas  shopping  season  ended 
t  month  with  retailers  around  the 
untry  toting  up  record  sales  that 
ged  around  10%  higher  than  the  pre- 
ious  December.  The  nation's  largest  re- 
liler — Sears,  Roebuck  &  Co. — was  ex- 
iting in  a  14%  increase.  J.C.  Penney 
as  up  12%  and  Korvettes  increased 
0%.  But  up  in  the  woods  of  Maine,  little 
L.  Bean  Inc.  posted  a  gain  that  literal- 
/  beggared  the  rest:  a  45%  increase  in 
des  over  the  previous  Christmas.  But 
lat's  just  standard  operating  procedure 
>r  Bean,  which  has  grown  1,200%  in  the 
ast  ten  years. 

Bean's  rustic  store  in  Freeport,  Me.  is 
ot  easily  accessible  in  any  weather,  but 
ven  a  blizzard  couldn  t  interrupt  the 
)und-the-elock  Christmas  shopping  last 
lonth.  Though  roads  were  all  but  im- 
assable  by  3  a.m.,  inside  the  salesroom 
le  night  shift  was  helping  Thomas  C. 
ouchard,  a  24-year-old  carpenter  from 
t.  Kent,  Me.  hunt  for  new  clothes, 
ouchard,  stopping  in  the  middle  of  the 
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night  on  his  way  to  a  job  across  the  state, 
is  just  one  of  thousands  of  faithful  cus- 
tomers that  keep  Bean  open  24  hours  a 
day,  365  days  a  year. 

Meanwhile,  the  phones — Bean  clerks 
man  the  phones  24  hours  a  day,  too — 
were  ringing  as  fast  as  salesclerk  Barbara 
Hardy  could  take  orders:  A  caller  from 
Glendale,  Calif,  ordered  a  Maine-guide 
shirt  for  $19.25,  and  a  pair  of  ski  gloves 
for  $26.50.  A  man  from  Alaska  wanted 
boots  ($34.50)  and  a  chamois  shirt  ($13). 
In  the  mailroom,  the  computer  was  pro- 
cessing an  order  for  Maine  hunting  boots 
from  Leston  Tanner,  a  58-year-old  oil- 
field worker  from  Crane,  Tex.  Tanner 
has  been  hunting,  fishing  and  working  in 
Bean  boots  for  years — "They  don't  wear 
out,  they  just  keep  on  weathering  away," 
says  Tanner. 

In  the  past  ten  years,  L.L.  Bean  Inc. 
has  grown  at  a  pace  that  astonishes  even 
the  men  who  run  it:  a  1,200%  growth  in 
sales,  from  $4,755,000  in  1967  to  nearly 
$60  million  last  year.  Most  of  that  growth 
has  taken  place  since  1975,  when  sales 
were  less  than  $30  million.  The  com- 


pany, which  started  as  a  small,  local 
sporting  goods  manufacturer  and  retailer 
after  Leon  Leonwood  Bean  invented  his 
famous  rubber-soled  leather  hunting 
boot  in  1912,  only  grew  from  $1  million 
to  $3  million  in  sales  during  the  30  years 
before  1967.  But  it  became  something  of 
a  national  institution  by  providing  top- 
quality  hunting,  fishing  and  camping 
equipment  through  its  catalog  (12  mil- 
lion, mailed  around  the  world  last  year, 
provided  80%  of  sales)  and  its  rustic  store 
in  Freeport,  Me. 

Bean's  recent  growth  can  be  ascribed 
to  three  things:  a  boom  in  recreation  and 
outdoor  wear  (Forbes,  Aug.  1,  1976),  a 
rapidly  spreading  reputation  for  quality 
and  service,  and  Leon  A.  Gorman.  L.L. 
Bean  based  his  early  merchandising  ef- 
fort on  a  single  product — his  durable 
Maine  hunting  boot — that  earned  a 
reputation  for  quality.  He  coupled  that 
reputation  with  a  money-back  guarantee 
(of  his  first  100  pairs  of  boots,  90  had 
defective  soles;  he  replaced  them  all  for 
free).  But  it  wasn  t  until  Bean  (well  into 
his  nineties)  died  in  1967  and  Gorman 
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assumed  the  presidency  that  rapid 
growth — all  of  which,  including  an  ambi- 
tious construction  program,  has  been  fi- 
nanced from  within  while  a  5%  profit 
margin  has  been  maintained — came  to 
L.L.  Bean  Inc. 

The  healthy  income  Bean  has 
achieved  with  growth — nearly  $3  million 
net  after  taxes  last  year — would  excite 
many  larger  retailers  (J.C.  Penney,  for 
example,  had  a  2.7%  profit  margin). 

The  company  had  been  following  a  no- 
growth  policy  for  years  under  Bean  ("I'm 
eating  three  meals  a  day,  and  I  can't  eat 
four,"  he  used  to  tell  associates),  and  it 
had  become  stale  and  inefficient.  By  the 
1960s,  in  fact,  the  very  things  that  in  the 
past  had  made  Bean  special — quality  and 
service — were  in  jeopardy.  Gorman,  a 
grandson  of  the  founder,  decided  the 
only  way  to  keep  L.  L.  Bean  faithful  to  its 
tradition  was  to  change.  "The  organiza- 
tion wasn't  in  very  good  shape  at  that 
time,"  recalls  Gorman,  and  other  em- 
ployees echo  his  assessment.  "L.L.  was 
quite  old  and  there  wasn't  much  vigor  in 
the  company,"  says  Gorman.  "Fifty  per- 
cent of  our  product  line  was  obsolete. 
For  example,  in  camping  the  trend  was 
toward  lighter,  more  sophisticated  gear, 
and  we  still  had  heavy  duck  tents  and 
heavy  sleeping  bags." 

Gorman,  who  had  started  as  a  buyer 
for  his  grandfather's  company  (it  is  still 
100%  family-owned),  decided  that  the 
only  way  to  preserve  Bean's  special  qual- 
ities was  to  update  its  products,  only 
some  of  which — hunting  boots,  mocca- 
sins, tote  bags — are  made  by  Bean  itself, 
and  expand  its  sales  and  service  staff  to 
accommodate  growth.  Bean  net  profits 
around  2%  of  sales  under  L.L.  rose  to 
5%  of  sales  as  the  volume  soared. 

L.L.  Bean's  reputation  as  the  embodi- 
ment of  Yankee  virtue — good  value  and 
plain  dealing — has  had  to  survive  some 
shocks.  Under  old  L.L.  the  whole  oper- 
ation— retail  sales,  mail-order  sales, 
war  housing  and  even  manufacturing — 
had  been  run  in  a  homely,  wooden 
building  in  the  center  of  Freeport  for 
decades.  "The  entire  organizational 
structure  was  just  L.L.  at  the  top  and  a 
line  of  people  under  him,  recalls  Gor- 
man. Despite  his  tough,  gruff  ways,  L.L. 
was  also  known  for  his  kindness;  employ- 
ees say  that  when  he  entered  the  store 
he  used  to  clear  his  throat  loudly  to  warn 
unsuspecting  goldbricks. 

After  L.L.  died,  customers  com- 
plained when  the  store's  rickety  old 
staircase  was  replaced  in  a  renovation 
and  were  dismayed  when  sales  orders 
were  computerized.  When  the  company 
expanded  into  a  large,  modern  plant  for 
administration,  warehousing  and  manu- 
facturing on  the  edge  of  Freeport  (it 
plans  to  expand  further  with  a  200,000- 
square-foot  distribution  center),  there 
were  new  fears  that  old  ways  would  be 
abandoned. 


Bean's  Boss:  Leon  A.  Gorman  has  the 
job  of  managing  Bean's  remarkable 
growth  without  changing  its  ways. 


Bean  s  increased  volume  has  caused 
some  supply  problems  that  have  resulted 
in  delayed  orders,  though  officials  say 
they  have  not  had  to  drop  any  products 
because  suppliers  could  not  meet  the 
demand.  "We  have  had  to  give  our  ven- 
dors longer  lead  times,"  says  Mac 
McCabe,  Bean's  merchandise  director. 
"It's  a  matter  of  our  sheer  volume  requir- 
ing much  greater  planning."  Even  with 
more  planning,  and  the  computerization 
of  inventory  records,  shortages  or  "out- 
of-stock"  embarrassments  occur. 

But  these  concessions  aside,  Gorman 
and  the  management  group  he  assem- 
bled appear  to  have  maneuvered  Bean 
successfully  through  the  trauma  of 
growth  with  its  image  intact. 

David  Caldwell,  34,  of  Hollis,  N.H. 
drove  through  a  snowstorm  last  Decem- 
ber ("Everything  was  icing  up  and  there 
were  cars  in  the  ditch  all  along  the  way") 
to  Christmas  shop  at  Bean.  "The  store 
still  has  that  certain  lure  to  it,"  he  says. 

Few  employees  made  more  than  the 
federal  minimum  wage  under  old  L.L. 
Now  most  make  a  dollar  above  it,  $3.50 
an  hour.  Benefits  have  been  strength- 
ened and  employees  enjoy  a  10%  to  15% 
bonus  at  the  end  of  good  years  (there 
haven't  been  any  bad  years  lately).  Since 
they  can  buy  Bean  clothes  and  gear  at 
about  a  one-third  discount,  employees 
often  shop  at  the  store.  Fred  Thompson, 
49,  a  ten-year  Bean  veteran,  says  most 
employees  are  pleased  by  the  recent 
changes  at  Bean.  "I  don't  think  there  11 
ever  be  a  union  here,"  he  says. 

Bean's  reputation  is  worth  cash  on  the 
barrelhead  elsewhere  in  Freeport. 
Douglas  Ladd,  the  65-year-old  propri- 


etor of  the  Eagle  Motel,  on  Boute  1,  gets 
about  500  customers  a  year  who  come 
first  to  shop  at  L.L.  Bean.  Not  long  ago, 
he  recalls,  one  of  his  guests  was  an  old 
gentleman  who  had  ridden  all  the  way  by 
bus  from  Colorado  to  go  to  Bean's  store. 
"He  told  us  the  first  order  he  sent  to 
Bean  was  in  1926,  and  he  just  wanted  to 
see  what  it  looked  like."  John  J.' 
Saunders,  owner  of  Saunders  Hardware 
Store  down  the  street,  marvels  at  the 
power  of  Bean's  reputation.  "I  have  a 
stove  here  that  I  sell  for  $189;  it's  a  lovely 
little  wood-burning  parlor  heater.  Bean 
has  virtually  the  identical  stove  that  theyj 
get  $325  for.  I  don't  think  Bean  is  scalp- 
ing; they're  not  that  type  of  outfit.  I  just 
think  they  bought  wrong.  A  guy  came  to 
see  my  stove,  and  he  went  up  to  Bean, 
and  he  came  back,  and  he  went  back  to 
Bean  and  bought  their  stove.  I  beat  their 
price  by  more  than  a  hundred  and  a 
quarter,  but  Bean  has  the  name." 

Bean  is  now  the  biggest  employer  in 
the  immediate  area,  with  about  900  peo- 
ple at  the  peak  of  the  holiday  shopping| 
season  (compared  to  less  than  50  in| 
L.L.'s  heyday  in  the  1930s).  The  com- 
pany is  spending  half  a  million  dollars  ai 
year  on  advertising,  has  expanded  itsl 
customers  list  by  renting  other  mail-oB 
der  firms'  lists.  Last  year,  they  sent  outj 
more  than  5  million  new  catalogs  (at  a] 
cost  of  about  $1.25  million),  and  have! 
recruited  a  number  of  new  people  (in-i 
eluding  a  couple  of  Harvard  M.B.A.s) 
who  are  avid  outdoorsmen  and  old  Beam 
customers)  into  middle  management. 

The  company  s  latest  five-year  projec- 
tion indicates  it  should  reach  the  $100- 
million-a-year  sales  mark  by  around  the 
early  1980s.  That,  Gorman  says,  may  be 
"an  optimum  size  for  this  company,  be« 
yond  which  we  can  t  offer  significantly 
greater  service."  He  routinely  rejects 
the  offers  he  gets  from  outfits  that  wanlj 
to  go  into  partnership  with  Bean  (to  starl| 
a  system  of  franchised  stores),  as  well  as 
acquisition  offers.  "That  would  just  be 
growth  for  its  own  sake,"  says  Gorman. 
"We're  better  off  sticking  to  our  tradi- 
tional distribution  methods." 

During  the  L.L.  Bean  boom  years,  the 
larger  and  more  famous  Abercrombie  & 
Fitch  Co.  lost  its  grip  on  its  segment  ol 
the  leisure  wear  and  sporting  goods  mar- 
ket,' filed  for  bankruptcy  and  finally  went 
out  of  business  last  month  despite  sales 
of  $25  million. 

The  portent  of  that  demise  has  not 
been  lost  on  Gorman:  "When  I  first  eamt 
to  work  here,  Abercrombie  was  a  bi£ 
name,  and  I  thought  it  would  be  grea' 
someday  to  be  as  big  as  Abercrombie 
But  I'm  not  sure  that  makes  sense  for  us 
I  think  over  the  past  10  or  12  years,  as 
the  recreation  market  was  changing  dnn 
matically,  Abercrombie  didn't  define 
their  role  and  focus  on  it."  Under  GorJ 
man,  L.L.  Bean  seems  determined  not 
to  make  the  same  mistake.  ■ 
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left  Isn't  Everything 

tie  Noxell  Corp.  is  flourishing 
iipite  the  best  efforts  of 
npetitors  many  times  its  size. 


three  years  ago  last  October, 
Is  George  L.  Bunting  Jr. ,  he  faced 
)f  the  sweatiest  jobs  in  his  relatively 
business  career:  convincing  a  skep- 
group  of  Boston  analysts  that  tiny 

$100-million  sales  at  the  time)  Nox- 
Corp.  could  pany  $950-million 
ring-Plough's  offensive  against  Nox- 
Cover  Girl  makeup  line.  Bunting,  a 
mild-mannered  young  man  who  to- 
s  only  37  year  old,  concedes  that  he 
[ 

5  did  not,  however,  fail  at  the  impor- 
thing.  Says  analyst  Frank  Le  Cates 
onaldson,  Lufkin  &  Jenrette,  "Ev- 
sdy  thought  it  would  be  easy  for 
ring's  Maybelline  to  poach  on  Cover 
>  market.  But  as  a  practical  matter, 
jelline  has  failed." 
t  there  has  been  no  time  for  cele- 
an  in  Cockeysville,  Md.,  home  of 
$138-million-sales  Noxell.  Noxell 
aeen  far  too  busy  making  winners 
f  its  five  major  product  lines.  There 
ed  and  true  Noxzema  skin  cream, 
irgest-selling  product  of  its  kind  and 
cornerstone  of  the  business  since 
i  A  shaving  cream  by  the  same  name 
mber  two  in  its  field  behind  Gillette 
vy.  The  Cover  Girl  line  of  makeup  is 
>f  the  most  heavily  used  in  the  U.S., 
■  RainTree,  a  facial  moisturizer  in- 
iced  last  year,  has  already  captured 
ily  5%  of  that  market.  That  leaves 
>il,  which  Noxell  purchased  in  1969 
has  made  the  number-one  liquid 
ehold  cleaner  in  that  part — about 
-of  the  nation  where  it  is  sold, 
xell's  continued  success  is  all  the 

remarkable  in  view  of  the  competi- 
it  faces.  In  makeup,  its  principal 
sition    includes  $950-million-sales 

ing-Plough,  $810-million  Chese- 
fdi-Pond's,  $l.l-billion  Revlon, 
billion  Avon  Products  and  1.8-bil- 
Norton  Simon  (Max  Factor).  Its 
ihold-cleaner  war  is  being  waged 
st  such  heavies  as  $7.3-billion 
er  &  Gamble  and  $3.8-billion  Col- 
Palmolive  Co.  RainTree  squares  off 
st  Revlon,  $840-million-sales  Rich- 
n-Merrell  and  $2.2-billion  Bristol- 
's (Clairol).  As  for  Noxzema  and 
rig  cream,  just  about  everyone  in 
usiness  has  a  brand  or  two. 
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Pitted  against  these  giants  is  a  closely 
held  company  whose  stock  (traded  over 
the  counter)  is  still  nearly  80%  owned  by 
descendants  of  Dr.  George  A.  Bunting, 
the  Baltimore,  Md.  pharmacist  who 
founded  the  company  in  1917.  So  far  it 
has  been  holding  its  own  impressively. 
Both  sales  and  earnings  in  1977  will  prob- 
ably prove  to  have  set  records  of  about 
$138  million  and  $1.85  a  share  respective- 
ly when  the  final  figures  are  in.  Over  the 
last  ten  years  sales  have  grown  12%  annu- 
ally and  profits  14%.  It  has  no  long-term 
debt  and  return  of  nearly  20%  on  average 
stockholders'  equity. 

"People  think  that  because  some- 
body's bigger  in  size  or  total  capital  that 
they  can  come  in  and  take  our  business," 
says  young  George  L.  Bunting  Jr.,  the 
company's  president  and  son  of  Noxell's 
chairman.  "That's  a  hard  thing  to  do. 
We've  got  momentum,  the  leading 
brands,  trade  acceptance,  promotional 
support  and  merchandising  effort.  As 
long  as  we  continue  to  push  aggressively 
and  keep  up  with  new  product  develop- 
ment, we  can  compete. 

New  product  development  is,  of 
course,  the  key  to  a  cosmetic  company's 
success,  because  to  stand  still  is  suicide. 


In  1973  and  1974  Noxell  misfired  on  a 
new  shampoo,  a  sunburn  spray  and  a 
denture  cleaner,  and  earnings  instantly 
dipped  from  $1.30  to  $1.25  a  share.  Now 
Noxell  seems  back  on  the  track  with  four 
new  products  in  test  marketing:  Heart  of 
Oats,  a  hand  lotion;  a  room  deodorizer;  a 
teenage-oriented  skin-care  item  under 
the  Noxzema  label;  and  RainTree 
Springs,  a  combination  skin  softener  and 
body  fragrance. 

In  one  important  sense,  of  course, 
Noxell  is  just  as  big  as  its  competition. 
"We  were  able  to  match  Maybelline  dol- 
lar for  dollar  in  advertising — outmatch 
them  in  fact,"  says  Bunting.  It's  true: 
Last  year  Noxell  spent  over  $25  million, 
or  almost  20%  of  sales,  on  advertising  its 
small  spread  of  products.  It  is  one  of  the 
100  largest  U.S.  advertisers  and  one  of 
the  smallest  companies  in  the  group. 

A  lot  of  big  companies  would  like  to 
have  Noxell,  but  the  Bunting  family 
shows  not  the  slightest  sign  of  wanting  to 
sell.  In  fact,  Noxell  is  looking  for  acquisi- 
tions itself,  which  could  lessen  the  only 
real  disadvantage  of  its  small  size:  the 
danger  that  a  single  failure  could  hurt  a 
small  company  worse. 

As  long  as  the  Buntings  hew  to  their 
long-run  strategy — concentrate  on  a 
limited  number  of  products  and  plow 
back  20%  of  sales  into  advertising — there 
is  no  reason  why  Noxell  should  not  be 
able  to  stand  off  the  giants  until  perhaps 
it  becomes  one  of  them.  As  George 
Bunting  Jr.  puts  it,  "The  consumer  is  the 
ultimate  judge.  He  is  the  one  who  de- 
cides the  outcome,  and  I  don't  think 
anyone  has  a  monopoly  on  him."  ■ 


Noxell's  Bunting:  His  products — Lestoil,  Noxzema,  Cover  Girl 
makeup — are  a  lot  better  known  than  the  company  that  makes  them. 


Can  "Fairness"  Be  Mandated? 


The  SEC  wants  to  protect  small  investors 
from  a  squeeze-out  or  freeze-out  when  a  company 
buys  in  its  own  shares.  But  can  it?  Should  it? 

"1  have  my  life  savings  in  a  company  that  is  planning  on  going 
private.  They  would  take  my  investment  over  for  practically 
pennies  on  the  dollar.  Your  agency  is  my  only  protection." 

"A  few  years  ago  I  bought  shares  in  a  new  issue  at  $7.50  per  share.  Later 
51%  of  the  company  was  sold  to  an  individual  investor  at  $10  per  share. 
Then  he  offered  to  acquire  another  10%  at  $2.50  per  share — obviously 
from  profits — so  he  would  no  longer  have  to  file  reports.  I  personally  have 
lost    $10,000.     This    is    fraud    and    should    be    so  recognized." 

"1  have  been  an  investor  for  almost  half  a  century  and  I  know,  like  the 
legendary  Baron  Rothschild,  that  the  market  will  always  fluctuate.  But  to 
be  'knocked  out  of  the  box'  during  a  'down  period'  just  is  'not  cricket'  in  my 
book.  .  .  .  The  company  has  denied  me  the  opportunity  to  come  back." 


Above,  excerpts  from  letters  in  the  Se- 
curities &  Exchange  Commission's  file 
on  "going  private"  transactions.  The  let- 
ters clearly  show  the  frustration  and  rage 
many  investors  feel  when  a  company 
decides  to  buy  back  its  shares  when  the 
market  is  down,  or  when  a  big  holder 
tries  to  squeeze  out  smaller  fry  at  a  low 
price.  The  SEC  has  asked  for  comments 
by  the  end  of  this  month  on  regulations  it 
recently  proposed  to  deal  with  such  situ- 
ations. But  whether  the  SEC  has  the 
authority  to  do  anything  about  it,  howev- 
er, is  not  clear.  Most  securities  lawyers 
think  it  lacks  the  authority  even  to  try. 

In  the  past  four  years  there  have  been 
some  notorious  examples  of  the  going- 
private  game.  The  best-known  one  may 
be  that  of  Wells,  Rich,  Greene,  Inc.,  the 
advertising  agency._  It  went  public  in 
1968,  selling  shares  for  $17.50  apiece.  In 
1971  it  offered  more  shares  to  the  public 
for  $21.75.  In  1974  the  company  at- 
tempted to  go  private,  offering  $3  in  cash 
and  $8  in  debt  to  shareholders.  One 
shareholder  filed  a  class  action  in  federal 
court  and  won  a  $565,000  settlement, 
soon  to  be  distributed  to  former  share- 
holders. Meanwhile,  the  company 
bought  out  the  holdouts  at  $22  per  share. 

A  more  recent  case  is  that  of  United 
Equitable  Corp.  In  1973  the  company 
sold  510,000  shares  to  the  public  for 
$14.50  per  share.  Of  these,  205,000  were 
offered  by  the  founders;  305.000  by  the 
company.    Earnings    subsequently  in- 


creased from  $7.4  million  in  1972  to 
$13.9  million  in  1976  when  the  com- 
pany, still  controlled  by  the  founders, 
decided  to  buy  back  its  shares.  It  made  a 
tender  offer  at  $6  per  share. 

During  the  late  Sixties,  greedy  man- 
agements and  cynical  investment 
brokers  did  a  lot  of  that.  If  it  wasn't 
fraud,  in  many  cases  it  was  a  very  good 
facsimile. 

In  1975  the  SEC  issued  "talking-pur- 
pose" regulations  and  began  a  fact-find- 
ing investigation  of  companies  that  had 
gone  private  again  after  earlier  going 
public.  Since  then  it  has  been  wrestling 
with  the  question  of  what  to  do.  Mean- 
while, according  to  C.  Rowland  Cook, 
head  of  the  agency's  office  of  disclosure 
policy  and  proceedings,  neither  the 
practice  nor  the  complaints  have  slowed. 

Not  every  attempt  to  go  private  is  a 
cynical  attempt  to  squeeze  out  unlucky 
minority  stockholders.  When  its  stock 
price  falls,  a  company  may  start  to  worry 
about  being  taken  over.  A  small  com- 
pany might  find  the  disclosure  require- 
ments too  costly  or  the  need  to  show 
earnings  distasteful. 

The  trouble  is  that  the  two  parties  do 
not  have  equal  bargaining  power.  The 
minority  stockholders  are  scattered,  dis- 
couraged, often  glad  to  be  taken  out  at 
any  price.  Management,  by  contrast,  is 
in  a  position  of  strength.  It  can  take 
writeoffs  and  depress  earnings  before  it 
makes  its  bid.  If  an  investor  doesn't  sell, 


he  may  find  himself  holding  a  stock  no 
longer  traded  in  a  company  that  no  long- 
er files  reports  with  the  SEC.  Under 
laws  in  38  states,  through  a  simple  de- 
vice known  as  the  short-form  merger, 
minority  shareholders  of  a  subsidiary  can 
be  forced  out  practically  overnight. 

At  present,  in  most  cases  a  share- 
holder has  only  one  alternative  to  hold- 
ing out  or  selling  out:  suing  in  a  state 
court  to  have  the  value  of  his  shares 
appraised  independently.  But  since  class 
actions  are  not  possible  in  most  states, 
the  individual  must  stand  the  expense 
himself.  The  proceeding  is  expensive 
(most  lawyers  charge  $10,000,  for  start- 
ers). Shareholders,  moreover,  complain 
that  the  appraisals,  often  done  by  bro- 
kerage firms,  simply  say  the  market 
price  is  a  fair  price,  ignoring  earnings 
potential,  historic  price  or  book  value. 

It  is  easy  to  see  why  many  people  are 
outraged.  How,  after  all,  can  a  company 
sell  shares  to  the  public,  then  turn 
around  and  use  the  company's  assets — 
the  shareholder's  own  property — to  buy 
him  out?  Paying  him,  in  effect,  with  part 
of  his  own  money.  One  lawyer  calls  it  a 
"prima  facie  hoax."  But  under  the  pecu- 
liarities of  case-developed  law,  such 
transactions  are  perfectly  legal. 

Can  the  SEC  do  anything  to  insure 
fairness?  Should  it?  Federal  securities 
laws  are  based  on  the  idea  that  the  terms 
of  a  transaction  be  fully  disclosed,  and 
that  enforcement  action  is  appropriate 
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nly  if  the  disclosure  is  inadequate  or  a 
aud  is  involved. 

Most  states,  on  the  other  hand,  do 
ave  laws  requiring  that  securities  trans- 
ctions  be  fair,  just  and  equitable.  Ar- 
lur  Borden  of  the  New  York  firm  Sage 
Way  Todd  &  Sims  has  urged  that  the 
tates,  under  which  corporations  are 
hartered,  act.  Several  states,  after  all, 
ave  moved  quickly  enough  to  protect 
leir  corporations  against  takeovers, 
hus  far,  however,  most  states  haven't 
een  responsive.  No  state  has  enacted 
jgislation  in  behalf  of  stockholders  fear- 
rl  of  a  squeeze-out  (although  Wiscon- 
in's  securities  commission  has  promul- 
ated  rules  and  Delaware's  court  has 
egun  to  require  a  valid  business  pur- 
ose).  The  SEC,  meanwhile,  after  get- 
ng  hung  up  in  litigation  over  its  investi- 
ative  powers,  then  waiting  for  a 
slevant  Supreme  Court  decision,  then 
arting  out  an  internal  battle  over  which 
epartment — enforcement,  market  reg- 
lation  or  corporate  finance — would  be 
1  charge,  has  at  last  come  out  with 
roposed  regulations.  It  has  asked  for 
omments  on  them  by  Jan.  31,  1978. 

The  new  regulations  would  go  beyond 
equiring  disclosure  and  would  insist 
tiat  the  terms  of  a  deal  be  fair.  What 
oes  fair  mean?  The  SEC  won't  say  for 
ure,  but  it  suggests  a  number  of  things 
be  would-be  buyer  might  do  in  attempt- 
ig  to  comply  with  the  requirement, 
'hey  include:  seeking  and  getting  the 
pproval  of  a  majority  of  the  minority 
ecurity  holders;  considering  historic 
larket  price,  net  book  value,  going-con- 
em  value,  liquidation  value,  previous 
lurchases  by  the  buyer  and  any  inde- 
lendent  opinion  he  has  received;  seek- 
ig  and  getting  approval  of  "sufficiently 
disinterested'  directors;  letting  a  repre- 
entative  of  the  minority  investors  nego- 
iate  and  agree  to  the  terms;  considering 
ther  offers,  the  purpose  of  the  transac- 
ion,  and  anticipated  benefits  to  both 
ides,  the  tax  consequences  to  the  mi- 
lority  shareholders  considering  the  fini- 
ng; and  whether  securities  in  any  re- 
naming corporation  are  offered. 

The  SEC  would  go  to  court  if  it 
hought  an  injustice  had  been  done,  and 
t  would  try  to  prevent  one  from  taking 
ilace.  If  the  courts  eventually  establish 
omething  called  "a  private  right  of  ac- 
ion,"  the  individual  shareholders  them- 
elves  could  go  to  federal  court. 

If  the  SEC  finally  does  get  around  to 
dopting  rules  on  public  companies  go- 
ng private,  the  rules  could  well  be  chal- 
enged  in  court.  A  very  large  principle  is 
nvolved.  While  most  investors  would 
ipplaud  anything  that  would  result  in 
;reater  protection  for  minority  stock- 
lolders,  would  it  really  be  desirable  to 
;ive  the  SEC  the  right  to  determine 
vhich  prices  are  "fair"?  Requiring  disclo- 
lure  is  one  thing.  Setting  prices  is  some- 
hing  else  again.  ■ 


As  the  head  of  a  business, 
I  read  Barrons.To  keep  ahead! 


Alfred  Fromm,  Chairman  of  the  Board 
Fromm  G  Sichel,  San  Francisco,  California 


"We  distribute  The  Christian  Brothers 
wines  and  brandies  all  over  the  world.  So 
I  have  to  keep  abreast  of  what's  going  on 
in  business  all  over  the  world.  That's 
why  I  read  Barron's. 

"Barron's  gives  me  up-to-date  infor- 
mation about  what's  happening  in  indus- 
try and  the  financial  markets.  It  gives  me 
excellent  articles  about  business  matters 
that  I  just  wouldn't  find  in  other  mag- 
azines. Some  of  Barron's  articles  are  so 
good... so  important... that  I  clip  them 
for  my  fellow  executives  and  for  future 
reference'.' 

Business  executives  who  know. . . know 

r 


there's  nothing  like  Barron's  for  current 
information  and  future  reference.  Every 
industry  article,  every  corporate  report, 
every  set  of  financial  statistics  in  every 
weekly  issue  has  just  one  purpose.  To 
help  you  know  and  understand  what's 
happening  and  what's  going  to  happen 
in  the  major  markets  that  affect  your 
business.  So  that  you  can  make  better 
business  decisions.  Better  investment 
decisions.  For  the  sake  of  your  future, 
keep  ahead  with  Barron's.  Over  one 
million  readers  do?  Subscribe  now. 

•Source:  TGI,  Fall  1977 

Today  is  history.  Tomorrow  is  Barron's. 
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Statistical  Spotlight 


Life  On  The  Mississippi:  Why  pay  to  cross  the  old  East  St.  Louis  Bridge  when  you  can  use  the  newer  interstate  (foreground)  free?! 


Is  It  Time  For  "Junk"? 


Most  of  the  bonds  listed  on  the  facing 
page  are  yielding  better  than  9%  at  re- 
cent prices.  At  a  time  when  top-rated 
industrial  bonds  are  yielding  8l/2%,  these 
higher-yielding  issues  obviously  have  a 
catch  built  into  them.  Sure  enough, 
some  of  the  issuers  have  earnings  that 
just  barely  cover  their  interest  pay- 
ments, and  a  few,  grouped  separately  at 
the  bottom,  are  actually  in  default.  The 
money  market  has  a  phrase  for  these 
chancy  securities — "junk"  bonds. 

For  investors  with  both  an  appetite  for 
higher  yields  and  the  stomach  for  the 
added  risks  that  invariably  come  with 
them,  is  this  a  good  time  to  buy  some 
junk?  A  case  can  be  made  that  it  is  not. 
There  is  widespread  expectation  among 
experts,  especially  those  persuaded  that 
inflation  will  worsen  this  year,  that  inter- 
est rates  are  headed  up.  They  argue  that 
interest  rates  on  solid  securities,  let 
alone  junk,  should  reflect  the  rate  of 
inflation  plus  an  incentive  of  at  least  1%, 
and  maybe  2%.  With  the  rate  of  U.S. 
inflation  recently  running  at  6%,  they 
are  not  surprised  that  bond  prices  have 
been  sagging  lately. 

The  case  for  still  higher  interest  rates 
ahead,  however,  is  not  overwhelming.  A 
good  many  companies  are  still  chary 
about  committing  big  money  to  new 
plant  and  equipment.  Of  those  taking  on 
major  capital-spending  programs,  a  good 


many  are  generating  significant  amounts 
of  cash  on  their  own.  The  banks,  in  any 
case,  have  plenty  of  cash  to  lend  these 
days.  If  that  adds  up  to  an  argument 
against  higher  yields,  some  of  the  junk 
bonds  across  the  page  might  well  be 
worth  a  closer  look  by  investors  who 
don't  mind  the  risks  involved. 

Some  of  the  bonds  listed  have  a  cur- 
rent yield  (current  interest  divided  by 
price,  with  no  consideration  given  to 
possible  capital  appreciation  if  the  bond 
were  held  to  maturity)  of  12%  or  more. 
All  of  the  corporate  bonds  trade  at  deep 
discounts  in  price. 

No  yield  is  indicated  for  the  seven 
bonds  in  default  since  no  interest  is  now 
being  paid  by  the  issuers.  The  only  rea- 
son for  buying  these  is  the  possibility  of 
capital  appreciation.  Most  depend  on  the 
outcome  of  law  suits.  N.Y.  Central  bond- 
holders, for  instance,  will  stand  ahead  of 
Penn  Central  stockholders  if  there  is  any 
windfall  for  old  creditors  from  the  Penn 
Central  reorganization. 

Perhaps  no  bond  on  the  list  is  so 
junky — yet  so  intriguing — as  the  East  St. 
Louis  Veterans'  Memorial  Bridge  rev- 
enue bonds.  They  really  deserve  to  be 
called  junk  since  their  revenue  depends 
on  a  toll  bridge  over  the  Mississippi  that 
stands  near  a  toll-free  interstate  highway 
bridge.  But  creditors  are  suing  here,  too, 
so  all  hope  is  not  gone. 


Few  people  who  dabble  with,  orj 
plunge  into,  junk  bonds  plan  on  holding 
them  to  maturity.  That's  why  Forbes 
lists  only  current  yield.  Some,  however, 
mature  relatively  soon.  Chase  Mortgage 
notes,  for  example,  mature  in  1983  andl 
have  a  yield  to  maturity — theoretically — 
of  almost  17%  vs.  a  current  yield  of  11%. 
This  BEIT  faces  horrendous  problems, 
but  perhaps  Chase,  to  save  its  reputa- 
tion, will  solve  them.  That's  the  stutt  o§ 
interesting  speculations.  From  a  corpo- 
rate point  of  view,  a  company  might 
decide  to  buy  some  of  its  own  deep 
discount  bonds,  thereby  reducing  the 
debt  load  and  interest  expense.  "Each 
company  has  its  own  story,"  says  Irving 
Kahn,  who  handles  special  investments 
at  Lehman  Brothers  Kuhn  Loeb.  "An 
investor  must  decide  if  a  company  s 
problems  are  transitory  or  permanent. ' 
Some  of  the  junk  bonds  are  convertible, 
but  they  of  course  do  not  sell  on  their 
conversion  features.  But  many  junk 
bond  prices  already  reflect  the  value  ot 
the  common  stock  and  vice  versa.  "Low 
grade  bonds  are  really  common  stocks 
with  a  coupon  attached,"  says  Charles 
Morgan  of  the  Keystone  discount  bond 
fund,  B-4.  "Bonds  that  fluctuate  with 
earnings  reports  are  really  common 
stocks  masquerading  as  bonds." 

Each  company  has  its  own  stoiy,  as 
Kahn  says,  and  so  does  each  bond.  ■ 
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For  Junk  Collectors  Only 

k  sampling  for  those  with  a  taste  for  high  yields  and  the  stomach  for  high  risks. 


Coupon 

S&F 

Interest 

Current 

Recent 

1977 

Company 

% 

Maturity 

Rating 

Coverage 

Yield 

Price 

Price  Range 

TvDe 

Alexander's 

5V2 

1996 

B 

1  85 

9  5% 

58 

fili/9  Sfi 

OUtlvcl  LIUIc 

Allied  Supermarkets 

53/4 

1987 

CCC 

-2^27 

10^7 

53% 

60  -50 

Convertible 

Altec 

6% 

1988 

CCC 

1.35 

11.4 

59  Va 

64  -55y2 

Debentures 

American  Century  Mtge. 

6% 

1991 

NR 

0.39 

10.2 

663/8 

68y2-54V8 

Convertible 

Arlen  Realty  &  Devel. 

5 

1986 

B* 

0.57 

8.9 

56 

585/8-51% 

Converti  ble# 

Avco 

7V2 

1993 

B 

2.92 

9.4 

793A 

RO%  7fi 

^1 1  KnrH  1  n atoH  PloHc  H 
OUUUlUlllalcU  UcUb.rr 

Budget  Capital 

6 

2010 

B 

L69 

lo!  1 

591/2 

62  -55 

Income  Debs. \ 

;  Bulova  Watch 

6 

1990 

CCC 

0.24 

10.2 

58  3/4 

59%-53 

Convertible 

i  CNA  Financial 

8V2 

1995 

BB 

2.40 

9.5 

89% 

93  -88 

Debentures 

j  Calif.  Computer  Products 

7 

1992 

CCC 

0.73 

11.3 

62 

663/4-56 

Convertible 

|  Cenco 

5 

1996 

CCC 

1  1  4 

10.0 

50 

53y2-41 

r>rtn\/or+ 1  h  1  0 

V>UI  1  vcl  U  U 1 C 

Chase  Manhattan  Mtge. 

7V2 

1983 

C* 

o!i6 

10.9 

68  V2 

713/4-52y4 

Subordinated  Notes# 

Chelsea  Industries 

5Va 

1993 

B 

1.11 

9.1 

57V2 

61  -53 

Convertible 

Chicago  Gr.  West.  Ry. 

AV2 

2038 

CCC 

1.33t 

11.8 

38 

38  -34 

General  Income 

City  Investing 

8 

1991 

B 

3.32 

9.8 

81% 

86  -78 

Subordinated  Debs. 

i  Diversified  Industries 

97/3 

1991 

CCC 

0. 15 

14. 1 

70 

78  -6iy» 

Qonmr  riohc  & 

Eastern  Air  Lines 

4% 

1993 

B 

L75 

9.4 

50V2 

57%-48 

Convertible 

Farah  Manufacturing 

5 

1994 

CCC 

-10.31 

10.7 

463A 

53%-39y4 

Convertible 

1  Fedders 

87/a 

1994 

B 

1.19 

10.9 

8 13/4 

90  -76 

Subordinated  Debs. 

Fuqua  Industries 

7 

1988 

B 

2.11 

8.9 

783/4 

81%-73y4 

Subordinated  Debs.# 

General  Host 

7 

1994 

CCC 

_0  55 

10.2 

68  V2 

7 1 3/8-64 

^  1 1 hnrH i natoH  riohQ  a 

JUUUI  UN  lalCU  UCUo.ff 

Heitman  Mtge.  Inv. 

IVz 

1992 

NR 

0.64 

1L4 

653/4 

66  -56% 

Convertible 

Gulf  &  Western— A 

1 

2003 

NR 

2.23 

10.3 

68 

78  -67Va 

Subordinated  Debs.# 

Hi-G 

6 

1988 

B 

1.12 

9.6 

62V2 

623/4-59 

Convertible# 

Instrument  Systems 

7 

1991 

CCC 

-0.15 

10.7 

65V2 

72y2-55y2 

Convertible 

lonp^  &  Lauphlin  Inrt 

63/4 

1994 

B 

1  38 

10.8 

6  2 1/4 

69V4-55 

^nhorH i n?itpri  Dphc; 

Keystone  Steel  &  Wire 

1993 

BB 

2^16 

9.7 

75 

845/8-75 

Debentures 

LTV 

9Va 

1997 

B 

1.32 

11.6 

793/4 

87  -74V4 

Debentures 

Lykes 

IV2 

1994 

CCC 

1.43 

12.0 

623/8 

77  -49% 

Subordinated  Debs.# 

McCrory 

7V2 

1994 

CCC 

1.13t 

12.6 

59y2 

67y2^73/8 

Subordinated  Debs. 

Mi^nuri  Parifir  RR 

5 

2045 

B 

3  26 

8  8 

56V2 

56y>-49y? 

Inrnn°  Rondij^ 

Mohawk  Data  Sciences 

5V2 

1994 

CCC 

L32 

9.6 

57 

58y2-52y2 

Convertible 

NVF 

5 

1994 

B 

1.83 

9.8 

51 

55  -45 

Subordinated  Debs. 

National  Homes 

43/4 

1996 

CCC 

0.57 

10.8 

43% 

47y2-43 

Convertible 

National  Kinney 

5V4 

1997 

B 

-2.59 

10.0 

52V2 

55  -463/4 

Convertible 

Npw  York  Citu 

licit    1  Ifl  n  \*lly 

7 

1  983 

** 

NA 

9  1 

7714 

89  -69 

UUI  lUOTT 

New  York  M.A.C. 

9% 

1992 

A 

2.99 

9.3 

105 

109  -98 

Bonds 

Pan  Am  World  Airways 

5Va 

1989 

CCC 

0.74 

9.1 

58 

635/8-53 

Convertible 

Phoenix  Steel 

6 

1987 

CCC 

-6.29 

10.6 

563/8 

63  -53 

Convertible 

Rapid-American 

7 

1994 

CCC 

1.13 

12.3 

57 

63%-46y4 

Subordinated  Debs.# 

Restaurant  Associates 

9 

1993 

CCC 

0.79 

12.3 

73 

75  -63  V% 

Convertible 

Seatrain  Lines 

6 

1994 

CCC 

1.57 

9.4 

63  V2 

72y2-573/4 

Convertible 

Standard  Packaging 

6 

1990 

B 

1.33 

9.7 

62 

65  -60 

Subordinated  Debs.# 

Suave  Shoe 

5 

1997 

B 

3.68 

9.5 

52% 

58%-49 

Convertible 

Talcott  National 

6 

1994 

CC 

0.82 

10.6 

563/8 

6iy8-51 

Convertible 

Tappan 

0/2 

1  QQ  A 

D  D 
DD 

Q  7 
O.  / 

DOl/4 

/  £     -O  1 

Convertible 

Telex 

Q 

y 

1  yyo 

11/1 
11.4 

7R3A 

1 074 

OJ    — 0  / 

Subordinated  Debs. 

Texfi  Industries 

4% 

1996 

LLC 

U.U/ 

11/1 

A  1  l/« 
41V2 

4/  -ta-ovVa 

Convertible 

Trans  World  Airlines 

4 

1992 

B 

1  57 

9  7 

41  3/8 

44y2-38y2 

Convertible 

Wean  United 

5V2 

1993 

CCC 

2.17 

9.3 

59Va 

64y2-55 

Convertible 

White  Motor 

7Va 

1993 

B 

1.29 

10.2 

703/4 

73  -65 

Debentures 

Wilson  Foods 

7% 

1997 

BB 

1.26 

9.8 

80V8 

883/4-793/4 

Debentures 

Wisconsin  Central  RR 

4V2 

2029 

BB 

4.38t 

9.7 

46  Va 

5iy4^33/4 

General  Income 

Zayre 

8 

1996 

BB 

1.11 

9.1 

88 

913/8-85 

Debentures 

INTEREST  IN  DEFAULT 

American  Export  Ind. 

5V4 

1993 

D 

0.58 

Default 

15 

19  -12 

Convertible 

Chicago  Milwaukeett 

4 

1994 

D 

-0.21 

Default 

383/8 

39y2-35y2 

First  Mortgage 

Guardian  Mtge. 

7V2 

1979 

NR 

-1.47 

Default 

37 

47  -37 

Senior  Notes §# 

New  York  Central 

4V2 

2013 

D 

-0.1a 

Default 

37 

37  -15y4 

Refund  &  lmprovement# 

Reading  Co. 

3% 

1995 

D 

NA 

Default 

36 

36  -17y2 

First  Mortgage 

Tri-South  Mtge. 

73/4 

1980 

NR 

0.17 

Default 

43 

56  -39 

Senior  Debs.§# 

E.  St.  Louis  Mem.  Bridge 

33A 

1985 

NR 

NA 

Default 

12V2 

NA 

Revenue  Bonds 

itch  Investors  Service,  t  Coverage  of  parent  company. 
I'ment.    #  No  sinking  fund  provision.    §  Subordinated. 


**  Rating  suspended,  t  Interest  payable  in  April. 
NR— Not  Rated.    NA — Not  Available. 


tt  Company  will  not  be  making  next  interest 
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Nothing  Really  Changes 

Fred  Meyer,  at  91,  is  one  of  the  nation's  most 
innovative  retailers.  But  he  laughs  at  the  designation. 
We  just  give  people  what  they  want,  he  says. 

The  son  of  a  Brooklyn  grocer, 
Fred  Meyer  came  west  around  the 
turn  of  the  century  to  pan  for  gold 
in  Alaska,  sold  coffee,  tea  and 
spices  door-to-door  in  a  wagon, 
and  rented  space  to  retailers  way 
before  public  markets  had  been 
replaced  by  supermarkets.  Now 
91,  he  is  still  chairman  of  the' ex- 
ecutive committee  of  Fred  Meyer, 
Inc.,  the  $750-million  Portland, 
Ore. -based  food  and  general  mer- 
chandise chain.  Today  the  Meyer 
chain  has  62  stores  in  the  Pacific- 
Northwest,  a  flourishing  wholesale 
food  operation,  and  a  net  income 
in  1976  of  $14  million. 

"There  are  three  basic  things 
man  has  needed  since  he  was  civi- 
lized," says  Meyer.  "He  had  to 
have  food,  clothing  and  a  place  to 
live.  Even  when  people  lived  in 
caves,  if  you  had  a  monopoly  on 
the  caves  you'd  have  done  quite 
well.  Well,  we're  in  the  food  busi- 
ness, the  clothing  business,  and 
now  we  have  the  mortgages  on  the 
homes 

What's  that  about  mortgages?  In 
1975  the  company  acquired  a  sav- 
ings and  loan  operation,  becoming  the 
first  food  retailer  to  do  so.  Of  the  24 
branches,  21  are  located  right  in  Meyer 
stores,  and  to  attract  savers,  Meyer  of- 
fers savings  "specials"  like  a  pound  of 
coffee  or  a  steak  with  each  new  account. 
While  many  of  the  savers  are  small  first- 
time  accounts,  earnings  from  the  S&Ls 
this  year  should  reach  an  estimated  $1.1 
million,  an  increase  of  161%  over  the 
previous  year. 

Last  fall  Meyer  announced  that  he  was 
entering  the  travel  field,  offering  travel 
packages  at  prices  lower  than  similar 
tours  offered  by  travel  agencies.  "We 
don't  know  if  we  know  a  lot  about"  the 
travel  business,"  Meyer  explains,  "but 
the  cost  of  entry  is  low,  and  we  hope  we 
know  more  than  our  customers." 

All  of  these  new  services  fit  Meyer's 
basic  philosophy  that  shopping  should  be 
simple,  maybe  even  fun:  "Going  to  the 
store  should  be  like  going  to  church  used 
to  be.  It  should  be  a  social  occasion." 
The  typical  Meyer  complex,  whether  it 


Fred  Meyer  Of  Fred  Meyer,  Inc.:  "Even  when 
people  lived  in  caves,  if  you  had  a  monopoly  on 
caves  you'd  have  done  quite  well." 


is  a  single  store  with  departments  or  a 
series  of  stores  in  one  of  Meyer's  37 
shopping  centers,  offers  customers  ser- 
vices ranging  from  a  pharmacy,  food 
store  and  clothing  store  to  a  garden  cen- 
ter and  home-improvement  center. 
Each  department  has  a  manager  who  is  a 
specialist  in  his  particular  merchandise 
area,  but  decision-making  is  centralized 
at  the  divisional  level.  As  the  older  stores 
are  remodeled  and  expanded,  nonfood 
merchandise  is  also  taking  a  greater  por- 
tion of  sales  so  that  the  newer  stores 
really  look  like  department  stores  with 
one  department  devoted  to  groceries. 

Meyer  is  one  of  those  old-time  execu- 
tives who  is  fanatical  about  holding  down 
the  overhead.  Executives  must  pick  up 
their  own  mail  and  supplies  and  are  ad- 
dressed in  interoffice  memos  only  by 
their  initials  (to  save  the  time  required  to 
type  out  full  names).  Even  Meyer  s  late 
wife,  who  served  as  secretary-treasurer 
until  her  death  in  1960,  was  known  only 
as  ECM.  Buyers  who  visit  Meyer's  ware- 


house-like corporate  headquarters  find 
no  chairs  in  the  buying  room — to  dis- 
courage long  visits — and  Meyer's  own 
office  is  a  jumble  of  old  (not  antique,! 
furniture,  yellowing  maps  and  bare 
floors. 

But  putting  his  money  where  it  counts 
has  helped  Meyer  sustain  net  profit  mar- 
gins of  1.9%,  better  than  those  of  big 
national  chains  like  Winn-Dixie 
Stores  (1.7%),  Lucky  Stores  (1.5%) 
or  Safeway  (0.9%). 

While  Meyer's  style  clearly  still 
runs  the  company,  he  has  not 
made  the  mistake  of  trying  to  do 
everything  himself.  Although 
Meyer  calls  them  his  "boys,  Oran 
Bobertson,  Meyer's  chief  execu- 
tive officer  and  heir  apparent,  and| 
President  Cyril  Green  have  been| 
with  the  company  for  over  25 
years  and  are  highly  respected! 
within  the  industry.  Jack  Crocker, 
who  was  president  of  Fred  Meyer, 
Inc.  when  it  was  first  opening  its 
Levi  jeans  centers  to  capitalize  on 
the  boom  in  blue  jeans,  is  now) 
chairman  of  Super  Valu  Stores, 
the  highly  successful  food  whole- 
saler and  general  merchandiser,) 
doing  the  same  thing  with  Supen 
Valu's  Count)'  Seat  stores. 

Fred  Meyer  has  a  long  list  of 
retailing  firsts.  He  opened  the 
world's  first  self-service  drugstore 
in  1930.  When  cigarettes  were  still! 
sold  by  the  package,  he  sold  them 
by  the  carton,  just  the  way  he  sold 
prepackaged  beans  and  sugar.) 
"We  were  one  of  the  first  grocery 
stores  with  paperback  books,"  claims 
Meyer,  whose  old-fashioned  glasses  and 
bow  ties  have  not  changed  over  the 
years.  "The  department  stores  had  a  mo 
nopoly  on  them,  but  today  I  guess  we're) 
the  main  source  of  paperbacks.  " 

He  argues  there  is  really  nothing  newj 
under  the  retailing  sun.  "Public  libraries 
invented  self-service,  not  retailers."  The 
modern  shopping  center,  Meyer  says,  is) 
just  a  new  version  of  the  old  public  mar- 
kets. He  doesn't  think  of  himself  as  a 
pioneer.  "All  we  do  is  look  around,  anq 
what  people  want  we  try  to  give  them. 

Fred  Meyer,  Inc.  finally  went  public 
in  1960,  and  its  5.6  million  shares  recent- 
ly traded  at  25,  an  alltime  high,  nine 
times  last  year's  estimated  earnings. 
Meyer  owns  about  30%  of  the  stock] 
worth  on  paper  a  hefty  $43  million.  Bui 
that  doesn't  impress  the  old  man,  wild 
says:  "I  think  we  would  have  made  mora 
money  if  we  bought  land,  but  we  had  J 
good  banker  who  said,  'Go  into  merchan- 
dising.' And  we  did."  ■ 


the 
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In  1977,  TV  Guide's  advertising  revenue  reached 
$176,000,000,  breaking  the  11-year-old  record 
and  making  it  the  all-time  revenue  leader 
in  magazine  publishing  history. 

In  1977,  TV  Guide  again  led  all  magazines 

in  circulation,  selling  more  than  1  billion  copies 

for  the  fourth  consecutive  year. 

The  challenge:  to  surpass  our  own  records  in  1978. 


TRIANGLE  PUBIICAtlONS  INC 


America  reads TVGuide. 


Gearing  For  A  Boom 

Machine  tool  orders  are  picking  up.  With  its 
break-even  point  way  down,  Kearney  &  Trecker 
is  in  great  shape  to  profit  from  the  pickup. 


There  has  been  at  least  one  bit  of  good 
news  recently  on  the  capital-goods  front: 
Orders  for  machine  tools  are  smartly  on 
the  rise.  For  the  first  11  months  of  1977, 
new  orders  were  up  a  good  34%  over  the 
same  period  of  1976. 

Russell  Hedden,  chief  executive  of 
Milwaukee's  small  but  prestigious  Kear- 
ney &  Trecker  Corp.  explains  the  pickup 
as  being  due  to  the  fact  that  U.S.  indus- 
try is  beginning  to  push  closer  to  its 
capacity.  At  80%  of  theoretical  capacity, 
he  explains,  industry  is  close  to  its  prac- 
tical capacity  and  must  start  ordering 
new  tools.  "Any  operating  rate  above 
80%  is  good  for  us,"  Hedden  says,  "and 
85%  means  we  go  way  up."  U.S.  indus- 
try's current  rate,  according  to  McGraw- 
Hill  figures:  78.5%. 

It  has  been  a  long  wait  for  Russ  Hed- 
den. When  he  came  to  Kearney  & 
Trecker  five  years  ago  from  Bendix 
Corp. ,  the  industry  was  wallowing  in  the 
worst  recession  since  World  War  II.  In- 
dustry shipments  were  down  nearly  50% 
from  their  1968  peak.  Worse,  Kearney  & 
Trecker  was  one  of  the  few  major  compa- 
nies in  the  business  that  was  losing  mon- 
ey— $8  million  on  a  mere  $31  million  in 
1972  sales.  The  fault  wasn't  the  machine 
tool  cycle,  it  was  Kearney  &  Trecker 
itself,  the  way  it  was  run.  "Sure  this 
business  is  cyclical,"  says  Hedden,  "but 
if  you  prepare  for  the  cycle  and  keep 
your  break-even  point  low,  you  can  still 
be  profitable  at  the  lowest  point."  How 
do  you  do  that?  "You  don't  have  to  sell 
that  last  dollar  of  equipment  when  times 
are  good,"  he  replies. 

As  Hedden  sees  it,  the  company  had 
made  some  disastrous  mistakes  in  the 
Sixties — trying  to  sell  that  last  dollar  in 
boom  times.  It  had  ventured  overseas — 
into  Britain  and  Japan — and  then  let  the 
management  lurch  out  of  control.  At  the 
same  time,  it  had  made  a  couple  of  do- 
mestic acquisitions  and  then  bollixed  up 
both  companies.  With  volume  off,  Kear- 
ney &  Trecker  began  losing  money  in 
both  areas.  "The  first  month  after  I  got 
here,"  Hedden  says,  "I  almost  wanted  to 
put  on  my  hat  and  go  home. 

But  Hedden  kept  his  shirt  on  and  his 
hat  off.  Over  a  period  of  years  he  liqui- 
dated the  two  money-losing  domestic 


operations,  concentrating  the  company's 
operation  at  a  single  plant  in  Milwaukee, 
and  reduced  the  company's  overseas  in- 
terests from  50%  in  Japan  to  10%  and 
from  100%  in  England  to  14%.  The  main 
thrust  of  both  of  these  moves  was  to 
reduce  Kearney  &  Trecker's  break-even 
point  where  it  could  live  with  the  inevi- 
table bad  times  in  its  industry.  He  cut 
the  break-even  point  from  perhaps  $50 
million  in  1972  to  under  $40 
million  last  year,  and  that's  low 
enough  to  meet  any  slump  in 
demand  that  Hedden  can  cur- 
rently foresee. 

When  the  machine  tool  busi- 
ness collapsed  again  in  fiscal 
1976  (ended  Sept.  30),  Kearney 
&  Trecker  stayed  solidly  in  the 
black  (though  its  volume 
slipped  from  $90  million  to  $62 
million),  and  its  margins  actual- 
ly held  steady  at  6.3%.  When 
volume  recovered  again  last 
year,  its  margins  widened  even 
more,  and  Hedden  agrees  that, 
with  shipments  likely  to  be  up 
20%  to  25%  this  year,  a  7.5% 
margin  is  not  unattainable. 
With  sales  volume  certain  to 
exceed  $80  million,  this  could 
easily  yield  an  aftertax  profit  of 
$6  million,  or  better  than  $1.50 
a  share.  This  would  still  leave 
Kearney  &  Trecker  somewhat 
short  of  Hedden's  goal  of  a  15% 
return  on  stockholders'  equity, 
but  it  would  be  getting  close, 
about  13%.  If  volume  contin- 
ues to  expand,  the  15%  return 
should  be  in  easy  reach.   

Hedden  sees  Kearney  & 
Trecker  in  the  early  stages  of  what  he 
sees  as  a  long  gradual  expansion  in  ma- 
chine tool  demand.  The  company  spe- 
cializes in  multipurpose  computer-con- 
trolled machine  tools  used  mainly  for 
low-  and  middle-volume  production 
runs.  Its  backlogs  have  risen  from  $31 
million  in  September  1976,  to  $51  mil- 
lion in  September  1977,  to  $61  million  in 
mid-December,  and  the  trend  continues 
to  be  upward.  "Even  with  higher  ship- 
ments," Hedden  says,  "we're  still  man- 
aging to  improve  our  order  book.  We  see 


our  order  rate  continuing  to  climb,  flat- 
tening a  bit  in  late  1978,  and  then  con- 
tinuing upward  into  the  Eighties. 

"What's  held  us  back  is  that  people 
have  put  off  buying  equipment  waiting 
to  see  what  President  Carter  is  going  to 
do.  Machine  tool  demand  isn't  visible 
until  it  takes  off  like  a  bomb,  and  then 
there's  never  enough  capacity  to  meet 
the  demand." 

When  the  explosion  comes,  Kearney 
&  Trecker's  more  hesitant  customers 
may  be  left  out  in  the  cold.  "I  don't  want 
the  last  dollar  of  sales,"  Hedden  repeats. 
"I  want  whatever  sales  come  in,  even  the 
last  dollar,  to  bring  that  incremental 
profit  down  to  the  bottom  line.  As  long 
as  we're  maintaining  a  30%-to-40%  share 
of  market  in  our  product  lines,  we  can 
hold  our  prices,  be  more  than  competi- 


Happy  Ending:  As  president  of  Bendix's  Industri- 
al Group,  Russ  Hedden  wanted  to  run  his  own 
show.  He  got  a  chance  at  Kearney  &  Trecker. 


tive  and  make  money." 

The  $2. 1-biHion-a-year  machine  tool 
business  is  highly  fragmented.  Hedden 
hopes  that  if  Kearney  &  Trecker  behaves 
with  restraint  during  the  next  boom, 
competitors  will  follow  suit,  and  bust 
won't  so  inevitably  follow  boom.  "In  any 
industry,"  he  says,  "somebody  has  to  be 
the  leader,  and  we're  trying  to  give  this 
industry  leadership."  It  would  be  quite  a 
trick  if  Russ  Hedden  could  help  bring 
some  stability  to  this  highly  unstable 
business.  ■ 
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Faces  Behind  The  Figures 


Reluctant  Banker 

Is  Raytheon  Co.  a  bank  or  an  electron- 
ics company?  Right  now  the  Lexington, 
Mass.  outfit  is  sitting  on  some  $800  mil- 
lion in  cash  and  equivalent,  almost  $26- 
a-share  worth  on  a  stock  that  sells  for 
around  $30. 

Rut  if  you've  any  ideas  about  taking 
Raytheon  over  with  its  own  cash,  and 
winding  up  owning  the  working  assets 
for  $4  a  share,  forget  it.  The  money  has 
strings  attached. 

Most  of  the  cash,  some  $625-million 
worth,  represents  prepayments  from 
NATO,  Saudi  Arabia  and  Germany,  who 
have  ordered  Raytheon's  highly  regard- 
ed Hawk  missiles  and  its  air-traffic-con- 
trol systems.  (At  least  a  part  of  another 
I  $160  million,  Raytheon  claims,  is  a  re- 
j  serve  against  income  taxes  that  will  fall 
due  when  the  orders  are  profitably  com- 
Ipleted.)  The  foreign  customers  agreed  to 
pay  in  advance  provided  that  Raytheon 
would  agree  to  fixed-price  contracts;  in 
turn,  Raytheon  got  its  material  suppliers 
to  agree  to  the  same  kind  of  fixed-price 
icontracts.  Raytheon  has  invested  mainly 
in  short-term  municipals  and  Treasury 
bills,  where  it  will  earn  $22  million  this 
year  after  taxes. 

Some  analysts  think  that  Raytheon 
ought  to  put  at  least  some  of  the  money 
to  work  more  imaginatively — a  nice,  big 
Requisition,  maybe?  Why  earn  only  4% 
after  taxes  on  this  huge  cash  hoard? 
!   Not  that  Raytheon  is  uninterested  in 
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aquisitions.  Under  Tom  Phillips,  who 
became  president  in  1964,  Raytheon's 
sales  have  expanded  from  $454  million, 
83%  in  defense,  to  $2.8  billion,  only  45% 
in  defense.  He  has  added  Amana  Refrig- 
eration, textbook  publisher  D.C.  Heath, 
a  road-machinery  company  and  three  en- 
ergy-related firms.  But  more  recently  he 
has  lost  a  couple  of  promising  ones.  Last 
year  he  had  a  deal  to  buy  Falcon  Sea- 
board (Forbes,  Oct.  15,  1977),  a  Hous- 
ton coal  producer,  but  Falcon  pulled  out 
at  the  last  minute.  In  1975  another  deal 
to  buy  ITE  Imperial,  a  good-sized 
Philadelphia-based  electrical-equipment 
maker,  fell  through. 

What's  frustrating  is  that,  besides  all 
that  cash,  Raytheon  has  plenty  of  free 
borrowing  power,  what  with  only  $80 
million  in  long-term  debt  vs.  about  $600 
million  in  stockholders'  equity.  But  that 
big  acquisition  seems  to  elude  Tom  Phil- 
lips, a  born-again  Christian  who  refuses 
to  indulge  in  unfriendly  takeovers.  ■ 


In  Plain  English 

The  annual  report  of  Analog  Devices 
often  sounds  like  George  Orwell's  "New- 
speak  :  "microcomputer  compatible  ana- 
log-to-digital converter  interface  compo- 
nents using  advanced  semiconductor 
technology,"  for  example,  or  "other  costs 
associated  with  hybrid  circuits,  Micro 
Sensors  and  subsystems."  But  the  lan- 
guage of  Analog  Chairman  Ray  Stata  is 
plain  enough.  "Whenever  we  talk  to 
people  on  Wall  Street,"  he  says,  "they 
tell  us  that  Texas  Instruments  is  going  to 
kill  us." 

Stata  founded  the  company  in  1965 
with  his  MIT  roommate.  Matt  Lorber.  It 
makes  the  tiny  devices  that  translate  lin- 
ear information,  such  as  that  produced 
by  a  thermometer,  into  digital  form,  i.e., 
numbers. 

It's  a  market  that  ultimately  will  get 
very  big,  since  it's  all  based  on  modern 
society  s  need  to  monitor  and  control 
blood  pressure,  crime,  automobile  fuel 
injection,  pollution,  the  temperature  of 
toaster  ovens.  This  controlling  is  done  by 
microcomputers,  which  require  a  $10  or 
so  analog  converter  to  complete  their 
missions.  And,  indeed,  the  heavy  hitters 
of  the  electronics  industry,  such  as  Mo- 
torola and  National  Semiconductor  are 
gearing  up  to  sell  to  the  heavy  hitters  in 
the  communications  and  consumer  busi- 
ness, such  as  General  Motors.  "Convert- 
ers are  going  to  be  very  big  in  auto- 
mobile engine  control,  and  every 
telephone  ultimately  may  have  an  analog 
converter  in  it,"  Stata  points  out,  "for 
digital  transmission." 


So  that's  exactly  where  Stata  is  not 
going  to  compete.  He  will  concentrate 
instead  on  his  myriad  smaller-volume 
customers,  such  as  manufacturers  of 
blood  analyzers,  and  onboard  aircraft 
control  systems:  in  short,  the  noncom- 
munications, nonconsumer  part  of  the 
industry.  By  selling  into  a  slice  of  a  slice 
of  a  market,  Analog  Devices  has  become 
a  $50-million  company,  with  an  average 


Micromarketing:  "We  like  to  be  in 

control,"  says  Analog  Devices'  Stata. 
"We  go  after  fragmented  businesses." 


sales  growth  of  more  than  25%  annually 
since  its  founding  only  12  years  ago. 
Earnings  in  1977  were  $1.47  a  share,  up 
19%  from  1976.  By  keeping  his  focus 
narrow,  Stata  thinks  he  can  continue  this 
growth  pattern.  So  apparently  does  giant 
Standard  Oil  Co.  (Indiana),  which  last 
May  bought  14%  of  Analog  Devices. 
That's  a  pretty  good  kind  of  partner  to 
have  if  you  need  money  to  expand. 

Is  Stata  whistling  in  the  dark?  Maybe. 
For  what  if  TI  really  gets  interested  in 
his  slice  of  a  slice?  Meanwhile,  though, 
he  is  betting  that  he  has  found  a  good 
place  to  hide — and  to  make  money.  ■ 


Working  It  Out 

Shed  no  tears  for  Oscar  Wyatt  Jr. — at 
least  not  yet.  Admittedly,  before  Christ- 
mastime things  looked  mighty  scaiy 
around  the  Houston  headquarters  oi  his 
Coastal  States  Gas  Corp.  Many  years 
ago — when  Coastal  and  the  1960s  were 
young — the  company  had  signed  20-year 
contracts  to  deliver  low-cost  natural  gas 
at  fixed  prices  to  such  customers  as  the 
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cities  of  San  Antonio,  Austin  and  Corpus 
Christi.  But  in  the  1970s  Coastal  ran  out 
of  low-cost  gas  and  was  forced  to  pur- 
chase gas  at  rising  prices.  To  keep  Coast- 
al— and  its  municipal  utility  customers — 
in  business,  the  Texas  Railroad  Commis- 
sion ruled  in  1973  that  the  customers  had 
to  p.i\  Coastal  what  Coastal  had  to  pay 
for  gas  plus  5  cents  per  thousand  cubic 
feet  for  the  company's  sustenance. 

But  the  Railroad  Commission  ruling 
did  not  by  any  means  let  Coastal  off  the 
hook.  The  customers  then  sued  Coastal 
for  the  difference  between  what  they  had 
to  pay  and  what  they  had  originally 
agreed  to  pay — suits  which  have  dragged 
on  these  four  years.  To  bring  the  whole 
matter  to  a  head,  the  Railroad  Commis- 
sion announced  last  month  that  Coastal 
would  have  to  pay  its  customers  arrears 
of  $1.2  billion — this,  for  a  company  with 
some  $2  billion  in  assets 

The  customers  don't  really  expect  to 
get  this  money,  and  Wyatt  certainly  has 
no  intention  of  paying  it.  Therefore,  a 
settlement  out  of  court  appears  likely, 
particularly  considering  Wyatt's  nimble 
imagination.  The  onetime  Texas  poor 
boy  is  offering  to  spin  off  Lo-Vaca  Gath- 
ering Co. — Coastals  subsidiary  which 
actually  sells  the  gas  to  the  customers — 
to  Coastal  shareholders.  In  the  process, 
substantial  hunks  of  the  new  shares,  in- 
cluding Wyatt's  own  portion,  would  go 
into  a  trust  for  the  benefit  of  the  offended 
customers.  In  addition.  Coastal  would 
invest  $230  million  over  15  years — or 
roughly  $15  million  a  year — in  searching 


Wrangler:  Texan  Oscar  Wyatt  of  Coastal 
States  corralled  some  nasty  customers, 
but  finally  seems  to  have  soothed  them. 


for  new  gas  supplies  for  Lo-Vaca.  This 
deal  the  customers  seem  to  be  buying; 
the  argument  has  diminished  to  whether 
Coastal  will  write  off  some  additional 
accounts  owed  to  Lo-Vaca  and  the  distri- 
bution of  lignite  deposits.  The  TRC  is 
delighted  at  the  possibility  "I  washing  its 
hands  of  the  whole  thing. 

W  hat  about  Wyatt?  Well,  the  value  of 
his  Coastal  stock  has  fallen  from  about 
$127  million  in  1971  to  $27  million  to- 
day \nd  if  Lo-Vaca  is  spun  off  he  will  be 
the  chairman  of  a  $1 .2-hillion  company 
instead  of  a  $2-billion  one. 

But  his  salary  of  $230,100  at  least 
keeps  him  in  groceries;  and  if  he  no 
longer  speaks  to  the  press — on  the  ad- 
vice of  lawyers — he  and  his  wife,  the 
former  Lynn  Sakowitz  of  the  Houston 
retailing  family,  still  grace  the  nation's 
society  pages,  having  flown  off  recently 
to  Washington  for  the  latest  party  hosted 
by  the  Iranian  ambassador  to  the  U.S.  As 
someone  has  said,  you  only  have  to  get 
rich  once  ■ 


High  Visibility 

Mark  Twain  told  a  story  about  a  man 
who  died  because  he  had  no  foibles  to 
shed.  "Here  was  a  man,  who,  all  of  his 
life.  Twain  said,  "had  been  neglecting 
his  habits."  Like  other  cigarette  compa- 
nies, the  Liggett  Group  has  diversified 
away  from  tobacco,  but,  unlike  them,  it 
has  been  neglecting  cigarettes,  the  prod- 
uct that  made  it  the  toast  of  Durham, 
N.C.  Since  1957,  Liggett's  share  of  the 
cigarette  market  has  dropped  from 
14.5%  in  1957  to  3.5%  in  1977. 

So  bring  in  Kinsley  van  Rensselaer 
Dey  Jr.,  53,  grandson  of  the  author  of 
the  Nick  Carter  detective  stories,  known 
to  his  friends  as  "K.V.,"  a  nonsmoker,  a 
northerner  and,  more  to  the  point,  a 
veteran  of  almost  30  years  in  consumer 
marketing,  most  of  them  with  Coca- 
Cola.  As  the  new  head  of  the  roughly 
$300-million  domestic  tobacco  division 
at  Liggett,  Dey  (pronounced  "die")  faces 
a  bleak  industry  prospect  overall;  sales 
growth  has  been  flat,  averaging  about  1% 
to  1.5%  since  1974.  But  Dey  sees  one 
hot  spot  within  this  trend — low-tar  ciga- 
rettes, sales  of  which  rose  38%  last  year 
to  make  up  about  a  quarter  of  the  total 
cigarette  market.  His  low-tar  vehicle  is 
Liggett's  "Decade,"  a  5-mg.  "tar"  ciga- 
rette named  for  the  number  of  years 
required  to  develop  it.  Almost  100%  of 
Liggett's  1977  cigarette  promotional 
funds  were  used  to  introduce  Decade 
and  L&M  Lights,  a  low-tar  extension. 
Although  Dey  won't  say  how  much  that 
was,  he  acknowledges  that  it  was  at  least 
$30  million,   almost  equal  to  Liggett 


Croup's  entire  1976  earnings.  Dey  is  also 
putting  his  mouth  where  his  money  is. 
He  has  been  courting  the  press  since 
Decade  went  national  in  September,  a 
role  usually  filled  by  the  vice  president 
of  sales. 

Dey  admits  that,  while  the  low-tar 


Up  In  Smoke:  Kinsley  Dey,  now  at  Lig- 
gett Croup,  is  savoring  a  rising  market 
share  for  his  new  brand,  Decade. 


market  offers  dizzying  rewards,  only  one| 
out  often  new  brands  is  successful.  Butl 
judging  from  test-market  results,  Dey 
says,  "We  expect  Decade's  share  at  the: 
end  of  1978  to  be  about  0.8%.  And  1%  iiJ 
this  industry  is  excellent."  Whether  De-j 
cade  makes  it  or  not,  no  one  can  accuse 
Dey  of  fearing  a  position  of  very  high 
visibility.  ■ 


Power  Player 

Yot)  don't  have  to  know  a  goalie  from  a| 
defenseman  to  see  that  professional 
hockey  is  skating  on  thin  ice.  Fan  atten- 
dance has  fallen  10%  in  two  years,  and 
last  summer  4  of  the  18  National  Hockeyi 
League  franchises  were  close  to  closing 
down.  Violence,  treated  with  heavy  fines! 
and  suspensions  in  other  sports,  is 
yawned  at  in  hockey  .  There  are  those) 
who  feel  the  sport  is  coming  to  depend 
on  it  for  drawing  power.  Hockey,  more 
important,  is  the  only  professional. teamj 
sport  without  the  all-important  network) 
television  contract,  and  hockey's  lopH 
sided  competition  is,  for  some,  bad 
entertainment. 

At  center  ice  is  Alan  Eagleson,  the 
recognized  king  of  pro  hockey.  The  444 
year-old  Toronto  attorney  and  corporate 
lobbyist  is  the  agent  for  100  of  the  408 
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Four 

essentials  of  business 
people,  capital,  plant 

and 

Dun  &  Bradstreet 


Dun  &  Bradstreet? 

Yes,  Dun  &  Bradstreet.  Because  9  out  of  every  10 
jiess  transactions  are  done  on  credit.  And  Dun  & 
street  is  the  business  world's  number  one  source  of  com- 
ial  credit  information. 

Only  Dun  &  Bradstreet  can  tell  business  what  it  needs 
pw  about  over  5.000,000  companies  worldwide  Informa- 
jhat's  complete,  accurate  and  up-to-date.  Information 
essential  for  credit  managers,  those  professionals  who 


have  the  tough  job  of  deciding  who's  good  for  how  much. 

For  1,35  years,  Dun  &  Bradstreet  has  been  helping 
credit  managers  make  decisions.  And  today,  D&B  is  doing  it 
better  than  ever,  with  its  nationwide  network  of  offices  linked  by 
a  $50-million  computer  terminal  system  to  our  National  Busi- 
ness Information  Center. 

Look  at  it  this  way.  If  there  were  no  Dun  &  Bradstreet. 
business  would  have  to  invent  one. 

It's  as  basic  as  A-B-C. 


DUN  &  BRADSTREET 

The  essential  business.™ 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know.  The  Reuben  H  Donnelley  Corporation -Corinthian  Broadcasting  Corporation 
&  Bradstreet  International'Dun-Donnelley  Publishing  Corporation 'Moody's  Investors  Service 'Marketing  Services  Division -Management  Consulting  Division. 


Faces  Behind  The  Figures 


NHL  pucksters  and  head  of  the  players' 
association.  Eagleson  works  for  manage- 
ment, too,  representing  general  manag- 
ers in  their  dealings  with  the  owners  and 
aiding  the  owners  in  arranging  interna- 
tional hockey  tournaments. 

Eagleson  refuses  to  admit  that  it  is  his 
own  franchise,  the  ability  to  deliver  high 
salaries  to  his  player-clients — such  as  the 
$200,000  collected  by  superstar  Phil 
Esposito— that  put  hockey  in  its  sorry 
state.  "The  owners  played  right  into  the 
players  hands  with  their  indiscriminate 
expansion,"  he  maintains.  (League  fran- 
chises have  tripled  in  the  last  decade 
making  the  demand  for  stars  acute.)  But 
the  onetime  member  of  the  Canadian 
Parliament,  in  fact,  claims  to  have 
helped  the  game  by  reducing  the  play- 
ers' demands. 

Such  player  and  agent  concessions 
may  be  too  little,  too  late,  however. 
"The  lineup  of  fools  looking  to  buy  a 
hockey  team  is  a  lot  shorter  than  it  used 
to  be,"  says  Eagleson.  "Five  years  ago 


Both  Sides  Of  The  Rink:  Alan  Eagleson 
works  not  only  for  hockey's  highest  paid 
players,  but  for  their  bosses  as  well. 


you  could  buy  anything  related  to  sports 
and  double  your  money  in  six  weeks." 
Indeed,  the  present  Cleveland  franchise 
was  set  up  for  $2  million  in  1967,  and  ten 
years  later  was  sold  at  a  rumored  S10 
million.  Those  days  are  gone.  Recent  tax 
changes  let  sports  team  owners  allocate 
only  half  their  franchise  purchase  costs  to 
player  contracts,  which  can  be  depreciat- 
ed; yet,  in  hockey,  over  half  the  take 
actually  does  go  to  salaries.  And  without 
a  national  television  contract,  "we've  got 
a  minor  league  image,"  Eagleson  admits. 


"Maybe  we're  just  a  regional  [Canada 
and  northern  U.S.]  sport." 

But  don't  say  Alan  Eagleson  didn't 
warn  you:  "I  wouldn't  invest  in  an  NHL 
club.  The  best  thing  to  be-  in  sports  is  the 
concessionaire.  Just  walk  in  and  sell  the 
hot  dogs  and  beer.  Or  hold  the  parking 
franchise.  Don't  own  anything."  But  if 
he  profits  from  "fools"  buying  franchises, 
why  is  he  knocking  it?  Because  he 
doesn't  profit  from  representing  the  av- 
erage player.  Why,  then,  is  he  "in"  the 
business?  "Fewer  franchises  mean  the 
lesser  players  will  be  dislodged  for  better 
caliber  personnel,"  Eagleson  says.  'And 
it's  the  big  stars,  not  the  fringe  players, 
that  bring  the  owners  to  their  knees."  ■ 


Ray  Of  Hope? 


Like  many  solar-energy  companies,  In- 
terTechnology  Corp.  is  struggling.  The 
tiny  (sales:  $1.5  million)  outfit  has  yet  to 
turn  a  profit,  and  was  technically  bank- 
rupt until  it  went  public  last  February. 
Like  the  others,  it  is  looking  for  a  buyer 
to  provide  the  capital  to  grow.  But  ITC 
has  an  asset  the  others  do  not  have  in  Dr. 
George  Szego,  a  recognized  leader  in 
solar  technology.  From  ITC  headquar- 
ters in  a  converted  Safeway  store  in  War- 
renton,  Va.  (pop.:  5,000),  Szego  has 
competed  successfully  with  the  likes  of 
General  Electric  and  Honeywell  for  the 
government  research  contracts  that  have 
been  the  backbone  of  the  solar  industry 
thus  far. 

Now  the  solar  industry  is  moving  from 
the  research  contracts  to  money-making 
commercialization,  and  Szego's  tiying  to 
move  with  it.  "We  want  to  get  out  of 
renting  human  capabilities  to  the  gov- 
ernment," the  scientist  says,  "so  we're 
investing  in  hardware."  For  the  short 
term  that  means  solar  collectors,  where 
ITC  will  be  squaring  off  against  such 
large  companies  as  PPG.  But  it's  Szego's 
long-term  notions  that  may  be  ITC's  ace- 
in-the-hole.  It  has  exclusive  rights  on  a 
system  to  generate  electrical  power  via 
osmotic  pressure,  created  by  liquid  dif- 
fusion through  a  membrane.  While  the 
initial  capital  investment  on  the  osmo- 
hydro  process  is  comparable  with  fossil 
fuel-generated  electricity,  once  the  pro- 
cess is  in  place  there  is  no  use  of  irre- 
placeable fuels,  no  pollution-control 
costs,  and  none  of  nuclear  energy's  re- 
processing and  storage  costs,  Szego  says. 
The  potential  market?  He  believes  it 
could  total  $1  trillion. 

That  might  sound  like  the  daydreams 
of  a  mad  scientist  were  it  not  for  Szego's 
credentials.  With  a  Ph.D.  in  chemical 
engineering,  Szego,  58,  worked  on  the 
space  electric  power  and  technology 


Sun  Spot:  Some  of  the  world's  leading 
solar  technology  is  emitted  from  George 
Szego's  converted  Safeway  store. 


projects  of  TRW  and  General  Electric. 
Solar-energy  experts  inside  the  Depart- 
ment of  Energy  recognize  him  as  a  pio- 
neer in  the  field,  and  technicians  from 
giant  energy  companies  often  make  the 
trip  to  Warrenton  to  sit  at  his  feet. 

Szego's  visions  need  money  to  tum 
into  reality— and  that  s  what  ITC  lacks. 
(At  one  point,  Szego  had  nearly  $1  mil- 
lion of  his  own  money  tied  up  in  the 
company.)  As  a  result,  he's  looking  "for 
someone  to  give  us  the  muscle  we  don't 
have."  The  pitfalls  are  many:  untried 
technology,  stiff  competition  and,  within 
the  next  few  years,  the  probable  with- 
drawal of  the  industry's  main  partner, 
Uncle  Sam.  Can  Szego  make  the  transi- 
tion from  science  to  business?  He  feels 
he  has  to.  "As  this  industry  grows,"  he 
says,  "it'll  be  a  lousy  job  just  to  run  a 
think  tank!"  ■ 


Three  Who  Dared — 
With  Government  Help 

Three  businessmen  who  have  branched 
out  from  large  corporations  to  start  their 
companies  may  not  constitute  a  trend. 
Nor  does  the  fact  that  all  three  have  used 
one  or  another  government  to  achieve 
the  "break."  But  these  three  men  re- 
cently did  the  former  by  using  the  latter. 
Take  Entrepreneur  One: 
Golden  Labyrinth 
William  S.  Hart  last  month  ought  to 
have  sent  Christmas  cards  to  the  U.S 
Economic  Development  Administration, 
the  Internal  Revenue  Service,  San  Joa- 
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usiness  Week 


undZinzen 


The  Journal  of  Commerce 


Borsen-Zeitung 


U.S.  companies  flee  the  mark  ~ 

*T"  Fearing  a  rise  in  the  mark,  dta 

f^^S^^  treasurers  are  borrowing 


Business  Week 


Wfonde 


Snake's  twists  surprises  many; 
more  changes  seen  likely. 


B  Money  Manager 


New  York  Times 


  >  m 


If  you  want  answers  to 
iternational  money  problems  before  they  threaten  you, 

PELL  IT  TO  THE  MARIN" 


The  problems  a  corporate  treasurer  faces  in  doing 
siness  internationally  are  enough  to  keep  anyone  up  at 
ftt.  And  part  of  the  problem  is  that  there  are  no 
swers  that  work  every  day.  Rates  move,  regulations 
i  rewritten,  and  governments  change. 
I  Frankly,  there  are  so  many  problems  that  your 
•porate  treasury  team  could  probably  double  in  size 
i  still  not  have  all  the  resources  you  need.  That's 
ere  we  come  in. 

Marine's  International  Treasury  Management  Group 
'oreign  exchange  advisors,  money  market  experts, 
:ountants,  and  economists  has  15  proven  systems  to 
p  you  protect  earnings  per  share  and  cash  flow. 

We  can  not  only  advise  you  on  what  you  might  do, 
can  tell  you  in  very  realistic  terms  what  will  happen 
ou  do  it.  Or  don't  do  it.  And  we  can  execute  any 
:isions  you  make. 


For  example,  MARINFEX ,  one  of  Marine's  computer 
models,  lets  you  precisely  calculate  the  impact  of  fluctua- 
tions on  earnings  under  FASB  #8.  And  our  foreign 
exchange  exposure  management  service  helps  you  define 
your  global  exposure  and  then  devise  strategies  to  opti- 
mize it,  including  daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury 
Management  Group  can  help  you  with  day-to-day 
trading  decisions  and  longer-term  hedging,  with  funds 
flow,  with  alternate  financing,  with  short-term  money 
investments,  with  leading  and  lagging  strategies,  with 
international  cash  management,  with  world-wide  tax 
consequences,  with  currency  monitoring,  with  specific 
currency  studies,  and  with  foreign  exchange 
forecasting. 

In  short,  with  all  the  international  money  problems 
that  can  plague  you.  Just  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK 


iffalo.  New  York  City  (212-797-5963).  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London  (011-441-628-2230),  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


Faces  Behind  The  Figures 


Hart  of  Pacific  Paperboard  Products 


quin  County  of  California  and  members 
of  the  paperboard  workers  union.  Hart, 
with  their  help,  and  with  only  $150,000 
of  his  own  money,  had  launched  a  com- 
pany called  Pacific  Paperboard  Products 
that  should  generate  sales  of  S70  million 
during  its  very  first  year.  Hart,  41,  might 
be  called  one  of  a  new  breed  of  entrepre- 
neurs, who  find  their  opportunities  em- 
bedded in  the  labyrinth  of  government 
bureaucracy. 

First,  Hart  was  able  to  parlay  high 
unemployment  (11%)  in  San  Joaquin 
County  into  a  25-year  loan  of  $5.5  mil- 
lion at  3% — yes,  3% —  on  which  no  prin- 
cipal is  due  for  five  years.  The  loan,  from 
San  Joaquin  County,  was  provided  by  a 
grant  from  the  Economic  Development 
Administration  to  prevent  the  loss  of 
some  560  jobs  in  a  paperboard  mill  and 
carton  plant  slated  for  closing  by  Fibre- 
board  Corp.,  Hart's  former  employer. 
After  unsuccessfully  looking  for  other 
purchasers  for  a  year,  Fibreboard  told 
local  and  federal  officials  that  Hart's  was 
the  only  offer,  and  Hart  warned  that 
even  his  bid  was  conditional  on  the  juicy 
terms  of  the  loan. 

Next,  Hart  took  advantage  of  IRS  pro- 
visions by  organizing  his  new  company 
around  an  Employee  Stock  Ownership 
Plan  (ESOP),  which  actually  received 
the  County  loan,  then  gave  it  to  the 
company  in  exchange  for  stock.  As  the 
company  makes  tax-deductible  pay- 
ments to  the  ESOP,  stock  is  put  into 
employee  accounts  and  the  ESOP  pays 
off  the  loan.  The  effect  will  be  that, 
unlike  conventional  loans,  the  principal 
will  be  tax-deductible. 

Finally,  Hart  got  the  union's  help.  In 
order  to  encourage  further  loans  of  some 


Baker  of  American  Safety  Razor 


$13  million  from  private  lenders.  Hart 
persuaded  the  .500-odd  union  members 
at  the  plant  to  reduce  the  level  of  their 
fringe  benefits. 

Some  competitors  believe  Hart's  effort 
was  in  vain,  that  the  $14.4  million  he 
paid  for  the  San  Joaquin  and  other  Fibre- 
board  facilities  will  be  money  down  the 
drain.  One  claims  that  Hart  bought 
down-at-the-heels  equipment,  and  says: 
"I  don't  think  it  will  By.  It  might  survive 
a  year  or  so,  but  that's  about  it." 

But  new  enterprises  are  always  risky, 
and  if  Hart's  company  goes  belly-up,  his 
losses  will  be  shared  by  partners,  includ- 
ing U.S.  taxpayers.  And  isn't  that  what 
venture  capital  is  all  about? 
Flickering  Out 

Entrepreneu  r  Two,  John  Baker,  once 
head  of  the  ailing  American  Safety  Razor 
div  ision  of  giant  Philip  Morris  and  now 
president  of  an  independent  American 
Safety  Razor,  also  used  government 
money  to  spin  himself  and  eight  other 
ASR  executives  off  from  a  parent.  Philip 
Morris  had  been  trying  to  unload  ASR 
for  years,  but  when  it  finally  found  a 
buyer  in  Bic  Fen  Corp.,  the  FTC  said 
no — despite  the  fact  that  ASR  has  only 
12%  of  the  U.S.  razor  market,  and  Bic 
barely  1%,  compared  to  60%  for  Gillette. 
Disgusted.  Philip  Morris  decided  to  liq- 
uidate the  business,  which  would  have 
thrown  800  more  people  out  of  work  in 
depressed  Stanton,  Va. .  the  ASR  factory 
site.  Enter — you  guessed  it — the  Eco- 
nomic Development  Authority,  which 
lent  Baker  and  his  friends  $6  million  of 
the  $16  million  to  buy  ASR.  Baker's 
group  put  up  only  $600,000,  and  he 
thinks  they  can  make  a  go  of  it.  "We're 
not  taking  on  Gillette  head  on,"  he  says. 


Leutwyler  of  Baker  World  Trade 


"We're  the  major  factor  in  the  ladies 
shav  ing  market  with  our  Flicker'  razor 
and  while  it's  not  a  big  market,  it's  bi| 
enough  for  us." 
Hammer,  Sickle,  Oil  Tools 
Entrepreneur  Three  doesn't  have 
government  for  a  partner,  but  he  ha 
governments  as  his  customers — eommu 
nist  governments.  Until  October,  Kur 
Leutwyler.  47.  headed  the  oil  tool 
group  at  Baker  International,  one  of  thi 
biggest  (STOO-million  sales)  suppliers  o 
oil-field  equipment.  Leutwyler  heade< 
a  $120-million  business  with  five  divi 
sions.  Now  he  is  chairman  of  a  $20 
million  company  into  which  he  s  sun! 
his  life  s  sav  ings.  Baker  World  Trade.  I 
was  set  up  specifically  to  trade  with  so 
cialist  countries  and  other  nation 
where,  as  Leutwyler  puts  it,  govern 
ments  want  to  produce  oil  but  need  spe 
cial  equipment  financing.  Where  cap 
italist  oil  producers  order  equipment  a 
needed,  state-owned  operations  tend  t< 
plan  and  order  in  advance.  This  make 
for  unusually  large  orders  and  agile  fi 
nancing — near  barter  at  times.  Leut 
vvyler's  two  partners,  former  Baker  ex 
ecutives  J.  Ray  Pace  and  Bobby  Taylor 
are  experts  in  that. 

The  three  were  encouraged  in  thei 
v  enture  by  Baker,  which  presumably  wil 
supply  many  of  the  oil  tools  they  sell.  an< 
which  believ  es  that  its  49%  interest  in  fh< 
new  company  will  be  more  valuable  thai 
hav  ing  the  former  executives  on  the  pay 
roll.  As  for  Leutwyler,  he  sees  the  ofi 
spring  eventually  reducing  Baker  Inter 
national's  ownership,  making  the  thre< 
partners  truly  independent.  Which 
when  you  think  about  it.  may  be  a  treiw 
in  business  after  all.  ■ 
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year  ago,  we  promised  TIME'S  readers  and 
advertisers  a  bright  new  look— bold  splashes  of 
color  and  fresh  graphics  throughout  every  edi- 
torial department.  We  kept  our  promise— and 
readers  and  advertisers  alike  have  responded 
enthusiastically.  Subscription  and  newsstand 
sales  have  been  strong.  And  advertisers  have 
helped  TIME  set  some  new  records.  In  1977, 
advertisers  invested  $166  million  in  U.S.  edi- 
tions of  TIME  ($30  million  more  than  ever 
before  ran  in  a  news  magazine),  and  $42  mil- 
lion in  TIME'S  overseas  editions.  An  increase  of 
400-plus  advertising  pages  in  the  U.S.  gave 
TIME  far  and  away  the  largest  page  growth  in 
the  news  magazine  field.  All  of  which  again 
supports  a  basic  premise  at  TIME:  If  you  con- 
tinue to  give  people  something  more,  some- 
thing better,  youll  continue  to  stay  out  in  front. 


Tie  most  colorful  coverage  of  the  week 


Applying  heat 
to  solve 
problems 
fires 

Midland-Ross 
growth. 

Midland-Ross  sales  were  up  again 
in  1977  for  the  sixth  consecutive 
year.  So  were  dividends,  net 
income  and  shareholders'  equity 
from  continuing  operations.  The 
outlook  for  1 978  is  very  favorable. 

Much  of  this  growth  stems  from 
application  of  the  Midland-Ross 
philosophy:  develop  leader- 
ship positions  and  build  on 
them.  It's  working. 
One  example. 

Midland-Ross  is  the  world's 
largest  supplier  of  high  tempera- 
ture furnaces  and  heat  treating 
equipment  and  we're  building  on 
our  knowledge  of  heat.  Acquiring 
Stein  Surface  SA  broadened 
our  world  markets  and  adding 
Robotron  gives  us  a  new  induction 
heating  capability.  We've  devel- 
oped new  systems  which  safely 
dispose  of  harmful  or  toxic  wastes 
and  another  which  destroys 
airborne  bacteria.  We're  working 
on  a  process  to  boost  the  BTU 
content  of  Synthetic  Natural  Gas 
produced  from  coal. 

We're  on  the  move.  If  you'd  like  to 
know  more  about  us,  write: 
Midland-Ross  Corporation,  Dept. 
M,  55  Public  Square,  Cleveland, 
Ohio  44113. 
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Tractor  Diplomacy 

The  next  thing  you  know  some  farmers  will  try  to  "levitate" 
the  Department  of  Agriculture  the  way  hippies  and  Yippies 
once  tried  to  use  mind  power  to  separate  the  Pentagon  from  its 
foundations.  Highly  respectable  farmers,  who  were  horrified 
by  the  antics  of  young  radicals  of  a  few  years  ago  have  taken  a 
leaf  out  of  the  longhairs'  book  by  holding  raucous  tractor 
protests  around  the  country.  This  tantrum-throwing-for-bene- 
fit-of-TV-cameras  may  help  achieve  the  farmers'  immediate 
objectives  of  higher  price  supports.  Long  run,  however,  it  is 
likely  to  be  self-defeating.  Here  s  why: 

While  Federal  Reserve  banks  frequently  disagree  about  how 
to  cany  out  monetary  policy,  2  of  the  12  banks  have  just 
completed  separate  studies  of  agricultural  policy  and  reached 
exactly  the  same  conclusion:  Farm  supports  encourage  produc- 
tion and  lead  to  surpluses  which  bring  new  pressures  for  price 
reductions  that  could  cut  into  the  earlier  increases. 

Both  the  Federal  Reserve  Bank  of  Kansas  City  and  the 
Federal  Reserve  Bank  of  St.  Louis  found  that  higher  prices  are 
of  little  benefit  to  farm  labor  or  low-income  farm  families  who 
are  supposed  to  be  the  major  beneficiaries  of  price-propping. 
Instead,  most  of  the  gains  accrue  to  larger  landowners. 

The  problem  for  those  who  would  like  to  make  rules  is  that 
in  this  nonutopian  world,  farm  production  seesaws  with  the 
level  of  farm  product  prices.  As  one  rises,  the  other  falls — -and 
then  each  reverses.  It  just  does  not  seem  to  be  within  the  limits 
of  human  frailty  to  develop  a  set  of  controls  that  would  bring 
big  crops  and  herds  at  low  prices  to  the  consumer.  Low  prices 
tend  to  reduce  production.  Low  production  tends  to  raise 
prices.  It  seems  almost  impossible  to  make  both  farmers  and 
consumers  happy  at  the  same  time. 
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High  price  supports  were  spelled  out  in  the  Agricultural  Act 
of  1948  despite  misgivings  of  many  officials.  The  consequence 
was  excess  production.  Next,  there  were  flexible  price  sup- 
ports in  the  19.54  act  as  Congress  and  the  Administration  fought 
over  how  to  combat  growing  surpluses. 

Next  came  the  "balanced"  approach  of  limiting  output 
through  acreage  set-asides  and  soil  bank  programs  while  subsi- 
dizing food  exports.  The  concept  involved  protection  of  farm 
income  through  direct  payments  to  family  farmers. 

Through  the  years  farm  legislation  has  not  been  able  to  come 
up  with  the  right  balance  of  supply  management,  price  sup- 
ports and  payments  to  farmers  to  maintain  farm  income.  Our 
farm  spokesmen  are  nothing,  if  not  inconsistent.  When  foreign 
governments  were  clamoring  for  U.S.  goods  in  1972,  they 
raised  the  cry  to  get  the  government  out  of  farming  and  allow 
the  market  to  take  over.  Profits  were  generous  then.  With  the 
record  crops  of  1976  and  1977,  the  same  groups  which  wanted 
a  free  market  in  1975  began  calling  for  acreage  restrictions, 
much  higher  price  supports  and  larger  target  price  deficiency 
payments. 

The  Food  and  Agriculture  Act  of  1977  could  well  turn  out  to 
be  a  farm  and  national  boondoggle.  It  provides  a  support  price 
for  feed  grains  through  1981  at  the  1978  level  of  supports 
adjusted  for  changes  in  cost  of  production.  But  changes  in 
whose  cost?  Some  farmers  are  more  efficient  than  others. 

Don't  get  us  wrong.  We  admire  and  respect  our  farmers  and 
we  wish  them  great  prosperity;  they  deserve  it.  But  we  are 
wondering  whether  they  have  picked  the  best  methods  for 
achieving  their  own  prosperity.  And  whether  they  really  want 
to  emulate  the  Yippies  and  hippies.  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  cons"n>er 
price  index) 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Forecasting  With 
Only  Half  The  Facts 


By  Ben  Weberman 


". . .  Where  will  the  boom  come  from? 


#ms  the  new  year  got  under  way,  the 
interest  rate  forecasts  were  almost  uni- 
formly gloomy,  predicting  tighter  money 
and  lower  bond  prices.  But  in  my  opin- 
ion, there  is  a  flaw  in  the  forecasts.  It  is 
this:  They  are  based  on  the  premise  that 
there  will  be  an  economic  boom.  Where 
will  this  boom  come  from? 

I  am  firmly  convinced  that  1978  will 
be  a  year  of  moderation  in  the  economy. 
Capital  spending  will  expand — but  slow- 
ly. Consumer  spending,  however,  will 
be  lucky  to  hold  even  with  1977  because 
consumer  debt  has  reached  a  level  at 
which  repayments  are  likely  to  equal  or 
exceed  new  commitments.  Will  federal 
spending  be  expansionary?  Mildly  so, 
but  the  total  deficit  will  be  well  under 
the  $60  billion — a  $15-billion  increase 
over  fiscal  1977 — that  some  experts  are 
predicting  for  fiscal  1978. 

Those  who  anticipate  a  huge  federal 
deficit  seem  to  forget  that  increases  in 
Social  Security  taxes  are  already  a  fait 
accompli,  while  the  tax  reduction  has  yet 
to  even  reach  Congress. 

The  pessimistic  forecasts  are,  to  say 
the  least,  rather  one-sided.  They  are 
based  on  a  tendency  to  look  at  only  one 
set  of  facts.  They  emphasize  the  worri- 
some evidence  while  ignoring  the  evi- 
dence that  suggests  we  will  have  an  only 
moderately  expanding  economy.  That 
kind  of  forecasting  starts  with  a  conclu- 
sion and  then  works  back  for  the  facts. 

But  if  you  look  at  all  the  facts,  it  seems 
to  me  that  what  you  would  come  up  with 
is  a  conclusion  that  the  expansionary  fac- 
tors will  be  almost  balanced  by  the  reces- 
sionary factors.  Whence,  therefore,  the 
boom? 

Sure,  farmer  protests  will  increase  the 
likelihood  of  higher  price  supports — but 
don't  forget  that  there  will  be  a  counter- 
vailing tendency  in  the  fact  that  there  are 
bumper  crops  all  over  the  world.  The  tax 

Mr.  Weberman  is  economics  editor  of  Forbes 
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cut,  if  and  when  it  comes,  will  probably 
be  mostly  soaked  up  by  higher  Social 
Security  levies. 

Sure,  there  will  be  inflation  in  1978. 
But  let's  assume  it  stays  close  to  the  1977 
level  of  6%.  At  that  rate,  long-term  inter- 
est rates  ought  to  remain  in  the  present 
8%-to-8.5%  range. 

Certainly  there  are  uncertainties.  That 
being  so,  I  hedge  a  bit  and  recommend 
that  most  investors  restrict  new  bond 
market  commitments  to  securities  in  the 
one-  to  three-year  maturity  range,  where 
they  can  get  a  return  close  to  the  longer- 
term  rate  without  submitting  to  the  mar- 
ket-price risks  inherent  in  long-term 
bonds  at  this  uncertain  moment  in 
history. 

How  To  Figure  Yields 

The  ordinary  investor  often  gets  hope- 
lessly confused  when  he  tries  to  figure 
out  how  to  calculate  interest  rates.  It's  no 
wonder.  There  are  a  bewildering  num- 
ber of  different  ways  that  the  trade  does 
so.  If  you  are  going  to  invest  in  debt 
securities,  you  ought  to  be  aware  of  some 
of  these  differences. 

For  example,  there  are  some  short- 
term  securities  of  equivalent  quality  and 
with  stated  equal  interest  rates  that  actu- 
ally yield  a  bit  more  than  others.  This  is 
because  the  stated  yield  for  some  types 
of  debt  instruments  is  determined  over  a 
360-day  period.  For  others,  the  basic 
period  is  365  days.  Yet  both  are  reported 
to  carry  the  same  rate  of  interest. 

The  difference  is  not  huge,  but  it  can 
be  significant.  Traditionally  calculated  in 
365-day  years  are  Treasury  notes  and 
bonds  and  New  York  City  notes.  Using  a 
360-day  year  are  Treasury  bills,  federal 
agency  issues,  bank  certificates  of  depos- 
it, tax-exempt  notes  (other  than  those  of 
New  York  City)  and  directly  issued  com- 
mercial paper.  With  the  360-day  interest 
calculations,  needless  to  say,  you  have  an 
extra  five  days  a  year  in  which  to  earn 
interest.  The  gross  return  is  increased 
over  the  stated  return. 

There  is  a  simple  formula  for  figuring 


the  yield  superiority  of  the  360s  over  the 
365s.  I  am  grateful  for  it  to  Robert  W. 
Quinn,  executive  vice  president  of 
Cleveland's  Gelfand,  Quinn  &  Associ- 
ates, investment  portfolio  advisers.  The 
formula  works  like  this:  On  your  calcula- 
tor divide  the  interest  rate  by  360,  this 
gives  you  the  actual  daily  return.  Now 
multiply  the  resulting  number  by  365; 
this  gives  you  the  actual  annualized  re- 
turn in  dollars  on  the  360-day  securities. 
For  example,  suppose  the  stated  interest 
rate  is  6%;  the  daily  rate  works  out  to 
.01666;  the  real  annualized  rate  would 
be  6.09%.  The  difference  isn't  huge,  but 
in  a  big  portfolio  it  makes  a  difference. 

The  following  type  securities  sell  at 
discounts  rather  than  actually  paying  in- 
terest: Treasury  bills;  some  short-term 
federal  agency  notes;  acceptances,  deal- 
er-issued commercial  paper.  With  such 
issues  you  get  no  interest,  but  buy  at 
below  par  and  get  paid  off  at  par  at  the 
maturity  date. 

Especially  complicated  are  the  highly 
popular  Government  National  Mortgage 
Association  pass-through  certificates. 
They  have  a  particularly  attractive  com- 
pounding feature.  Because  interest  is 
paid  monthly,  rather  than  semi-annual- 
ly, the  investor,  provided  he  reinvests, 
gets  a  higher  yield  than  the  coupon  alone 
indicates — the  bonus  yield  currently  is 
about  0. 15%.  (It's  like  the  difference  be- 
tween a  savings  bank  that  compounds 
interest  monthly  and  one  that  com- 
pounds only  semi-annually;  if  the  basic 
interest  rate  is  the  same  in  both  in- 
stances, obviously  the  first  bank  is  pay- 
ing a  higher  compounded  yield. 

This  helps  make  the  GNMAs  very 
popular.  Their  basic  yield  recently  was 
about  8.45%  on  the  basis  of  an  average 
maturity  of  12  years.  Treasury  notes  of 
roughly  similar  maturity  yielded  only 
7.95%.  The  advantage  is  even  more  with 
the  GNMAs  when  you  take  into  account 
the  compounding  feature,  which  lifts 
their  yield  to  8.6%. 

Fixed-income  securities  are  increas- 
ingly popular  among  individual  investors. 
It  constantly  amazes  me  how  few  of  them 
understand  these  simple  basic  facts.  ■ 
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LATE  BREAKING  INVESTMENT  NEWS 


FIDELITY  INTRODUCES: 


TAX-FREE  YIELD 


New  Fund  Has 
No  Sales  Charge; 
Low  Management 
Fee  Cited 

Higher  Yield 
Is  Envisioned 

Fidelity  has  just 
introduced  a  fund  with 
timely  investor  appeal. 
The  new  fund,  Fidelity 
High  Yield  Municipals, 
puts  an  intentional 
emphasis  on  the  "high" 
in  its  name. 

The  portfolio  will 
be  comprised  of  high- 
yield,  medium  quality 
municipal  bonds.  Because 
of  this  fact,  the  new  fund 
differs  from  the  high 
quality  Fidelity  Municipal 
Bond  Fund.  It's  perhaps 
best  compared  to  other 
funds  that  place  less 
emphasis  on  quality. 

Fidelity  has 
adopted  an  intensive 
management  approach 
in  seeking  to  maintain 
the  yield  and  limit  risk. 
The  Fund's  low  expenses 
are  designed  to  appeal 
to  investors  seeking 
greater  tax-free*  income. 

Low  Expenses  A  Key 
There  is  no  sales 
charge  or  redemption  fee 
for  Fidelity  High  Yield 
Municipals.  The  manage- 
ment fee  is  low  (45/100  of 
1%)  and  should  be  com- 
pared with  competing 
funds. 

Astute  investors 
will  quickly  spot  an  obvi- 
ous Fidelity  advantage: 
low  expenses  should 
have  a  favorable  impact 
on  net  yield. 


Fidelity  launches  new  fund  to 
investor  applause. 


Advantages  to  Fidelity 
High  Yield  Municipals 

n  High  daily  tax-free  income 

a  No  sales  charge  or  redemp- 
tion fee 

Q  Tax-free  compounding  of 
income 

o  Professional  management 

a  Diversification 

a  Daily  liquidity 

□  Low  management  fee 

o  Telephone  withdrawal  and 
exchange 

u  Full  record-keeping 
assistance 

a  No  coupons  to  clip 


Professional  Management 

The  Fund's 
experienced  managers 
acknowledge  both  the 
higher  yields  and  inher- 
ent risk  one  can  expect 
from  medium  quality 
bonds.  In  response,  they 
have  adopted  a  continu- 
ous and  aggressive  man- 
agement approach. 

Interest  rate 
fluctuations  and  chang- 


ing credit  conditions 
will  be  constantly  moni- 
tored, as  well  as  the 
fiscal  health  of  the  issu- 
ing authorities  involved. 
In  this  way,  management 
will  focus  on  limiting 
price  fluctuations  while 
seeking  opportunities 
to  provide  a  high  tax- 
free  yield. 

Additional  Benefits 

The  Fidelity 
approach  also  compares 
favorably  with  unman- 
aged  investments  with 
a  sales  charge. 

Fidelity  points  to 
tax-free  compounding 
and  the  daily  liquidity  as 
particular  advantages  of 
their  fund. 

Investors  seek- 


ing higher  tax-free 
income,  others  wishing 
to  accumulate  and 
compound  such  income, 
or  those  presently 
investing  in  unit  trusts 
are  all  encouraged  to 
learn  more.  They  should 
return  the  coupon  below 
or  call  toll  free  today. 


CALL  FREE 

(800)225-6190 

In  Mass, 
Call  Collect 
(617)  726-0650 


FIDELITY  ■ 
HIGH  YIELD  [ 

l 

s 

I 
J 


R0.  Box  832,  Dept.  FF80109 
82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  information,  including  man- 
agement fees,  other  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 


L 


Address  - 
City  


FIDELITY  GROUP 

Over  $3  billion  of  assets  under  manaci'ment 


'A  portion  may  he  subject  to  Federal,  state  or  local  tax. 
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Market  Commeni 


Incentive  Needed 

By  Lucien  O.  Hooper 

".  .  .  All  the  negatives  are  out  in  the  open  .  .  .' 


#mt  this  point  the  bulk  are  nol  as  wor- 
ried about  the  selleis  as  tlic\  arc  con- 
cerned about  (lie  lack  of  conviction  on 
the  part  of  (lie  buyers.  The  lecling  is  that 
the  institutions  and  the  public  have  both 
finished  the  reduction  in  common  stock 
portfolio  representation  intended;  the 
inspiration  to  increase  the  percentage 
equity  holdings,  however,  seems  weak. 

All  the  negatives,  such  as  the  trend 
toward  inflation  and  dollar  weakness  and 
the  energy  crisis  that  contributes  to 
both,  are  out  in  the  open.  What  the  stock 
market  needs  now  is  less  emphasis  on 
the  negatives,  and  acceptance  of  new 
positives.  Perhaps  Congress,  usually  giv  - 
ing more  to  worry  about  than  to  cheer 
about,  may  prov  ide  the  needed  lavorablc 

catalyst  in  the  first  quarter  ol  1978.  A 

real  tax  1  eduction,  however  illogical, 
easily  could  be  a  constructive  market 
factor. 

I  am  inclined  to  discount  most  ot  the 
things  the  press  has  been  using  to  ex- 
plain the  weakness  in  the  stock  market. 
The  dull,  uninteresting,  hesitant,  cow- 
ardly market  of  1977,  I  leel,  can't  contin- 
ue in  a  state  ol  sullen  deadlock.  There 
must  be  something  new  and  something 
big  in  1978  to  make  investors  change 
their  thinking. 

Stinks  (representing  things  and  not 
debt)  are  essentially  a  long-term  hedge 
against  inflation.  They  have  not  been  a 
good  hedge  lor  the  past  ten  years  or  so, 
but  in  the  20  years  before  that  they  were 
an  excellent  hedge  flu-  reason  stocks 
have  not  done  well  in  recent  years  is  that 
the  institutions,  and  to  i  lesser  extent 
the  public,  abused  them  in  the  late  Six- 
ties and  the  early  Seventies  by  buying 
them  at  prices  that  never  could  be  justi- 
fied -especially  the  glamours  and  the 
one-decision  issues    That  foolishness  had 

to  he  coi  rected, 

It  seems  strange  that  we  worry  so 
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much  about  interest  rates  going  up  when 
there  is  such  a  large  ovei  supply  ol  hinds. 
It  is  contradictory  for  a  large  supply  of 
anything  to  be  the  cause  of  higher  prices. 
The  reason  interest  rates  go  up,  or  stay 
up.  at  a  time  like  this  is  not  supply/ 
demand,  but  pure  manipulation  by  the 
Federal  Reserve.  There  is  a  grave  ques- 
tion in  my  mind  about  the  need  for  such 
manipulative  restraint  in  an  economy 
that  is  hesitant  and  cautious  rather  than 
optimistic  and  buoy  ant 

I  am  intrigued  by  the  shares  of  Scars, 
Hochuck  6  Co.  (28).  They  represent  a 
company  that  has  been  going  through 
some  important  changes.  This  huge  re- 
tail and  insurance  enterprise  (some  $17 
billion  sales  last  year)  has  been  trying  to 
reassert  its  former  position  as  the  cheap- 
est source  ol  merchandise.  That  has  been 
costing  money  because  profit  margins 
temporarily  are  soft,  bast  year  Sears  had 
a  "  lair  lather  than  a  "good"  year.  Vol- 
ume was  much  better  than  earnings.  In- 
surance profits,  like  those  of  most  com- 
panies, were  excellent,  but  retail  profits 
did  not  keep  pace  with  the  competition 
or  match  the  historic  performance  of 
Sears.  It  seems  to  me  that  Sears  can,  and 
will,  make  more  money  from  its  huge 
retail  business.  I  suggest  switching  some 
other  retail  stinks  into  Sears. 

In  this  connection,  however,  I  would 
not  sell  /<  //.  Macij  (39V  which  seems  to 
be  performing  better  than  most  of  the 
similar  companies.  Vlacy  has  been  doing 
especially  well  w  ith  its  Pacific  Coast  divi- 
sion and  with  its  Bamberger's  stores,  and 
the  New  York  store  no  longer  even  ap- 
proaches a  profit  drain. 

Most  ol  the  coal  shares  still  are  de- 
pressed. The  coal  strike  is  a  factor,  and 
so  is  the  price  oi  COal  versus  the  price  ol 
oil.  Because  it  is  easier  to  do,  Americans 
have  been  increasing  their  oil  consump- 
tion faster  than  coal  consumption.  Too 
many  Americans  still  doubt  if  there  is 
anx  energy  crisis,  largely  because  they 
still  can  buy  all  the  oil  they  want  at  a 
price  they  still  can  atlord.  Congress  does 
not  do  much  that  is  effective  because  the 
public  does  not  want  it  to  act.  In  the  long 
run,  however,  there  must  be  more  coal 
production,  and  the  profits  in  producing 
it  must  increase.  That's  inev  itable! 


This  should  be  a  gcxxl  time  to  buy 
stocks  like  Jot/  Manufacturing,  down  tc 
31  Vi  from  49%,  Pittston  at  24  against  the 
1977  high  of  37'/s,  Eastern  Gas  if  f  uel  al 
19  against  last  year's  top  of  29'A  and 
Continental  Oil  (28),  the  nation's  largest 
coal  producer,  which  sold  up  to  38  about 
a  year  ago.  Incidentally  ,  Industrial  Inch 
(18)  continues  to  present  some  outstand- 
ing growth  in  the  coal  industry  ,  and  it? 
mines  and  those  it  serves  are  not  union- 
ized. One  of  the  best  coal  mines.  Island 
Creek,  is  now  l(K)f/f  owned  by  Occident- 
al Petroleum  (21%). 

One  of  the  difficulties  of  the  auto- 
mobile industry  is  the  unwillingness  ol 
the  American  motorist  to  accept  a  small- 
er, less  comfortable,  less  powerful  and 
not-too-much-cheaper  compact  in  place 
of  the  larger,  more  powerful,  lull-sized 
gas-guzzler  he  has  been  driv  ing.  Collat- 
erally, rightly  or  wrongly,  when  the 
American  motorist  is  willing  to  take  a 
smaller  vehicle,  he  assumes  that  the  for- 
eign models  are  better  than  the  domes- 
tics. The  American  makers  now  are 
helped,  however,  by  the  weakness  in  the 
dollar,  which  has  made  imports  nmcli 
more  expensive. 

It  is  generally  accepted  now  that  Gen- 
cral  Motors  (down  to  63%  from  a  high  ol 
78Vi)  will  earn  $8  or  $9  a  share-  in  1978 
against  probably  $11. .50  in  1977,  and  thai 
Ford  Motor  (down  from  49'/4  to  about  44] 
is  likely  to  show  $9  to  $1 1  in  1978  against 
$13  or  a  little  better  in  1977.  Chrysler 
(13),  while  more  of  a  problem  company, 
probably  earned  $3.50  (including  tax 
credits)  in  1977  and  perhaps  $2.25  to 
$2.75  is  a  good  guess  for  1978.  I  think 
that- the  automobile  shares  may  sell  just  a 
little  lower,  but  regard  them  as  in  a 
buying  area  rather  than  in  a  selling  area. 
It  seems  to  me  that  Ford  is  a  little 
cheaper  than  Ceneral  Motors,  but  over 
the  yen  s  I  have  learned  not  to  underes- 
timate the  larger  company. 

Portcc  (16M>),  down  from  26Vn  this  year 
and  up  from  only  15.  is  expected  to  have 
an  excellent  year  in  1978.  Unfilled  or- 
ders  are  large  enough,  it  would  seem,  to 
assure  profits  this  year  of  at  least  $3  ot 
$3.50  a  share  against  probably  $2. 60  in 
1977.  The  stock  pays  80  cents  per 
annum.  ■ 
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Energy  and  environment: 
Peabody's  winning 
combination. 


Net  Income  Per  Share 


2.17 

Everything  you'll 
learn  about  Peabody's 
nine-year  growth  record 
is  impressive.  It's  a 
record  only  a  handful  of 
U.S.  industrial  corpora- 
tions can  match. 

li  shows  nine  consec- 
utive years  of  increased 
sales  and  earnings.  A 
22%  annual  earnings  per 
share  growth  rate,  on  a 
compound  basis.  A  five- 
fold increase  in  per  share 
cash  dividends  since  1973. 

And  it  shows  that 
Peabody  is  strengthen- 
ing its  leadership  posi- 
tion in  the  environment/ 
energy  field.  Growing 
with  America's  indus- 
tries and  energy  pro- 
ducers by  providing  the 
services  and  technology 
they  need  for  clean,  safe 
productivity. 

Today,  Peabody  is  uniquely  suited 
to  continue  this  critical  work  in  en- 
vironmental control,  quality  control, 
and  clean,  safe  energy  production. 
Only  Peabody  encompasses  services 


dollars  68  69  70  71  72  73  74  75  76  77 


in  all  four  environment/ 
energy  disciplines:  Serv- 
ices; Air;  Water/Fluids; 
Solid  Wastes. 

This  complete,  bal- 
anced structure,  com- 
bining innovative  tech- 
nology, services  and 
engineering,  reflects  Pea- 
body's strong  commit- 
ments— and  capabili- 
ties—to make  coal  and 
oil  safe  and  clean  as  de- 
mand grows.  To  help  in- 
dustry maintain  quality 
and  safety  in  production. 
To  reclaim  and  recycle 
industrial  wastes.  To  ap- 
ply new  technology,  and 
new  ideas,  to  the  prob- 
lems that  cities,  utilities 
and  industries  must  face 
today. 

Society  has  man- 
dated that  these  goals  be 
met.  Peabody  is  committed  to  con- 
tinue its  growth  as  a  means  to  that  end. 

To  learn  more  about  the  Peabody 
growth  record,  and  about  Peabody's 
future,  send  for  the  1977  Annual  Re- 
port. 


Year  end  Sept.  30 


Peabody 

Environment  |  Energy 


Peabody  International  Corporation 
(formerly  Peabody  Galion) 
4  Landmark  Square,  Stamford,  CT 06901 
I'd  like  to  know  more  about  Peabody. 
Please  send  me  your  1977  Annual  Report. 

Name  

Street 


City 


State 
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Commoditie 


^    Lean  Pickings  For  Grain  Trader 

By  Stanley  W.  Angrist 

"...  I  can't  get  excited  about  the 
long  side  of  the  wheat  market  .  .  ." 


I  he  Soviet  Union  is  a  lot  happier  than 
U.S.  farmers  are  right  now  about  how 
free  market  forces  are  working  in  U.S. 
agriculture. 

U.S.  farmers,  especially  wheat,  corn 
and  cotton  growers,  have  been  staging 
tractor  parades  in  Plains,  Ga.  and  else- 
where to  protest  current  prices,  claiming 
they  are  too  low  to  recover  their  produc- 
tion costs.  They  want  the  government  to 
guarantee  them  a  "fair"  price  for  their 
efforts  by  means  of  a  100%  parity 
program. 

The  Soviet  Union,  meanwhile,  has 
been  an  eager  buyer  of  U.S.  grains  late- 
ly, especially  of  wheat  and  corn.  Its  most 
recent  purchases  are  in  addition  to  the  6 
million  tons  of  grain  the  Soviet  Union 
must  buy  each  crop  year  under  a  long- 
term  agreement,  the  second  year  of 
which  will  expire  next  Sept.  30. 

The  reason,  of  course,  is  that  down  on 
their  collective  farms  things  have  not 
been  going  as  well  as  Soviet  planners 
might  have  hoped.  The  Soviets'  own 
most  recent  estimate  of  their  grain  har- 
vest is  194  million  tons,  down  from  their 
November  estimate  of  200  million  to  205 
million  tons  and  clearly  a  major  disap- 
pointment compared  with  their  1976 
harvest,  a  record,  of  224  million  tons. 
Currently  known  Russian  world  pur- 
chases, which  so  far  seem  to  be  mostly 
wheat,  are  9.9  million  tons.  Most  observ- 
ers believe  that  the  Russians  have  al- 
ready purchased  a  much  larger  quantity 
of  grain  and  that  the  only  remaining 
news  is  the  identification  of  the  sources. 

The  U.S.  Department  of  Agriculture 
now  figures  that  the  Soviet  Union  will  be 
importing,  net,  some  17  million  tons  of 
grain  this  year.  This  amount  would  be 
large  by  historical  standards  and  it  would 
be  the  third  year  of  the  past  four  in 
which  the  Soviet  Union  failed  to  meet  its 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities- 


RUSSia'S  Grain  Drain* 

(millions  of  tons) 

The  table  below  shows  some  interesting  things.  For  one  thing,  this  is 
likely  to  be  the  third  year  of  the  past  four  that  Russia  will  be  dipping 
into  its  grain  reserves  to  meet  its  needs.  Close  students  of  the  Kremlin 
can  infer,  moreover,  that  the  Russians  are  trying  to  maintain  their 
current  level  of  meat  consumption.  The  amount  of  grain  going  into  its 
animal  feed  is  rising  about  6%  this  year. 

1974-75       1975-76       1976-77  1977-78 


Production 

196 

140 

224 

194 

Net  Imports 

0 

25 

8 

17 

Available  Supply 

196 

165 

232 

211 

USAGE 

Seed  &  Industry 

29 

31 

30 

30 

Food 

46 

44 

45 

45 

Waste 

24 

15 

32 

29 

Feed 

106 

89 

108 

115 

Total  Use 

205 

179 

215 

219 

*  USDA  data. 


own  grain  needs. 

According  to  a  recent  study  by  the 
Leslie  Analytical  Association,  Soviet 
planners  are  allocating  sharply  higher 
amounts  of  grain  to  maintain  their  live- 
stock population  at  high  levels — once 
people  get  used  to  a  certain  amount  of 
meat  on  the  table,  it  becomes  politically 
difficult  to  cut  back.  If  so,  the  Leslie 
group  estimates  that  the  Soviets  will  pur- 
chase upwards  of  8  million  to  10  million 
tons  of  corn  feed  from  the  U.S.  That's 
315  million  to  400  million  bushels,  large 
compared  with  last  year's  U.S.  corn  ship- 
ments of  121  million  bushels  and  almost 
comparable  to  the  record  414  million 
bushels  shipped  from  the  U.S.  to  Russia 
in  1975-76. 

Even  though  the  Soviets  have  bought 
considerable  wheat  from  us  and  will 
probably  buy  some  more,  I  can't  get  very 
excited  about  the  long  side  of  the  wheat 
market.  After  examining  the  contents  of 
the  various  crop  reports  (as  well  as  the 
entrails  of  several  chickens),  I'd  say  the 
only  trade  that  makes  much  sense  is  a 
long  Chicago  July  wheat/short  Kansas 


City  July  wheat  spread.  The  logic  of  thi 
trade  results  from  the  fact  that  aereag* 
now  planted  in  soft  red  wheat  (the  Chica 
go  contract)  has  been  cut,  while  han 
winter  wheat  (the  Kansas  City  contract 
seems  to  be  developing  nicely.  I  woul 
not  risk  more  than  5  cents  on  this  trad< 
from  present  levels. 

The  story  in  corn  is  much  the  same 
The  U.S.  crop  just  harvested  exceeded  I 
billion  bushels— a  near  record.  The  opei 
interest  (contracts  remaining  to  be  sett 
tied)  in  corn  is  very  large,  and  prices  ari 
above  government  loan  levels.  Tha 
means  there  is  a  substantial  corn  surplui 
overhanging  the  market.  These  condii 
tions  suggest  a  bear  spread  in  corn,  sucl 
as  long  July/short  March  at  no  more  thai 
3  cents  premium  July.  This  spread  coulc 
move  to  near  full  carrying  charges  o 
about  12  cents  per  bushel.  Again,  I  wouk 
risk  no  more  than  5  cents  on  this  trade. 

Unless  something  dramatic  happen 
this  winter — massive  purchases  by  Chii 
na,  for  example — grain  traders  should 
content  themselves  with  modest  profit 
from  bear  spreads  or  the  equivalent.  ■ 
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teceive  10  weeks 


if  Value  Line 
or  $29 


I  This  trial  subscription  is  open  to  you  only  if  no  mem- 
r  of  your  household  has  subscribed  to  Value  Line 
I  he  past  two  years.  We  make  this  special  offer  be- 
use  we've  found  that  a  high  percentage  of  new  sub- 
!<  ibers  who  try  Value  Line  stay  with  us  on  a  long- 
im  basis.  The  increased  circulation  enables  us  to 
bp  our  subscription  fees  to  long-term  subscribers 
her  than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the 
|)0-page  Investors  Reference  Service  (illustrated 
pve)  at  no  extra  cost.  You'll  receive  all  the  new  full- 
he  reports  to  be  issued  in  the  next  10  weeks  on  the 
re  than  1650  stocks  and  90  industries  regularly 
i  nitored  by  The  Value  Line  Investment  Survey.  Fil- 
b  takes  less  than  a  minute  a  week.  All  this  material 
mo  organized  in  your  binder  that  you  can  turn  to  a 
|  itinually  updated  report  on  almost  any  leading 

Thus  you'll  find  it  convenient  to  have  The  Investors 
iference  Service  at  your  fingertips  whenever  you 

]  This  is  a  sample  full-page  report  of  one  of  the  1650  stocks  \ 
j-    regularly  reviewed  by  Value  Line,  reduced  from  872"  X  11"  / 
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return  should  consider  buying  9CE  ihim. 

In  their  effort  to  increase  the  company's 
■■'.■(..,  kiw  payiiut  of  reported  earnings, 
director*  last  March  basted  the  dividend 
March  we 


iflu  i 


Ml,-, 


.  this 


projected 

[AI1M  further  ll  ihis  is  reolued  and  our  earn 
ings  eiuectatmns  are  on  larger  the  stock's 
would  be  between  22' 


16'' 


.  23'. 


«  14.  5'.  to  produce  new 
>f  $316  million  bated  on  a 
forward  test  vear  Of  this  amount,  IIKfi 
million  would  cover  estimated  increases  in 
operating  and  maintenance  etpense*  and 
higher  real  estnte  Uxes.  %M)  million  is  for  an 
increase  in  depreciation  rales  from  3.1"**  to 
:i.V.  and  the  balance  lor  other  items  Aden 

when  we  expect  the  commission  to  grant  a 


A  modest  earning*  gain  appear*  likely  thia 
year.  Higher  average  rat  en  and  a  year-to-year 
increase  in  sales  of  electricity  on  the  order  of 
■  will  permit  about  a  -V.  increase  in 

share  profits  in  1977  A  portion  of  the  sales 
and  earning*  gain  will  result  from  the  large 
volume  of  power  mjles  to  Pacific  f.as  &  Elec 

irk     Reflecting    conwrvmon.    residential  WOO  million  ol  debt 

sales  rose  onK  V    in  1977  through  Septem  als"  "•O**"  ■  increase 

her  a  rale  ol  gain  that  pmh»hh  will  hold  lor  average  common  -hares,  assuming  the  i 
the  full  vear  around- mid  vear  of  live  million  shares  E1 

so.  we  expect  earnings  to  rise  modestly  to  1 
The  level  of  197"  earning*  will  depend  on  .hare  and  permit  a  further  liberaliiattor 
the  size  of  the  rule  increase.  l,*st  October.    d)\  idends  next  March  H  ,\j    "  ■• 


front,  we  estimate  a  oitliKck  in  electricity 
sales  to  Pacific  Gas  &  Electric,  in  view  of  the 
improved  pragpct  11  lor  PGjkE  to  increue  its 
leselol  hvdrogeneration  Total  I97H  sales  will 
probably  increase  ahoul  6*i  vs  8'<  this  year 
Financing  enata  will  increase  sigmncantly.  to 
reflect  this  \ ear's  hnancing  and  1978'*  sale  of 
earnings 
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need  facts  and  figures,  as  well  as  Value  Line's  pro- 
jected performance  ratings  on  more  than  1650  widely 
held  stocks  in  90  industries. 

In  the  Selection  &  Opinion  section,  which  accom- 
panies your  weekly  reports,  you'll  also  get  analyses 
and  forecasts  of  the  national  economy  and  the  stock 
market . .  .guidance  on  current  investment  policy  ex- 
plaining Value  Line's  bullish  long-term  position  on 
the  securities  markets  . .  .  plus  Value  Line's  specific 
stock  selections. 

Take  advantage  of  this  special  introductory  offer— 
and  receive,  as  bonuses  without  extra  charge,  the 
2000-page  Investors  Reference  Service  and  the  "In- 
vesting in  Common  Stocks"  booklet,  which  explains 
how  even  inexperienced  investors  can  apply  thou- 
sands of  hours  of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  unequivocal  rat- 
ings, one  for  Timeliness  (Performance  in  next  12 
months),  the  other  for  Safety. 

This  subscription  is  tax-deductible  if  utilized  to  aid 
in  the  management  of  your  investments. 

Fill  in  and  mail  the  coupon  below. 
'  THE  VALUE  LINE  INVESTMENT  SURVEY^ 

Arnold  Bernhard  &  Co..  Inc.  •  5  E.  44th  St.  •  New  York.  N.Y.  10017 
□  Begin  my  1 0-week  trial  to  The  Value  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two  bonuses  listed  above.  Check  for 
$29  is  enclosed.  (Trial  subscriptions  must  be  accompanied  by  payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC  CALCULATOR  (with 
full  memory)  given  to  you  when  you  order  The  Value  Line 
Investment  Survey  for  one  year — and  send  payment  now. 
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□  1  year  for  $285.  My  payment  is  enclosed — send  me  the  CALCULATOR  as  my 
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□  Enter  my  subscription.  Bill  me  for  $285.  (Does  not  include  the  calculator.) 
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add  sales  tax.) 


Money  And  Investments 


Stock  Comments 


What  Went  Wrong? 

By  Heinz  H.  Biel 

". . .  Wall  Street  . . .  sensitive  as  a  mimosa  .  .  .  has 
been  responding  in  an  unmistakable  manner .  . ." 


^^ost  Wall  Streeters,  like  the  makers 
of  automobiles,  are,  or  at  least  pretend  to 
be,  bullish  on  the  future.  It  is  better  for 
business.  Unfortunately,  the  stock  mar- 
ket is  not  always  accommodating.  That's 
what  happened  last  year  and  that's  why 
the  optimistic  forecasts  went  awry. 

However,  a  year  ago  there  seemed  to 
be  good  reasons  for  taking  a  cheerful 
view.  A  new  President  was  about  to  take 
over  and,  traditionally,  the  market  does 
fine  in  the  first  year  of  a  new  Democrat 
!     in  the  White  House. 

The  economy  was  still  in  the  recovery 
phase  of  the  business  cycle,  and  corpora- 
tions, almost  without  exception,  were 
projecting  a  good  increase  in  earnings. 
As  it  turned  out,  they  were  right  because 
corporate  aftertax  profits  last  year  may 
have  gained  as  much  as  15%  over  1976. 

Not  only  that  profits  were  good.  Divi- 
dends, too,  were  being  raised  in  unprec- 
edented numbers,  and  as  long-term  in- 
terest rates  on  corporate  bonds  (but  not 
tax-exempts)  were  only  slightly  higher  at 
the  end  of  the  year  than  they  were  at  the 
beginning,  the  worrisome  gap  between 
bond  and  stock  yields  narrowed 
appreciably. 

Yet  from  the  very  first  day  of  1977  the 
stock  market  went  south,  winding  up  the 
year  with  a  17%  loss  in  the  Dow  Jones 
industrial  average.  What  went  wrong?  If 
we  find  the  answer  to  this  question,  we 
may  have  a  better  chance  of  being  right 
the  next  time  around. 

One  factor  that  may  have  been  over- 
looked last  year  is  that  the  U.S.  is  not 
alone  in  this  world.  While  our  economy 
was  prospering  and  expanding  at  a  fairly 
satisfactory  pace,  much  of  the  rest  of  the 
Free  World  suffered  from  acute  slug- 
gishness, and  such  inflation-wise  coun- 
tries as  Germany  refused  to  resort  to 
stimulants  that  they  know  to  be  danger- 
ously habit-forming.  The  debilitating  ef- 


Mr.  Biel  is  a  vice  president  of  the  NYSE  firm 
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feet  of  sky-high  energy  costs  continued 
to  be  felt  in  all  countries  that  must  im- 
port all  or  part  of  their  oil  requirements. 
While  some  countries,  notably  Japan  and 
Germany,  succeeded  in  managing  their 
balance-of-payments  problems,  we 
didn't  even  try.  The  inevitable  result  was 
the  decline  of  our  dollar  against  various 
leading  foreign  currencies,  which  is 
much  worse  than  just  an  embarrassment. 
It  is  a  warning  that  something  is  most 
seriously  amiss  with  this  country's  econ- 
omy. Wall  Street,  always  as  sensitive  as  a 
mimosa  when  it  comes  to  potential  trou- 
bles, has  been  responding  in  an  unmis- 
takable manner. 

Perhaps  we  also  are  paying  inadequate 
attention  to  the  fact  that  in  this  inflation- 
plagued  world  there  are  major  pockets  of 
deflation  in  the  price  of  major  basic  com- 
modities. Countries  like  Chile  and  Zaire, 
for  instance,  suffer  acutely  from  the 
deeply  depressed  price  of  copper.  In  the 
U.S.,  this  is  a  minor  and  localized  prob- 
lem, but  our  own  farmers  are  threaten- 
ing to  strike  because  of  unsatisfactory 
prices.  Yet,  food  costs  at  the  supermar- 
ket are  at  record  levels. 

Inexperience  and  lack  of  familiarity 
with  the  political  process  in  Washington 
are  largely  responsible  for  the  Carter 
Administration  s  signal  lack  of  leadership 
and  guidance.  It  makes  for  a  feeling  of 
insecurity  when  the  man  at  the  helm 
does  not  know  what  to  do  when  the 
going  is  getting  rough.  Lack  of  confi- 
dence is  not  conducive  to  stock  market 
investing. 

It  probably  was  not  predictable  a  year 
ago  that  foreign  investors  in  American 
stocks  would  be  hit  so  very  hard  by  a 
double  whammy — the  fall  of  U.S.  stock 
prices  combined  with  the  decline  of  the 
dollar — that  their  appetite  for  investing 
in  our  stock  market  has  become  all  but 
nonexistent  and  is  unlikely  to  revive  un- 
til the  dollar  gains  stability.  I  hope  that 
some  of  the  lessons  of  1977  are  being 
learned,  but  until  Wall  Street  can  see 
some  evidence  of  it,  the  stock  market  is 
not  likely  to  boom. 

In  the  previous  issue  of  Forbes,  I 
listed  ten  growth  stocks  that  I  would  not 


mind  owning  this  year  and  in  the  years 
ahead.  Here  are  a  few  more  that  also 
have  been  discussed  in  this  column  in 
the  past.  They  did  not  do  especially  well 
last  year,  primarily  because  their  yields 
are  so  low,  but  at  least  they  didn't  fall 
apart. 

These  companies  have  several  aspects 
in  common:  They  are  all  engaged  in 
mundane,  essential  and  quite  unsophis- 
ticated businesses,  they  have  excellent 
growth  records,  they  are  all  notoriously 
low  dividend  payers  despite  frequent  in- 
creases, financially  they  are  in  great 
shape  and  1977  profits  set  new  records. 

Emerson  Electric  (33),  with  sales  now 
approaching  the  $2-billion  mark,  is  the 
largest  of  the  seven.  This  maker  of  a 
broad  range  of  electrical  and  electronic 
products  enjoys  remarkably  stable  and 
even  improving  profit  margins,  and  the 
record  of  annual  earnings  and  dividend 
increases  goes  back  for  about  two 
decades. 

Next  in  size  is  Crown  Cork  &■  Seal 
(25),  with  sales  of  over  a  billion  dollars 
last  year.  Like  Teledyne,  this  company 
pays  no  cash  dividends.  Profits  are  used 
for  growth  and  for  keeping  a  lid  on  debt 
and  stock  capitalization.  In  the  past  de- 
cade the  company's  per-share  equity 
rose  steeply,  from  $5.87  in  1967  to  about  I 
$27.85  last  year. 

Donnelley  (23),  the  country's  largest 
commercial  printer,  is  virtually  debt- 
free,  despite  large  capital  expenditures 
year  after  year.  Institutions  own  36%  of 
the  stock  and  the  founder's  descendants 
and  their  families  about  27%.  They  know 
what  is  good. 

Maryland  Cup  (31),  whose  stock  is 
58%  closely  owned,  has  six  (!)  Shapiros 
on  its  board,  but  nepotism  doesn  t  seem 
to  hurt.  The  stock  sells  at  a  low  multiple 
and  a  very  low  yield.  The  same  goes  for 
Rollins  (20),  40%  owned  by  the  family. 
Finally  there  are  Tropicana  (33)  and 
Rubbermaid  (25),  two  real  gems.  As  I  j 
have  said  many  times  before:  Buy  bonds 
for  income,  and  good  and  nonexploited 
stocks  for  long-range  growth.  This  was 
sound  policy  in  the  past;  it  should  also  be 
good  in  1978.  ■ 
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Growth  Stocks  at 
Bargain  Prices 

In  United's  opinion,  it  is  not  a  question  of  "if"  these 
stocks  will  return  to  favor;  it  is  a  question  of  when.  One 
thing  is  certain:  the  investor  who  buys  these  stocks  now 
gets  a  lot  more  for  his  money  in  terms  of  assets, 
earnings,  and  dividends  than  he  would  have  ten  years 
ago.  We  feel  quite  confident  that  purchase  of  these 
stocks  at  present  deflated  prices  will  work  out  well  for 
you. 


75  Utility  Stocks 


United's  analysts  know  that  each  utility's  individual 
strengths  and  weaknesses  can  mean  a  lot  to  their 
investment  performance.  That's  why  we  evaluate  these 
stocks  against  1 3  different  criteria  before  giving  our 
advice  to  you.  You  get  facts,  figures,  appraisal  of  risk, 
and  specific  advice  to  buy,  hold,  or  sell  in  this  highly 
informative  report. 

25  Most  Active  Stocks 
of  1977 

Specific  advice  to  buy,  hold,  or  sell, 'along  with  facts, 
figures,  appraisal  of  risk,  and  individual  analysis  for 
each  one  of  these  important  stocks  investors  have 
given  the  most  attention  to  this  past  year.  This  list 
includes  ATT,  ITT.  Exxon,  Kodak,  Gen.  Motors,  RCA, 
Gen.  Elec,  Gulf,  Texaco,  IBM,  Xerox,  British  Petroleum, 
and  Sony. 

Supervised  List  selections 
for  1978 

United  chooses  this  closely  watched  tabulation  of 
Common  Stocks  for  a  variety  of  investment  objectives. 
And  while  nobody  can  avoid  risk,  we  believe  this  list 
offers  many  potentials  for  profit.  It  includes  a  wide 
spectrum  of  stocks  ranging  from  speculations  for  the 
venturesome  to  top  quality  growth  stocks.  It  also 
includes  stocks  picked  for  liberal  income  and  profit. 


Retirement  Now 

If  you  are  thinking  about  easing  off,  or  you  have  already 
started  to,  you  might  be  particularly  interested  in  this 
Report.  United  has  picked  an  8  issue  portfolio 
designed  to  yield  $300  per  month  income  now.  We 
think  these  issues  not  only  give  you  an  opportunity  for 
higher  income,  but  capital  gain,  too,  with  reasonable 
safety. 

Retirement  Later 

The  prudent  business  men  and  women  of  today  don't 
wait  until  they  are  middle-aged  to  plan  for  retirement. 
This  Report  should  especially  interest  those  people 
starting  to  plan  now  for  the  future.  Although  there  is  risk 
in  any  investment,  United  recommends  8  stocks  that 
we  now  rate  favorably  for  long-term  capital  growth  and 
rising  income. 

Plus  a  Full  4- Week  Guest 
Subscription  to  United 
Reports 

4-issue  subscription  to  United  Reports  alone  is  a  $9 
value  —  this  entire  package  Only  $3.  Don't  make  your 
investment  decisions  for  1978  without  this  useful 
Planning  Kit. 

Mail  the  postage  paid  reply 
card  today!  Send  no  money, 
we  will  bill  you. 
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WORK  IN  THE 


OF  THE  JUNGLE. 


Fed  up  with  the  problems  associated  with  many 
traditional  business  and  industrial  locations? 
Consider  moving  your  business  to  the  office/ 
industrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Int'l  Airport, 
between  Dade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


Money  And  Investments 
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MIAMI  1 1 AKKS 

14340  N.W.  60  Ave.,  Miami  Lakes,  Fla.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc 
Registered  Real  Estate  Broker 


Make 
America 
smarter. 

Give  to  the 
college  of 
your  choice. 

A  shortage  becomes  a  crisis  only 
when  there  is  a  shortage  of  trained  minds 
to  solve  it.  And  for  today's  manifold 
shortages,  that  means  college-trained 
minds.  1 

Colleges  are  facing  an  altogether 
different  kind  of  shortage.  They're  having 
to  drop  courses,  fire  professors,  close 
laboratories,  limit  libraries.  Without  your 
help,  we'll  have  the  ultimate  crisis  on  our 
hands:  a  shortage  of  ideas. 
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Render  Unto 
The  IRS 

By  Ann  C.  Brown 


I 


f  you  want  to  know  how  long  nine 
months  can  be,  ask  any  pregnant  wom- 
an. If  you  want  to  know  how  long  a  year 
can  be,  ask  a  teenager  longing  for  a 
driver  s  permit.  Which  brings  me  to  con- 
sideration of  the  newly  lengthened  cap- 
ital-gains holding  period  created  by  the 
Capitol  Hill  spoilsports  in  the  Tax  Re- 
form Act  of  1976  (congressmen  must  be 
the  only  folk  to  whom  two  years  seems 
short).  In  any  event,  since  Jan.  1,  1978, 
you  now  have  to  have  held  your  invest- 
ments for  a  year  and  a  day  to  qualify  for 
favorable  capital-gains  treatment — or  so 
my  accountant  friends  tell  me.  This  as- 
sumes, of  course,  that  there  still  will  be 
such  a  thing  as  favorable  capital-gains 
treatment  after  Mr.  Carter  proposes  and 
Congress  disposes  of  the  Administra- 
tion's tax  program. 

After  much  thought  and  considerable 
study  of  the  average  annual  price  volatil- 
ity of  a  wide  selection  of  stocks  (plus 
more  than  a  few  painful  experiences  try- 
ing to  stretch  first  six-month,  then  nine- 
month  short-term  gains  into  long-term 
ones),  I  have  arrived  at  a  reasonably 
successful  rule  of  thumb.  Should  you  be 
fortunate  enough  to  purchase  a  security 
that  appreciates  25%  to  30%  or  more  in  a 
few  days  or  weeks,  take  your  money  and 
run.  Pay  the  tax  collector — or  find  some 
way  to  shelter  your  shekels — and  look 
around  for  another  fast  mover.  Obvious- 
ly, the  closer  you  are  to  turning  a  short- 
term  gain  into  a  long-termer,  the  wiser  it 
is  to  try  and  wait  it  out.  But  never,  never 
use  tax  considerations  alone  for  holding  a 
security  when  other  factors  suggest  it  be 
sold.  As  the  noted  English  epigramma- 
tist John  Heywood  wrote  in  1546:  "Half  a 
loaf  is  better  than  no  bread.  Amen. 

Recommending  stocks  in  January  is 
always  an  enjoyable  exercise.  Since  no- 
bodv  knows  what  the  next  11  months  will 


Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado, 
Flynn  <b  Associates,  Inc. 


bring  (see  my  column  in  the  Jan.  9  iss 
of  Forbes),  I  can  approach  the  task  w 
a  whole  year  of  excuses  ahead  for  thd 
picks  that  don't  work  out  as  plannedl 
also  have  the  opportunity  to  survey  tj 
survivors  of  the  previous  December's  i 
selling  and  note  which  stocks  closed 
high  ground  when  the  year  as  a  wh<j 
was  a  bummer. 

Two  attractive  candidates  for  pureha 
are  engaged  in  the  energy  drilling  indi| 
try.  Parker  Drilling  (49)  is  the  largi 
public  company  devoted  entirely  to  d 
shore  drilling  and  is  benefiting  hail 
somely  from  the  1976  Federal  Povu 
Commission  decision  to  more  than  dq 
ble  the  wellhead  price  of  new  intersfc 
natural  gas.  As  a  result,  it  now  pays 
drill  deep,  and  those  in  the  know  es 
mate  that  the  demand  for  deep-drillil 
rigs  and  services  should  increase  by  50 
or  more  over  the  next  several  years, 
the  200  large  land  rigs,  Parker  Drillii 
owns  40  and  has  another  eight  unq 
construction.  Currently  the  company 
selling  at  the  lower  end  of  its  recei 
price/earnings  ratio  of  30  to  seven.  In  t) 
fiscal  year  that  will  end  Aug.  31,  1978, 
is  estimated  that  the  company  will  ea 
$6.25,  up  from  $4.12  in  1977.  Lookil 
ahead,  earnings  of  $7.50  or  better  a 
possible  for  1979. 

Rowan  Cos.  (30)  is  involved  in  be 
onshore  and  offshore  contract  drilling 
the  oil  and  gas  industry,  in  addition 
being  the  largest  operator  of  helicopte 
in  road-deficient  Alaska.  Because  o| 
weak  first  half  this  year,  the  compai 
may  only  report  earnings  of  $3  to  $3.1 
as  against  $2.83  in  1976.  However,  aj 
result  of  an  earnings  breakout  in  t 
third  quarter,  earnings  are  estimated 
$4.50  to  $5  per  share  in  1978. 

Strong  Finishers 

Storage  Technology  (21)  is  a  fascin 
ing  little  company  on  the  New  Yc 
Stock  Exchange  whose  stock  price  r 
soared  from  a  low  of  9V2  in  1977.  T 
company  is  currently  the  major  compe 
tor  of  International  Business  Machines 
tape,  and  is  beefing  up  its  disc  subs; 
terns  business  for  the  dav  when  di! 
take  over  as  the  prime  computer  stora) 
device.  From  a  deficit  of  $1.29  in  19" 
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ti  company's  first  full  year  of  business, 
|nings  estimates  for  Storage  Teehnolo- 
lare  around  $2  for  1977,  with  $2.80  to 
jinticipated  for  1978. 
lifter  a  3-for-2  split  in  September 
17,  Cutler-Hammer  (33)  continues  its 
ivard  momentum.  The  company,  a 
laufacturer  of  electrical  and  electronic 
liipment  for  the  distribution,  control 
|l  management  of  electrical  energy,  is 
|'ly  to  turn  in  $4.10  for  the  year  just 
lied.  This  would  represent  a  28% 
linings  gain  over  1976,  reflecting  the 
jellent  demand  from  the  booming 
lidential  building  industry  and  im- 
|ived  margins  in  the  semiconductor 
(aipment  division.  Assuming  an  up- 
jnd  in  capital  spending  and  no  signifi- 
\d  decline  in  the  construction  market, 
kler-Hammer  could  earn  $5  or  more 
1978. 


. .  Pay  the  tax  collector — 
d  look  around  for 
other  fast  mover . . ." 


phat's  pink,  fluffy  and  sweet  to  inves- 
ts besides  cotton  candy?  Owens-Corn- 
|  Fiberglas  (67),  that's  what.  Ever 
ce  the  energy  crisis  caused  heating 
a  cooling  bills  to  skyrocket,  sales  of 
ulating  materials  have  gone  through 
;  roof.  Earnings  per  share  for  this 
rid  leader  in  the  production  of  glass 
er  products  have  jumped  from  $2.81 
1975  to  $4.80  in  1976,  with  $7  expect- 
for  1977  and  $8.50-plus  possible  for 
78.  Even  if  housing  starts  taper  off, 
;re  are  still  plenty  of  older  homes  that 
sd  padding,  and  there  is  important 
tential  growth  in  fiberglass  reinforced 
.sties,  particularly  from  the  transporta- 
n  industry  between  now  and  1982. 
rthermore,  a  stock  split  and  a  divi- 
nd  increase  in  Owens-Corning  Fiber- 
s  in  the  next  six  months  stand  a  good 
ince. 

\dvertising  agencies  represent  a 
ole  group  of  stocks  that  close  the  year 
ir  their  highs.  Generally,  they  are 
srlooked  by  the  big  institutions  for 
isons  of  liquidity.  Most-of  the  Madison 
enue  shops  are  paying  healthy  divi- 
nds — like  BBDO  International  (26), 
lding  around  7.5%,  and  Doyle  Dane 
rnbach  (20),  yielding  nearly  6.5%.  Re- 
ning  less  on  a  current  basis,  but  with 
ractive  outlooks  for  1978  in  the  growth 
egory  are  /.  Walter  Thompson  (24), 
ilvy  &■  Mather  International  (41)  and 
erpuhlic  Group  Cos.  (29).  ■ 
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How  to  cut  it 
down  to  size. 

We  all  have  to  live  with  this 
little  critter,  but  we  don't  have  to 
feed  it  everything  we  own. 

Put  some  of  your  money  in 
a  place  where  The  Tax  Bite  can't 
bite...  the  Rowe  Price  Tax 
Free  Income  Fund. 

•  Tax-Free— no  income 
tax  for  the  IRS*. 

•  No-Load— no  sales  charge 
or  redemption  fee. 

•  Immediate  liquidity—  by 
calling  toll  free  or  simply 
writing  a  check. 

•  Low  minimum— as  little  as 
$1,000  can  start  you  receiving 
tax-free  income. 

•  Easy  to  purchase—  send  in 
the  coupon  or  call  toll  free 
1-800-638-1527.  If  busy,  or  in 
Maryland,  call  301-547-2136 
collect. 


ROWE  PRICE  TAX-FREE 
INCOME  FUND,  INC. 

100  E.  Pratt  St.  Baltimore,  Maryland  21202 
Name  


Address . 


Citv 


-State. 


.Zip. 


©Copyright  T.  Rowe  Price  Associates. 


For  more  complete  information,  including 
management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  'Income  may  be  subject  to 
state  and  local  taxes. 


Forbes  Reprints 

Reprints  of  Inflation  Part  2 — The  Great  Hamburger  Paradox  (Sep.  15,  1977)  are  now  available. 
Prices  for  this  reprint  and  for  Inflation  Part  1 — Inflation  Is  Now  Too  Serious  A  Matter  To  Leave  To 
The  Economists  (Nov.  15,  1976)  are  listed  below.  To  order  please  use  coupon  and  enclose 
payment. 

Pts.  1  &  2  Pts.  1  &  2 

1-    9  copies       $1.25  ea.       $2  ea.  set  100-499  copies       .50  ea.       800  ea.  set 

10-  99  copies  .60  ea.       $1  ea.  set  500  or  more  .40  ea.       800  ea.  set 
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60  Fifth  Avenue,  New  York,  N.Y.  10011 
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I  have  enclosed  payment  with  order. 

Name  


Please  send  me 

 copies  of  Inflation  Part  1 
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Address 


City/State/Zip 


(Please  allow  4  weeks  tor  delivery.) 
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Don't  Play 

The  Loser's  Game 


By  John  Train 


■Lvery  now  and  then  a  senator  or  foun- 
dation executive  calls  a  press  conference 
and  announces  a  horrid  discovery:  Mutu- 
al funds  and  institutional-managed  port- 
folios don't  do  as  well  as  the  averages. 
Sometimes  he  dramatizes  the  point  by 
inventing  a  dart-board  average  or  using  a 
portfolio  chosen  by  his  three-year-old 
daughter. 

So  what?  What  did  he  expect?  The 
institutions  are  the  market.  Their  total 
investment  results  have  to  be  the  market 
performance  and  income  minus  all  costs: 
all  fees,  buy-sell  spreads,  commissions 
and  custody  charges.  All  those  costs 
must  be  paid  for,  just  as  the  government, 
the  foundation  head  and  the  senator 
himself  must  be  paid  for. 

Anyway,  the  purpose  of  all  mutual 
funds  can't  reasonably  be  to  help  all  in- 
vestors beat  the  market  any  more  than 
all  policyholders  can  expect  to  make 
money  at  the  expense  of  insurance  com- 
panies. Mutual  funds  are  there  to  give 
investors  diversification  they  couldn't 
conveniently  enjoy  otherwise  and  to  low- 
er the  risk  of  losing  money  through  im- 
pulsive speculation. 

However,  these  advantages  often  cost 
more  than  they  should.  The  total  eco- 
nomic burden  involved  in  institutional 
securities  management,  including  custo- 
dy, seems  to  run  about  27c  per  year.  A 
lot  of  that  is  the  cost  of  buying  and 
selling:  A  constant  turnover  doesn't 
come  cheap,  particularly  considering  the 
spread  between  bid  and  asked  prices. 

This  2%  cost  is  pretty  stiff,  up  to  a 
fourth  of  the  total  return — dividends  and 
appreciation  combined.  Put  differently, 
active  management  can  only  be  justified 
in  the  highly  unlikely  event  that  such 
managers  can  reasonably  expect  to  beat 
the  market  averages  by  at  least  20%  per 
annum.  Small  chance! 

John  Train  is  president  of  Train,  Smith.  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


It  seems  to  me  that  while  the  senator 
and  foundation  executives  haven't  draw 
the  obvious  conclusion  from  the  natur 
of  institutional  investment,  the  institi 
tions  themselves  haven't  either,  sincj 
they  go  right  on  turning  over  their  pon 
folios  at  high  cost  to  their  investors.  Un 
like  senators  and  foundation  heads,  in 
vestment  men  should  know  bettei 
Really,  it's  the  directors  who  are  at  fauh 
The  actual  managers  are  shifted  aroun 
the  way  Charles  Revson  shifted  adv  erti; 
ing  agencies. 

There's  no  way — not  by  shifting  mar 
agers,  not  by  shifting  portfolios — the  in 
stitutions  can  beat  the  market,  and  th 
harder  they  try,  the  worse  they  do,  b« 
cause  the  turnover  rises  and  so  do  costs 

We  have  no  trouble  now  seeing  ho 
silly  it  was  to  pay  40  times  earnings  fo 
the  "Nifty  Fifty.  Even  at  that  price, 
could  conceivably  have  worked  out  if  tl 
institutions  really  had  held  them  as  tf 
"one-decision  stocks"  they  were  sui 
posed  to  be.  Rut  to  fire  the  one-decisic 
wizards  and  hire  a  "smokestack  st<X 
wizard,  and  then  switch  again  into  inde 
ing  .  .  .  that's  close  to  madness. 

The  investing  public  behaves  tl 
same:  When  stocks  are  expensiv  e,  at  tl 
end  of  a  long  rise,  the  public  wan) 
stocks;  when  the  market's  cheap,  after 
long  decline  it  wants  bonds.  Still,  reti 
buyers  aren't  supposed  to  be  professioi 
als.  Institutional  money  managers  ar 
The  difference  seems  to  be  more  in  tit 
than  in  performance. 

I  think  it  should  once  again  become 
settled  piece  of  Wall  Street  wisdom  th 
high  turnover  indicates  stupidity  or 
nality,  and  is  virtually  nev  er  justifiabl 
In  the  intoxication  of  a  bull  market,  tl 
swingers  can  briefly  combine  hyperacti 
ity  with  unusual  profits,  but  all  th 
means  is  that  they're  crowding  out  < 
thinner  and  thinner  ice.  When  at  last  tl 
ice  cracks  and  ev  eryone  plunges  in.  th 
sink  awfully  fast. 

A  pleasant  piece  of  lingo  for  this  whc 
idea — as  observed  by  stock  market  st 
dent  Charles  D.  Ellis,  is  that  stock  mi 
ket  investing  is  a  loser's  game  masque 
ading  as  a  winner's  game,  like  clj 
tennis.  To  win  at  Wimbledon  you  hai 
to  hit  everv  shot  as  hard  as  you 
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)ecause  your  opponent  is  a  tiger.  In  a 
tub  match,  by  contrast,  most  points  are 
ost  on  errors,  not  "won."  So  to  do  well, 
t's  much  more  important  to  keep  the 
>all  in  play  than  to  put  it  away.  The 
>pponent,  given  a  chance,  will  probably 
>eat  himself.  Dr.  Simon  Ramo  of  TRW 
las  proved  this  by  operations  analysis, 
md  indeed  has  written  a  book  on  it. 

Similarly,  managers  of  large  portfolios 
nay  enjoy  swinging  money  around,  but 
he  owners  of  the  money  will  pay  for  the 
un,  and  pay  heavily. 

Indexing,  incidentally,  is  clearly  an- 


'. .  .  Stock  market  investing 
s  a  loser's  game  masquerad- 
ng  as  a  winner's  game  .  .  ." 


ther  one  of  these  fads.  It  makes  no 
ense.  Some  types  of  stocks  are  more 
ntrinsically  suitable  for  institutional 
ortfolios  than  others,  and  should  be 
lermanently  overrepresented. 

But  worst  of  all  is  the  business  of 
poking  for  exciting  speculations — swing- 
pg  for  the  fences.  There's  no  surer  way 
b  lose  money. 

V  Okay.  I've  criticized  the  investing  in- 
dtutions,  warned  against  high  turnover 
ad  questioned  indexing.  I've  equated 
beculation   with   self-destruction.  So, 
'hat  do  I  suggest?  Here's  an  alternative 
pproach:  Why  not  go  back  to  the  tradi- 
ona!  idea  of  picking  superior  stocks  with 
mifortable  dividends  that  have  a  good 
lance  of  rising  at  least  as  fast  as  inflation 
id  sticking  with  them  as  long  as  they 
ptain  that  not  inconsiderable  virtue? 
ihese  will  rarely  be  dynamic  new  compa- 
ies  in  emerging  industries,  underpriced 
'■clicals  or  turnarounds.  They're  much 
lore  likely  to  be  seasoned,  skillfully 
anaged  outfits  like  Coca-Cola,  Ameri- 
\n  Home,  Caterpillar  or  Beatrice  Foods, 
ith  the  breadth,  the  money,  the  choice 
opportunities  and  the  savoir  faire  to 
ipe  with  almost  anything — including  in- 
I  ition.  They're  reasonably  priced  right 
>w.  Others  in  this  outstanding  circle 
oulcl  be  Merck,  Gannett  and  (with  lower 
eld  and  higher  growth)  Schlumberger 
lid  Philip  Morris. 

i  This  kind  of  investing — which  may  not 
e  your  objective  anyway — may  not  be 
exciting  as  speculative  trading,  but  it 
1st  might  enable  you  to  preserve  your 
pital  in  real  terms.  If  you  can  achieve 
at,  modest  as  it  sounds,  you  will  out- 
■rform  the  average  investor  and  prob- 
'ly  the  institutions,  too.  ■ 
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Send  today  for  these  timely  Special  United  Reports  on 
two  lower-risk  ways  to  invest  for  higher  income 

Bond  Funds 

In  your  search  for  a  more  liberal  return  on  your  money,  you 
should  consider  bond  funds.  They  can  offer  you  many 
advantages  including  liberal  yields  up  to  9%.  And  through  their 
diversification  they  can  considerably  lessen  the  risks  involved. 
This  newly-released  Special  Study  covers  long-established 
bond  funds,  funds  specializing  in  convertibles,  and  highlights 
the  new,  very  popular  funds  that  concentrate  on  lower-rated 
bonds  offering  very  high  income. 

Municipal  Bond  Funds 

A  flexible  way  to  obtain  tax-free  income 

These  funds  have  been  well-received  by  investors  but  are  not 
for  everyone.  This  new  Special  United  Report  covers  24  Municipal 
Bond  Funds,  with  latest  available  information.  It  shows  what  tax 
bracket  you  should  be  in  to  buy  one.  It  answers  such  questions  as: 
•   What  are  the  yields,  the  risks,  the  benefits?  Spotlighted  are  the 
three  Municipal  Bond  Funds  we  favor  for  buying  now. 


 —  FILL  OUT  COUPON  AND  MAIL  TODAY  —  -—  —  —   

This  entire  package  only  $  1        23  KgSS 

Fill  out       name    Reports 

coupon       (please  print)  .  Bond  Funds 

,aondayma"     ADDRESS    *  Municipal 
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Bond  Funds 

city  state   zip   No  salesman  will  call. 

UNITED  Mutual  Fund  Selector®  SEnTs 

A  Division  ol  United  Business  Service  Co  only.  Not  assignable 

212  NEWBURY  STREET,  BOSTON.  MASS  02116  without  your  consent 


Higher  quality  and  shorter 
maturities  for  conservatives 
seeking  tax-free  income. 

To  improve  stability,  a  double  restriction  is  placed  on  the  port- 
folio. Tax-free*  bonds  must  be  of  A  or  better  quality,  and  the 
average  maturity  must  be  12  years  or  less. 

Funds  may  be  withdrawn  with  either  a  phone  call  or 
the  free  check  writing  feature.  And,  of  course,  there  are  no 
sales  charges. 

Conservatives  prepared  to  invest 
an  initial  minimum  of 
$10,000  should  learn 
more.  Call  or  write  for 
a  copy  of  our  portfolio 
and  free  literature. 


FIDELITY 

LIMITED  TERM  MUNICimLS 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect 
(617)  726-0650 

"A  portion  of  the  income  may  be 
subject  to  some  Federal,  state  or  local  tax. 


I 


Box  832,  Dept.  FF80109 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees,  other  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 
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FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management.  | 
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When  The  Boss  Is  The  Problem 

By  Thomas  P.  Murphy 

". . .  While  the  company  remains  small, 
the  entrepreneur's  voids  are  tolerable  . . ." 


he  trouble  with  venture  capital- 
ists,'  Fred  Johnston,  50,  explains  with 
his  usual  impatience,  "is  that  you  think 
that  money  solves  problems.  It  doesn't. 
You  people  forget  there  are  four  Ms  in 
business."  Johnston  thrusts  four  fingers 
in  the  air:  "There  is  management,  mar- 
keting, manufacturing — that  includes 
technology— and  then  there  is  money. 
Unless  you  have  the  first  three  under 
control,  the  fourth  doesn't  help.  I 
learned  that  years  ago  when  I  helped 
manage  the  funds  of  a  midwestern-based 
family.  We  threw  a  lot  of  money  at  what 
turned  out  to  be  business  problems  and 
it  never  worked." 

Joe  L.  Jessup,  64,  would  agree.  Like 
Johnston,  Jessup  is  one  of  a  handful  of 
people  around  who  are  taking  a  new 
approach  to  the  old  problem  of  easing  an 
entreprenurial  business  into  the  self-sus- 
taining growth  phase.  They  both  per- 
ceive that  the  problem  of  small,  growth 
companies  is  not  always  money — as  most 
people  think  it  is — but  the  limitations  of 
the  entrepreneur  himself.  The  typical 
entrepreneur  is  a  man  who  is  very  good 
at  doing  one  thing.  "He  is  often  a  ge- 
nius," says  Johnston.  Today  that  one 
thing  is  usually  technology,  and  the  en- 
trepreneur is  not  so  good  (and  not  very 
interested)  in  the  rest  of  the  business. 

While  the  company  remains  small,  the 
entrepreneur's  voids  are  tolerable.  As 
soon  as  it  starts  to  grow,  the  neglected 
areas  become  overwhelming  problems. 
What  is  the  entrepreneur's  response? 
Instinctively,  he  reverts  to  his  own 
strong  suit,  technology  for  instance,  and 
tries  to  develop  a  new  product  when  the 
real  problem  was  defining  the  market  for 
the  product  he  already  had. 

Who  will  help?  As  Fred  Johnston  sees 
it,  almost  nobody.  "Commercial  banks 
cannot  help  small  companies,"  Johnston 
says.    "Most  venture  capitalists  don't 

Mr.  Murphy  heads  a  venture  capital  firm. 
Partnership  Dankist,  Stamford,  Conn. 


want  to  get  involved  in  operating  man- 
agement. Consultants  are  the  least  use- 
ful. They  come  in  and  give  the  guy  a 
report  when  he  does  not  have  the  knowl- 
edge base  on  which  to  implement  the 
recommendations. " 

That  leaves  Fred  Johnston  and  his 
Technicorp  International.  Technicorp,  of 
Stamford,  Conn.,  is  a  loose  alliance  of  a 
dozen  senior  executives  in  big  compa- 
nies located  in  the  U.S.,  in  Europe  and 
the  Far  East.  When  somebody  finds  a 
promising  but  troubled  company,  John- 
ston moves  in,  along  with  his  secretary, 
and  goes  to  work. 

In  one  instance,  Technicorp  was  called 
into  a  small  ($700,000-sales)  business 
that  was  losing  money  and  was  very 
nearly  down  the  tube.  One  problem, 
quickly  uncovered,  was  distribution: 
"The  old  sales  manager,"  says  Johnston, 
"had  bamboozled  the  company.  He  had 
set  up  distributors  who  were  pals  of  his 
and  who  were  costing  the  company  25% 
of  sales.  We  switched  to  manufacturers' 
representatives  and  direct  salesmen — 
the  first  time  it  had  been  done  in  the 
industry — and  got  more  professionalism 
and  lower  selling  costs. 

"Another  company  was  in  terrible  fi- 
nancial shape,"  says  Johnston.  "It  was 
narrowly  surviving  by  selling  its  accounts 
receivable  to  a  factor,  and  that  cost  about 
18%  interest.  After  we  straightened  out 
some  management  and  marketing  prob- 
lems, I  went  with  one  of  our  board  mem- 
bers to  meet  with  a  banker  we  both 
knew.  We  told  him  about  the  company 
and  our  involvement  in  it.  He  had 
enough  faith  in  us  to  quickly  make  a 
$200,000  loan  that  took  out  the  factor." 

Joe  Jessup's  style  is  different.  He  is  a 
former  professor  of  business  policy  who 
first  got  fascinated  by  small  companies  in 
1959  and,  because  of  his  wife  s  health, 
moved  to  Fort  Lauderdale,  Fla.  a  few 
years  ago.  The  move  did  not  shake  the 
chalk  dust  from  Joe  Jessup's  sleeves. 

Jessup  is  still  the  old  professor,  the 
skeptical  questioner.  He  starts,  usually, 
with  a  favorite  question:  "How  do  you 
define  success  in  your  business?"  Look 
out,  that  is  not  as  simple  as  it  sounds. 
From  there  Jessup  leads  relentlessly  into 


a  business-planning  process  that  has  to 
meet  the  test  of  realism,  and  Jessup  is  a 
master  of  the  raised  eyebrow  when  plans 
get  a  little  dreamy. 

Unlike  the  more  conventional  consult- 
ing approach,  Jessup  makes  a  major  com- 
mitment to  a  company  and  is  willing  to 
pitch  in  with  more  than  advice.  But  un- 
like Technicorp,  Jessup  does  not  run 
functions  of  the  business.  He  tries  to 
take  responsibility  for  finding  someone 
who  can. 

In  one  little  company,  Jessup  says,  he 
found  the  record-keeping  in  a  shambles 
and  there  wasn't  enough  money  to  hire  a 
comptroller.  After  inquiring  around,  he 
learned  that  the  receptionist,  a  middle- 
aged  woman,  had  an  uncommon  sense  of 
numbers,  so  he  taught  her  how  to  keep 
the  records. 

In  a  company  that  was  stuck  with  a 
technical  problem,  Jessup  discovered 
that  a  low-level  employee,  an  ex-Coast 
Guard  petty  officer  understood  the  tech- 
nology better  than  the  company  engi- 
neer, so  he  put  the  ex-petty  officer  in 
charge  of  solving  the  problem. 

Still  another  company  needed  markets 
in  Europe  but  could  not  afford  an  export 
manager.  The  entrepreneur's  wife  filled 
that  bill. 

But  why  do  intelligent  guys  like  Fred 
Johnston  and  his  board  of  directors  and 
Joe  Jessup  want  to  get  involved  in  the 
awful  problems  of  small  companies?  For 
one  thing,  they  both  admit  to  being-fasci- 
nated by  them.  As  Jessup  sees  it,  "The 
entrepreneur  is  the  only  one  left  in  the 
American  economy  that  can  offer  rapid 
growth.  The  big  companies  do  not  have 
it  anymore.  Johnston  sees  small  busi- 
ness as  the  incubator  for  new  technolo- 
gy. "Most  leading-edge  technology 
comes  from  small  companies,"  he  says. 

As  for  money,  Technicorp  asks  for  its 
expenses  but  clearly  looks  for  a  substan- 
tial common  stock  position  related  to 
success.  Jessup  works  for  a  fee,  but  his 
own  definition  of  success  is  owning  "5% 
of  seven  or  eight  growth  companies."  At 
64,  Joe  Jessup  figures  he  has  plenty  of 
time  to  wait  for  the  payoff:  "I  come  from 
a  family  of  great  longevity.  My  father 
lived  until  he  was  91.  "  ■ 
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Thoughts.  .  .Business  of  Life 


In  business,  eternal  vigilance 
is  the  price  of  liquidity. 
Morhis  Franklin 


What  harm  is  there  in  getting 
knowledge  and  learning,  were  it  from 
a  sot,  a  pot,  a  fool,  a  winter 
mitten  or  an  old  slipper? 
Rabelais 


Experience  and  judgment  must  be 
gained  by  the  slow  process  of  doing. 
William  Feather 


Nine-tenths  of  wisdom 
consists  in  being  wise  in  time. 
Theodore  Roosevelt 


Since  we  cannot  know  all  that  is  to  be 
known  of  everything,  we  ought  to 
know  a  little  about  everything. 
Blaise  Pascal 


Learning  is  either  a  continuing 
thing  or  it  is  nothing. 
Frank  Tyger 


To  be  ignorant  of  one's  ignorance 
is  the  malady  of  the  ignorant. 
Amos  Bronson  Alcott 


He  who  learns  but  does  not  think  is 
lost,  he  who  thinks  but  does  not 
learn  is  in  danger. 
Confucius 


Modern  business  is  a  quickly 
moving,  procession,  and  any 
executive  who  smugly  imagines 
that  it  is  entirely  unnecessary 
for  him  to  exert  himself 
to  keep  step  is  doomed  to  he 
passed  by.  The  wise  executive 
preserves  an  open,  alert  mind; 
eagerly  seeks  fresh  knowledge; 
reads  business  magazines  and  books; 
keeps  on  winning  new  friends. 
Remember:  "Pride  goeth  before  a  fall. ' 
B.C.  Forbes 


If  a  man  knows  where  to  get 
good  advice,  it  is  as  though  he 
could  supply  it  himself. 
Goethe 


Theory  without  experience  is  sterile, 
practice  without  theory  is  blind. 
George  Jay  Anyon 


Knowledge  is  proud  that  he  has 
learned  so  much;  wisdom  is  humble 
that  he  knows  no  more. 
William  Cowper 


These  are  the  effects  of  doting  age: 
vain  doubts,  idle  cares  and  overcaution. 
John  Dryden 


I  forget  the  greater  part  of 
what  I  read,  but  all  the  same 
it  nourishes  my  mind. 
Georg  C.  Lichtenberg 


I  know  what  J  can  know,  and  am  not 
troubled  about  what  I  cannot  know. 
Johann  Fichte 


Wisdom  is  special  knowledge  in 
excess  of  all  that  is  known. 
Ambrose  Bierce 


Learning  is  acquired  by  reading 

books;  but  the  much  more  necessary 

learning,  the  knowledge  of 

the  world,  is  only  to  be  acquired 

by  reading  men,  and  studying 

all  the  various  editions  of  them. 

Lord  Chesterfield 


A  man's  growth  is  seen  in 

the  successive  choirs  of  his  friends. 

Ralph  Waldo  Emerson 


The  man  who  has  ceased  to  learn 
ought  not  to  be  allowed  to  wander 
around  loose  in  these  dangerous  days. 
M.M.  Coady 


A  man  must  have  a  certain  amount  of 
intelligent  ignorance  to  get  anywhere. 
Charles  F.  Kettering 


The  trouble  with  people  is  not  that 
they  don't  know,  but  that  they 
know  so  much  that  ain't  so. 
Josh  Billings 


I  find  that  a  great  part  of  the 
information  I  have  was  acquired  by 
looking  up  something  and  finding 
something  else  on  the  way. 
Franklin  P.  Adams 


More  than  3,000  "Thoughts."  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $10.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text .  .  . 


Sent  in  by  Mrs  William  J.  Hunt,  Cuyahoga 
Falls,  Ohio.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts  used. 


Woe  unto  them  that  are  wise  in  their  oicn 
eyes,  and  prudent  in  their  own  sight! 
Isaiah  5:21 
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In  this  quicksilver  world,  uuiuwi 
only  a  &nr pleasures  remain  timeless  and 
only  a  lew  assets  remain  priceless. 


ROLLS 


R 


ROYCE 


Most  machines  are  prone  to  lead 
brief  lives. 

Like  passing  whims,  they  tend  to 


give  way  to  harsh  realities  more  readily 
jthan  most  people  care  to  remember. 

But  if  products  that  are  suddenly  here 
Itoday  and  almost  as  suddenly  gone 
tomorrow  are  the  rule  in  this  modern  age, 
(the  Rolls-Royce  Silver  Shadow  II  takes 
quiet  exception  to  it. 

Like  every  motor  car  that  Rolls-Royce 
las  ever  created,  the  Silver  Shadow  II  is 
Duilt  as  few  machines  are  built:  by  hand. 

The  hands  of  master  craftsmen  and 
:echnicians  shape  the  body,  sculpt  the 
grille,  silence  the  engine,  tailor  the  hide 
leathers,  match  the  walnut  veneers  and 
perform  hundreds  of  other  minor  miracles, 
iach  one  a  subtle  discovery  for  the  senses. 

It  takes  between  three  and  four  months 
:o  build  and  craft  a  motor  car  in  this 
incompromising  way.  And,  while  the 
Silver  Shadow  II  of  1978  resembles  the 
original  Silver  Shadow,  it  differs  in  more 
iihan  2000  ways— from  its  sophisticated 
irack-and-pinion  steering  to  its  unique 
two-level  air  conditioning. 


But  as  dramatic  as  these  and  other 
individual  advances  are,  the  joy  of 
a  Silver  Shadow  II  is  in  holding  all  the 
artistry,  technology  and  patience  that 
Rolls-Royce  can  bring  to  bear  in  your  very 
hands.  Arid  the  joy  is  not  fleeting. 

The  fact  is,  more  than  half  of  all  the 
Rolls-Royce  motor  cars  ever  built  are 
still  very  much  in  command  on  the  road, 
many  of  them  still  climbing  in  value,  still 
defying  all  the  laws  of  an  unpredictable 
world  economy. 

The  fine  art  of  building  motor  cars  that 
tend  to  cruise  on  and  on  in  this  remarkable 
way  is  one  thing  that  Rolls-Royce  will 
never  change.  For  this,  above  all  else,  is 
what  makes  a  Rolls-Royce  motor  car  a 
timeless  pleasure  to  drive  and  a  priceless 
asset  to  own,  as  the  years  pass  silently  by. 

A  collection  of  Rolls-Royce  masterpieces 
is  waiting  at  your  nearest  Authorized 
Rolls-Royce  Dealership.  For  further 
information,  simply  call  800-325-6000 
and  give  this  ID  number:  1000. 

The  names  "Rolls-Royce  "and  "Silver  Shadow  II  "and  the  mascot,  badge  and 
radiator  grille  are  all  Rolls-Royce  trademarks.  ©Rolls-Royce  Motors  Inc  1978 
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Concorde. 

rhe  incredible  advantage 
going  to  Europe. 


You  fly  to  Paris  in  as  little  as  3%  hours,  half 
'.  time  it  takes  on  conventional  jets. 

After  your  short  flight,  you're  virtually  as 
sh  as  when  you  started.  And  you  arrive  in 
nty  of  time  for  a  good  night's  sleep. 

The  next  morning  you're  rested  and  alert, 
dy  to  put  in  a  full  day's  work  or  to  make  con- 
:tions  to  other  commercial  capitals  in  Europe 
she  Middle  East. 

On  most  subsonic  flights  to  Paris,  you  fly 
>rnight  and  spend  all  or  most  of  the  next  day 


recovering  from  jet  lag  and  travel  fatigue. 

When  you  consider  how  expensive  a  lost  day 
is  to  a  busy  executive,  you're  clearly  ahead  with 
the  Concorde. 


NEW  YORK  TO  PARIS 

WASHINGTON  D.C.TO  PARIS 

Daily 

Depart  Kennedy  10:30  AAA* 
Arrive de Gaulle  8  PM 

Mon/Thu/Sat 
Depart  Dulles  1:15  PM* 
Arrive  de  Gaulle  11:05  PM 

'Mobile  lounge  leaves  15  minutes  before  flight  departure. 


rhe  even  more  incredible 
advantage  coming  back. 


Paris  to  New  York.  You  leave  Paris  at  11  am  and 
ve  in  New  York  at  8:30  am,  two  and  a  half  hours 
:he  clock  before  you  departed.  Arriving  at 
t  hour,  you  can  be  in  your  office  the  same  day 
iost  anywhere  in  the  U.S. 

On  a  conventional  jet,  you  reach  New  York  in 
afternoon  after  almost  eight  hours  of  travel  — 

sacrifice  the  whole  day. 

Now  what  is  a  full  business  day  for  a  top  execu- 
worth  to  a  company  in  dollars  and  cents? 
ntainly  more  than  the  extra  cost  of  Concorde. 

Paris  to  Washington.  After  working  in  Paris 
nlsewhere  in  Europe,  you  catch  one  of  our  thrice- 
i  kly  8  pm  Concorde  flights  and  get  to  Washington 
ij:55  pm.  The  next  morning  you're  fresh  and 
lay  for  a  full  business  day. 
Or  you  can  spend  the  night  in  Paris  and  catch 
rdinary  jet  the  next  day.  Now  how  much  will 


another  night  in  Paris  cost  your  company?  Hotel. 
Dinner.  A  show?  Not  to  mention  the  day  lost  in 
transit,  and  perhaps  the  second  day  needed  to 
overcome  the  fatigue  of  an  8  hour  flight. 

When  your  company  considers  all  of  Concorde's 
economic  advantages,  they  should  insist  that  you 
travel  Concorde.  Going.  And  coming. 

For  reservations,  call  your  Travel  Agent, 
Corporate  Travel  Department,  or  contact  the 
Concorde  Desk.  In  New  York  City  (212)  421-6280. 
In  New  York  State  (800)  442-5878.  Elsewhere  in 
the  U.S.A.  (800)223-5487. 


PARIS  TO  NEW  YORK 

PARIS  TO  WASHINGTON  D.C. 

Daily 

Depart  de  Gaulle  11  AM 
Arrive  Kennedy  8:30  AM 

Wed/Fri/Sun 
Depart  de  Gaulle  8  PM 
Arrive  Dulles  5:55  PM 

AIR  FRANCE 


SERVE  US  YOUR  TOUGHEST  BANKING  PROBLEM!  At  North  America  solvir 
your  toughest  banking  problem  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
closely  with  you  to  find  solutions  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
Money  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
assets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  ar 
service  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
company  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
the  winning  solution. 


CjT 


National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAL  CORPORATION 


AUVtK  I  ntMtlN  I 

■low  to  Achieve  Total  Financial  Freedom  in  1978 


A  MUTUAL  CONCERN.  We've  never  met 
id  probably  never  will,  but  I  think  we  share 
common  interest.  That  interest  is  in 
hieving  complete  and  total  financial  free- 
m. 

Recently  my  net  worth  reached  the  magic 
illion  dollar  mark,  and  it  only  took  me  48 
anths  to  achieve  that. 
That  might  not  impress  you,  but  if  you  had 
en  me  just  a  few  years  ago,  you  might  won- 
r  how  I  did  it.  I  lived  in  Denver  then,  in  a 
amped,  tumbled  down  house  at  2545  South 
gh  Street.  My  wife  was  expecting  our  sec- 
d  child  and  we  were  so  broke  we  had  to 
rrow  $150.00  from  a  relative  just  to  buy 
)d  and  pay  the  rent. 

By  the  way,  I  know  1  didn't  make  a  million 
liars  because  of  my  superior  intellect  —  I 
irely  got  through  Ames  High  School 
mes,  Iowa)  with  a  C  average.  I  did  a  little 
tter  later  on  but  I  soon  realized  that  a 
laned  job  was  not  the  way  to  become  finan- 
illy  free.  If  you'll  stop  and  think,  you'll 
alize  that  millionaires  do  not  work  10,  20, 
50  times  harder  or  longer  than  you. 

FINANCIAL  FREEDOM.  It  seems  that  most 
sple  who  are  charging  for  financial  advice 
ve  studied  how  to  "do  it"  but  have  never 
ually  "done  it"  themselves.  You  will  find 
you  read  my  formulas,  that  since  I  have 
;ually  achieved  total  financial  freedom 
'self,  that  you  will  receive  from  me  more 
in  just  the  motivation  to  achieve  your  own 
ancial  independence,  but  a  workable 
p-by-step  plan  to  actually  do  it. 


What  are  your  Financial  Possibilities  in  1978?  Mark  O.  Haroldsen 

became  a  millionaire  in  four  years  because  he  found  a  way  to  harness 
inflation  to  his  benefit.  Now  it's  your  turn!  "I Ve  found"  says  Haroldsen, 
"fhaf  most  people  just  need  a  specific  road  map  to  follow . . .  they  can  do 
what  I've  done." 


tually  do  make  10,  20,  or  50  times  more 
money  than  you  do. 

YOUR  MONEY  S  WORTH.  While  I  was 
struggling  on  making  my  first  million,  I 
often  thought  how  nice  it  would  be  to  have 
the  personal  advice  and  counsel  from  some- 
one like  Howard  Hughes  or  J.  Paul  Getty. 

What  would  I  have  been  willing  to  pay  for 
this  service?  I  can  tell  you  one  more  thing  for 
sure,  it  would  have  been  a  lot  more  than  the 
$12.00  that  I'm  going  to  ask  you  to  invest  in 
your  financial  future. 


r\  .  .  more  than  150,000  people  have  discovered  that  my 
formulas  will  provide  the  road  map  that  can  lead  to  total 
financial  freedom  ..." 


5TEP-BY-STEP.  Contained  in  the  work 
titled  How  To  Wake  Up  The  Financial 
nius  Inside  You  are  the  various  formulas 
ich  will  show  you  exactly  how  you  can  do 
:h  of  the  following: 

buy  income  properties  for  as  little  as  $100 
down. 

begin  without  any  cash, 
put  $  10,000  cash  and  more  in  your  pocket 
each  time  you  buy  (without  selling  pro- 
|  perty. > 

I  compounds  your  assets  at  100^  yearly, 
legally  avoid  paying  federal  or  state  in- 
come taxes. 

buy  bargains  at  one-half  the  market 
.value. 

10RE  LEISURE.  If  you  apply  these  for- 
jlas  and  methods  you  will  find  in  a  very 
jrt  time,  you  will  be  able  to  do  almost 
('thing  you  care  to  do,  and  I  think,  at  that 
j.e,  you  will  find  as  I  have,  that  spending 
leral  weeks  on  the  beaches  of  Hawaii,  or 

he  ski  slopes  of  Colorado,  or  just  sightsee- 
in  Kurope,  or  any  other  place  in  the 
|'ld,  you  begin  to  understand  what  real 

;dom  is  all  about. 

lost  people  think  that  it.  would  be  im- 
isible  to  do  some  of  the  things  listed  above, 
example,  to  buy  a  property,  and  at  the 
le  time  put  $  10,000  (or  more)  cash  in  your 
;ket  without  selling  the  property,  or  to  buy 
•operty  with  little  or  no  cash  down, 
elieve  me,  it  is  possible  and  fairly  simple. 
3  is  exactly  how  most  wealthy  people  ac- 

iire  at  vour  local  bookstore  for  Mark  Haroldsen's  "How  to  Wake  Ud  the  Financial  Genius  Inside  You. 


country  lose,  not  because  they  lack  in- 
telligence, or  even  willpower,  but  because  of 
procrastination,  or  lack  of  action  —  please 
don't  be  like  the  masses.  Make  a  decision 
while  you  have  this  paper  in  your  hands. 
Make  a  decision  now  to  either  act  now  and 
send  for  my  material  or  immediately  round 
file  this  paper.  If  your  decision  is  to  order,  do 
it  now,  not  later.  Otherwise  you  may  lose, 
just  by  default. 

"FINANCIAL  FREEDOM.''  To  order, 
simply  take  any  size  paper,  write  the  words 
"Financial  Freedom,"  your  name  and  ad- 


FOR  YOUR  FUTURE.  What  will  this 
$12.00  actually  do  for  you?  It  will  give  you  a 
complete  step-by-step  plan  that  you  can  fol- 
low to  become  totally  and  completely  finan- 
cially independent. 

Please  try  to  understand  my  dilemma.  I'm 
not  a  New  York  advertising  agency  with  all 
their  professional  skill  and  manpower  to 
write  a  powerful  and  persuasive  ad  to  con- 
vince you  that  I  can  make  you  financially 
independent.  I  am  just  somebody  who  has 
actually  'done  it',  and  can  really  show  you 
how  to  'do  it'. 

TEST  IT  YOURSELF.  It's  really  quite  frus- 
trating to  have  something  so  valuable  as  I 
know  I  have,  but  lack  the  skill  to  convince 
people  to  try  it  for  themselves.  I  hope  by  my 
simple  direct  approach  I  can  convince  you  to 
try  my  formulas. 

INDECISION  —  THE  COSTLY  DECISION. 

It  seems  the  majority  of  the  people  in  our  rich 


dress,  and  send  it  along  with  a  check  for 
$12.00  to  Mark  O.  Haroldsen,  Inc.,  Dept. 
G-226,Tudor  Mansion  Bldg.,  4751  Holladay 
Blvd.,  Salt  Lake  City,  Utah  84117. 

If  you  send  for  my  materials  now,  I  will 
also  send  you  documents  that  will  show  you 
precisely  how  you  can  borrow  from  $20,000 
to  $200,000  at  2f'i  above  the  prime  rate  using 
just  your  signature  as  collateral. 

IT'S  GUARANTEED.  If  you  are  still  some- 
what skeptical,  and  believe  me,  when  I 
started  out  I  certainly  was,  because  of  the 
many  people  in  the  world  trying  to  deceive 
others,  I  would  encourage  you  to  postdate 
your  check  by  30  days,  and  I  promise  and 
guarantee  that  it  will  not  be  deposited  for  at 
least  those  30  days,  and  if  for  any  reason  you 
do  not  think  that  what  I  have  sent  you  lives 
up,  in  every  aspect  to  what  I  told  you  in  this 
letter,  send  the  material  back,  and  I  will 
quickly,  without  question,  refund  your 
money  and  send  back  your  own  uncashed 
check  or  money  order. 

*M2-12  <w  MurkO.  Ha 


Side  Lines 


FoRBEs/Washington 


The  six  characters  in  the  fore- 
ground and  the  six  in  the  background 
are  the  essence  of  our  expanded  cov- 
erage of  Washington,  where  our 
bright  new  offices  in  the  National 


bearded  gentleman:  Bureau  Manager 
Berry,  who  took  up  carpentry  while 
restoring  an  old  house  for  his  family. 
"I  asked  the  art  department  to  make  a 
blowup  of  our  logo  with  the  letters 


Settling  In:  Bureau  Manager  Berry  (foreground)  and  (from  right  to  left) 
Deputy  Bureau  Manager  Briggs,  Berss,  Sturm,  Aburdene  and  Byrne. 
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Press  Club  building  were  opened 
with  a  party  last  midmonth.  In  front  is 
veteran  (at  39)  Washington  journalist 
John  Berry,  who  heads  our  bureau. 
Behind  him:  Jean  Briggs,  deputy  bu- 
reau manager;  Marcia  Berss,  report- 
er-researcher; Paul  Sturm,  associate 
editor;  and  newcomers  Patricia  Abur- 
dene, reporter-researcher,  and  James 
Byrne,  staff  writer. 

The  six  characters  in  the  back- 
ground? They,  of  course,  spell 
Forbes  and  are  the  handiwork  of  the 

The  Irreconcilables 

In  this  issue  Forbes  Magazine  has  a 
rare  chance  to  consider  one  of  the 
moral  issues  involved  in  business — 
not  in  abstract  terms  but  in  an  actual 
clash  between  two  equally  reasonable 
but  irreconcilable  points  of  view. 
Here  s  how  it  happened.  While  lunch- 
ing at  Forbes  recently,  Control  Data 
Chairman  William  Morris  mentioned 
that  his  next  stop  was  a  meeting  with  a 
church  group  that  owned  shares  in  his 
company.  The  churchmen,  who  sup- 
port the  Black  opposition  to  the  white 
government  in  South  Africa,  wanted 
Control  Data  to  stop  doing  business 
there.  Forbes  Senior  Editor  Bobert 
Flaherty  asked  Norris  if  he  could  sit  in 
on  the  meeting.  Norris  said,  "Yes."  So 
did  William  Thompson,  the  president 
of  the  National  Council  of  Churches  of 
Christ  in  the  U.S.A. 

The  story — mostly  dialog  from  the 
meeting — begins  on  page  31.  After 
the  meeting,  Norris  felt  depressed 
that  the  churchmen  seemingly  failed 


about  1  foot  high,"  he  says.  "Using 
that  as  a  pattern  I  took  a  leaf  from  an 
old  walnut  dining  table  which  came 
from  my  mother-in-law's  attic  in  Ken- 
tucky and  cut  out  the  letters  with  a 
saber  saw.  Oiled,  they  look  great." 
And  highly  visible.  As  soon  as  a  visitor 
turns  the  corner  on  the  11th  floor  he 
can't  help  but  see  at  the  end  of  the  long 
corridor  the  Forbes  logo  clearly  visi- 
ble through  the  glass  doors.  Says  John: 
"I  wanted  to  make  sure  there  was  no 
mistake  about  whose  office  it  is." 


to  understand  his  decision  to  remain 
in  South  Africa.  When  it  was  sug- 
gested that  Control  Data  ought  to 
support  antigovernment  rebels,  Nor- 
ris had  trouble  holding  his  temper 
and  thus  said  nothing  at  the  end  of 
the  debate. 

The  churchmen  were  equally  dis- 
appointed. Knowing  Norris  to  be  a 
moral  and  concerned  man  who  had 
openly  criticized  the  South  African 
government  for  its  policies,  the 
churchmen  hoped  they  could  con- 
vert Norris  all  the  way  to  their  cause. 
Then,  using  him  as  leverage,  they 
hoped  to  be  able  to  put  pressure  on 
much  larger  U.S.  corporate  oper- 
ations in  South  Africa. 

Who  is  right?  Norris,  with  his  faith 
in  education  and  jobs?  Or  the  church- 
men, with  their  belief  that  revolution 
is  now  the  only  workable  course  in 
South  Africa?  Each  reader  will  have 
to  give  his  own  answer,  depending  on 
his  personal  philosophy.  ■ 
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Vffere  the  only 
U.S.  airline  that  caivhonestly 
promise  you  the  world. 


simplest  of 
reasons:  were  the  only  airline  that  flies  to 
all  parts  of  the  world  from  America. 
J        84  cities  in  58  countries  on  6  continents. 
^       Our  flights,  even  to  the  most  far-flung  places,  are 
scheduled  frequently  enough  so  that  every  three  minutes, 
somewhere  in  the  world,  a  Pan  Am  plane  is  either  taking  off 
or  landing. 

And  more  often  than  not.  that  Pan  Am  plane,  whether 
youre  a  passenger  or  youre  shipping  cargo,  is  a  big.  roomy 
747.  The  plane,  were  told,  that's  the  most  preferred  by 
?  international  travelers. 

The  next  time  youre  traveling  abroad,  ask  your 


travel  agent  to  put  you  on  Pan  Am. 


It'll  make  things  a  lot  easier.  Promise.     Americas  airline  to  the  world 


See  your  travel  agent. 


Edited  by  JOHN  A.  CONWAY 


Session  In  The  Sun:  Gerald  Ford,  British  PM  Callaghan,  Canada's  Trudeau. 


The  High  Price  Of  Communism 

Money  will  emerge  as  ,i  principal  un- 
derlying  factor  behind  any  decision  by 
Italy  to  give  the  Communist  party  (larg- 
est in  Western  Europe)  a  role  in  its 
government.  At  President  Gerald  Ford's 
1976  economic  summit  in  San  Juan, 
Puerto  Rico,  six  of  the  seven  heads  of 
state  at  the  meeting  agreed  among  them- 
selves and  while  the  Italian  premier 
was  not  present  —that  if  the  Communists 
were  taken  into  the  Koine  government, 
the  other  powers  (France,  West  Ger- 
many, Japan,  Canada,  Great  Britain  and 
the  U.S.)  would  stop  providing  financial 
transfusions  for  Italy's  chronically  ill 
economy  .  The  question  is  whether  that 
private  agreement  still  holds.  The  bet- 
ting in  Washington  is  that  it  does, 
though  U.S.  officials  an-  reluctant  to  con- 
firm it.  One  sign  that  not  all  of  the  six 
original  nations  still  hold  to  the  stand 
agreed  on  in  Puerto  Rico  was  that  blast 
French  Prime  Minister  Raymond  Bane 
leveled  last  week  at  actions  such  as  the 
blunt  U.S.  warning  to  Italy  to  keep  the 
Communists  out.  Politics  aside,  the  eco- 
nomic argument  against  aiding  Italy, 
with  or  without  Communists,  is  potent. 
Last  year  Rome's  deficit  spending  hit 
$20.6  billion,  well  above  the  credit  ceil- 
ing set  for  it  by  the  International  Mone- 
tary Fund.  This  year  it  is  expected  to  go 
beyond  $25  billion.  The  drain  comes  not 
only  from  the  government  itself  but  also 
from  such  public-sector  losers  as  Italy's 
railroads  and  electric  power  system. 

Ma  Bell's  Coyness 

Ma  Bell  is  being  coy  about  it,  but  Bell 
Laboratories'  new  satellite  communica- 
tions concept  certainly  sounds  like  some- 
thing designed  to  compete  with  Satellite 
Business  Systems,  sponsored  partly  by 


IBM,  for  the  multibillion-dollar  private- 
line  and  data  transmission  market  ol  the 
1980s.  The  new  Bell  idea  is  still  in  the 
lab  and  no  commitment  has  been  made 
to  develop  it.  It  involves  a  satellite  trans- 
mitting a  do/en  fixed  beams,  plus  a  fast- 
moving  "scanning  beam'-  to  cover  the 
U.S.  Like  SBS,  it  could  be  picked  up  by 
on-site  antennas.  Bell  scientists  meticu- 
lousl)  point  out  that  their  system  would 
not  "necessarily"  compete  with  SBS. 
Rather,  they  stress  that  it  could  be  used 
to  carry  part  of  Bell  s  existing  land-based 
traffic.  But  Ma  Bell's  men  also  note  that 
their  concept  could  '  reduce  the  cost  of 
multipoint  video  teleconferencing  .  .  . 
lead  to  more  widespread  data  transmis- 
sion [and]  lessen  the  cost  of  tie  lines  and 
private  networks  used  in  corporate  com- 
munications." That  is  a  complicated  way 
of  describing  what  the  IBM-backed  SBS 
is  supposed  to  do. 

Hell  Hath  No  Fury  .  .  . 

Future  federal  budget-writers  will 
have  a  new  force  to  contend  with — the 
divorced  wives  of  military  and  civilian 


government  employees.  Army,  Navy 
and  Air  Force  ex-wives  are  banding  to- 
gether to  force  Congress  to  grant  them 
rights  to  the  military  medical  benefits 
their  former  spouses  and  their  children 
enjoy.  (Children  are  considered  military 
dependents;  ex-wives  are  not.)  One  pro- 
posal would  give  the  benefits  to  women 
married  at  least  20  years  to  men  with  20 
years  of  service;  another  would  do  the 
same  for  men  divorced  from  20-year 
women,  about  150,000  in  all.  The  ser- 
vices are  fighting  the  idea,  arguing  that  it 
would  add  at  least  $45  million  to  the 
defense  budget  and  open  the  door  to 
claims  on  other  military  perks,  from  pen- 
sions to  PX-shopping  privileges.  Another 
politically  formidable  group,  ex-wives  of 
civil  service  and  foreign  service  men,  is 
also  speaking  up.  These  women  (who  are 
not  eligible  for  Social  Security)  want  fed- 
eral medical  insurance,  plus  up  to  half 
their  former  mates  pensions.  Some 
states,  in  fact,  are  already  including  led 
era]  pensions  in  community -property 
settlements,  despite  a  U.S.  law  that  for- 
bids such  a  practice.  So  far,  the  law  has 
not  been  enforced  and  Congress  is  dis- 
cussing the  idea  of  making  federal  pen 
sions  subject  to  state  divorce-courtl 
orders. 

R&D,  Soviet  Style 

Pentagon  planners  have  written  an 
ironic  footnote  to  charges  that  the  Soviet 
Union  copied  one  of  the  latest  U.S.  mili-i 
tary  plane  designs.  The  Soviet  AX-72, 
the  experts  say,  is  a  direct  steal  from  the 
YC-14,  a  Boeing  prototype  "advanced! 
medium  short-takeoff  transport"  (AMST) 
built  for  the  U.S.  Air  Force.  McDonnell 
Douglas  also  built  a  prototype  AMST, 
the  YC-15,  but  the  air  generals — in  both 
Washington  and  Moscow — apparently 
preferred  the  Boeing.  The  irony  is  that! 
the  Defense  Department  has  decided  to 
cancel  the  whole  AMST  program  So 
unless  Congress  decides  otherwise  (noil 


Boeing's  YC-14:  The  Pentagon  bade  it  farewell,  but  the  Kremlin  made  it  welcome. 


FORBES,  FEBRUARY  6,  1978 


)  1978-  B  J  BtYNOlDS  IOB»CCOCO 


"I  have 
my  own  ideas 


about  smoking? 


"I  know  what  I  like  out 
of  life.  And  one  of  the 
things  I  like  is  smoking. 
But  there's  no  getting 
away  from  the  stories  I 
keep  hearing  about  ciga- 
rettes and  high  tar. 

'There's  also  no  get- 
ting away  from  why  I 
smoke.  I  smoke  for  the 
pleasure  of  it.  For  the  taste. 
And  for  enjoying  a  ciga- 
rette after  my  long  day  as  a 
teacher. 

"Then  at  night  when  I 
work  my  other  job  —  as  a 
drummer— I  enjoy  lighting 
up  between  sets.  It's  part  of 
,the  way  Hive. 

Tor  me,  the  dilemma  was 
how  to  find  a  cigarette  that 
could  give  me  taste  without  high 
tar.  And  that  was  quite  a  dilemma. 

"Which  is  why  I  appreciate 
Vantage  as  much  as  I  do.  It's  the 
only  low-tar  cigarette  I've  found 
land  I've  tried  several  other  brands 


that  really  gives 
me  cigarette  taste 
and  satisfaction. 
"And  the 
Vantage  filter  is 
especially  neat 
because  it's  firm 
yet  easy  drawing. 
"As  far  as 
Vantage  goes,  my 
mind  is  made  up. 
And  that's  just  the 
way  I  like  it." 


legular,  Menthol 
and  Vantage  100s 


Mintage.  A  lot  of  taste  without  a  lot  of  tar. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 

MENTHOL:  11  mg.  "tar",  0.8  mg.  nicotine,  av.per  cigarette,  FTC  Report  AUG.  77: 
FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.per  cigarette  by  FTC  method. 


New  York  and  London 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p.m. 
Arriving  Heathrow  9:00  p.m.  London  time  — 
half  the  time.  Leaving  London  at  11:15  a.m. 
Arriving  10:00  a.m.  New  York  time. 
An  hour  before  you  left.  Call  your 
Travel  Agent,  Transportation  Department 
or  British  Airways. 

SFwkys  doncorde 

We'll  take  good  care  of  you. 


If  you 
are 

seeking 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  93-94 
of  this  issue  for 

CLASSIFIED 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


.J 


Trends 


considered  likely),  the  U.S. S  R.  will  be 
the  only  one  building  this  particular 
American  cargo  jet. 

Wheels  From  The  West 

East  Germany  has  worked  out  a  barter 
deal  with  its  western  neighbor  lor  10, (XX) 
Volkswagen  "Golf"  automobiles  (sold  in 
the  U.S.  as  the  Rabbit).  Payment  will  be 
$38-million  worth  of  plastics,  electronic- 
gear  and  other  items,  making  each  car 
worth  about  .$3,800.  To  keep  lukewarm 
Reds  from  being  overly  impressed  with 
West  German  technology,  East  Berlin  s 
Communist  party  bosses  plan  to  sell  the 
VWs  only  as  rewards  to  the  most  fervent 
workers — at  about  $8,600  apiece,  a 
markup  as  capitalist  as  any  made  in  De- 
troit. On  the  other  side  of  the  Commu- 
nist world,  Peking  is  busy  negotiating 
with  both  East  and  West  for  automotive 
products.  Intelligence  reports  say  China 
wants  to  rev  up  its  truck  production  from 
60,000  to  as  much  as  200,000  vehicles 
annually.  Toyota  is  reported  dickering 
for  a  $300-million  deal;  Italy's  Fiat  wants 
to  sell  a  complete  new  plant  to  turn  out 
50,000  trucks  a  year.  (The  price  tag  on 
the  Italian  offer  is  not  known  for  certain.) 
General  Motors  is  also  involved  in  truck 
talks  with  China,  and  General  Tire  & 
Rubber  is  in  the  picture  for  a  big  new 
tire  plant.  U.S.  analysts  think  Toyota, 
Fiat  and  General  Tire  will  probably  win 
contracts,  but  GM's  chances,  they  say, 
are  far  slimmer. 

The  Clock-Watchers 

The  Soviet  Union's  energy  problems 
are  grist  for  CIA  computers  and  experts, 
but  Americans  in  the  U.S.  embassy  in 
Moscow  have  their  own  way  of  tracking 
Russia's  electric-power  performance. 
They  simply  watch  their  electric  clocks. 
A  year  or  so  ago,  the  embassy  clocks 
consistently  lost  two  minutes  a  day;  now 
the  loss  is  six  minutes  daily.  The  CIA's 
more  sophisticated  methods  spell  out  the 
reasons.  In  1977,  the  analysts  report,  the 
Soviet  L'nion  managed  to  get  only  30%  of 
its  planned  increase  in  electric  power 
actually  on  stream.  Nor  do  the  Kremlin's 
energy  problems  stop  with  power  plants. 
Allotments  of  fuel  oil  were  cut  sharply 
last  fall,  even  to  such  key  industries  as 
metals,  which  command  the  top  priority, 
in  Soviet  planning.  The  upshot,  the  CIA 
says,  is  that  Moscow  has  scrapped  its 
economic  goals  for  the  next  couple  of 
years.  Instead  of  shooting  for  a  5%  in- 
crease in  real  gross  national  product,  the 
Kremlin  is  settling  for  4%  (and  the  U.S. 
analysts  think  that  is  too  high).  In  the 
U.S.,  GNP  went  up  more  than  59c  in 
1977  and  is  expected  to  be  close  to  5% — 
in  real  terms — in  1978.  ■ 
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With  sales  costs  less  than  2%,  the  Sather 
bokie  Company  is  in  no  danger  of  crumbling. 


/ou  are  looking  at  a  very  successful  cookie, 
t  gets  eaten  in  48  states  and  keeps  25  sales  people  busy  on  the 
phone  all  the  time.  But  before  Ken  Sather,  President  of  the 
rier  Cookie  Company,  started  selling  all  his  products  by  phone, 
wasn't  doing  one-twentieth  as  well. 

Stack  then,  Sather  salesmen  called  on  every  account  in  person. 
!i  afterwards,  Sather  delivery  trucks  called  on  the  same  accounts 
11  the  baked  goods.  It  amounted  to  two  visits  per  sale,  grossing 
:  company  about  $2  million  a  year. 

>ut  now,  selling  by  Long  Distance,  the  company  has  expanded 
inendously  and  cut  sales  costs  at  the  same  time.  Five  hundred  and 
v  employees  keep  tons  of  cookies,  candy,  nuts  and  baking  sup- 
|s  continuously  on  the  move  to  large  national  accounts,  and 

ler  grosses  over  $44  million  a  year. 

lell  System  Account  Representative  Dick  McCallum  helped 
ug  about  the  change  when  he  sold  Ken 
ler  his  first  WATS  line  12  years  ago.  He  and 
it  Bell  Representatives  have  since  added 
er  and  larger  equipment  and  provided  tele- 
ne  sales  training  to  many  Sather  employees 


The  system 
is  the  solution. 


Bell  System 


You  can  get  the  same  kind  of  help  for  your  com- 
pany, too.  Maybe  you  need  a  telecommunications 
system  custom-designed  to  your  particular  business 
problems  or  to  your  specific  data  transmission  needs. 
Or  maybe  you'd  just  like  to  know  more  about  our 
effective  program  for  selling  existing  customers.  Just 
call  a  Bell  Account  Representative  at  the  toll-free 
number  below,  or  send  in  the  coupon. 

"lW0-82t2i2T 

Toll-free  except  in  Alaska  or  Hawaii.  (800-892-2121  in  Missouri.) 
Or  mail  this  coupon. 

Bell  System  Sales  Center  Yes.  I'm  interested  in  more 

811  Main  Street  information  about  St  \}u\i< 

Kansas  City,  Missouri  64141  Existing  Customers. 

Name  


Title  

Company. 

Street  

City  

State  


Area  Code. 


.Zip  Code. 


.  Business  Phone  N> 


Follow-through 


Federal's  Fred  Smith:  A  boon  from  Congress  is  giving  a  lift  to  the  balance  sheet. 


Flying  High  At  Federal 

When  Forbes  last  reported  on  Fed- 
eral Express  Corp.  (Mar.  1,  1977), 
Chairman  Frederick  W.  Smith — who  at 
32  had  survived  a  crippling  hone  dis- 
ease, one  Vietnam  tour  as  a  Marine 
infantry  commander  and  a  second  as  a 
200-mission  pilot — was  confident  about 
the  Memphis-based  air-freight  service 
he  had  founded  in  1972,  but  with  res- 
ervations. His  corporate  copilot,  Presi- 
dent Arthur  Bass,  put  it  this  way:  "The 
worst  that  can  happen  to  us  now  is  that 
we  will  be  a  limited  success.  It  is  no 
longer  possible  .  .  .  that  we'll  go  down 
the  tube. " 

True,  Federal  was  making  money  after 
horrendous  initial  losses — $29  million  in 
its  first  26  months.  The  fiscal  year  that 
ended  last  May  31  showed  revenues  of 
more  than  $109  million  and  operating 
net  of  $8.2  million.  But  the  company's 
balance  sheet  was  in  dreadful  shape, 
with  equity  capital  down  to  $7.8  million 
and  debt  of  $52.5  million.  The  investors 
who  had  helped  Smith  raise  $91  million 
to  start  his  all-freight  airline,  one  of  the 
biggest  venture-capital  projects  of  all 
time,  needed  as  much  nerve  as  he  had. 

The  biggest  hurdle,  however,  was  not 
in  the  countinghouse  but  in  Congress.  In 
1976  Smith  had  failed  to  get  a  bill  passed 
that  would  allow  him  to  fly  big  jets  on  his 
line  and  replace"  the  French-built  Fal- 
cons with  which  he  had  started.  With 
planes  like  Boeing  727s  carrying  Federal 
payloads  (one  727  equals  five  Falcons), 
Smith's  jittery  backers  were  ready  to 
help  him  recapitalize  and  restore  some 
order  to  Federal  s  balance  sheet. 

During  the  past  12  months,  Fred 
Smith's  unshakable  confidence  has  paid 
off.  In  November  President  Carter 
signed  a  bill  deregulating  domestic  air- 


freight lines,  clearing  the  runway  for 
Smith  to  buy  his  big  jets.  The  first  of  the 
seven  Boeing  727s  he  has  bought  from 
United  Air  Lines  for  $26  million  has  just 
been  delivered,  ready  to  start  flying  the 
Los  Angeles-Memphis  route.  The  other 
727s  are  due  in  the  next  several  weeks, 
and  Smith  has  an  option  for  six  more.  He 
is  now  in  a  position  to  expand  his  service 
from  the  present  75  airports  and  130 
cities  to  an  eventual  170  airports  and  300 
cities.  Market  strategy  will  set  that  time- 
table, but  the  basic  Federal  system — 
collecting  loads  of  high-priority  packages 
around  the  country,  flying  them  to  a  hub 
city  for  resorting  and  zooming  them  off 
to  their  destinations — will  stay  as  is. 

The  balance  sheet  is  also  getting  an 
overhaul,  but  the  capital  restructuring, 
Smith  says,  will  be  done  internally. 

As  for  going  public,  the  fervent  hope 
among  Smith's  patient  fellow  venture- 
capitalists,  the  Federal  chairman  will  say 
only  that  it  will  probably  be  in  the  "near 
future."  He  and  his  fellow  executives  are 
also  shy  about  forecasting  results  for  the 
fiscal  year  that  ends  this  coming  May, 
which  could  indicate  that  going  public  is 
indeed  imminent.  (The  year  started  with 
a  net  of  about  $2.7  million  on  revenues  of 
$32.3  million  in  its  first  quarter.)  Smith, 
however,  is  anything  but  reticent  about 
Federal's  future.  Will  it  be,  as  he  hoped, 
a  $l-billion  company?  "No  question 
about  it,"  he  says. 

The  $2  Window 

The  Feb.  1,  1977  Forbes  ventured 
into  the  investor's  no-man's-land  of  $2- 
and-under  stocks,  listing  116  of  them 
(culled  from  some  5,000)  and  cautiously 
noting  that  money  spread  evenly  over  a 
score  or  so  could  provide  "a  chance  of  a 
few  long  shots  paying  off." 


If  you  picked  the  correct  "score  or  so" 
of  the  shares  on  that  list,  you  could  have 
done  very  well  indeed.  The  odds,  how- 
ever, were  almost  4-to-l  against  making 
such  a  parlay.  A  few,  like  Eagle  Clothes 
and  Gruen  Industries,  have  filed  bank- 
ruptcy petitions.  Only  about  30  of  the 
116  stocks  Forbes  listed  graduated  out 
of  the  $2  wilderness. 

These  winners,  as  could  be  expected, 
made  statistically  spectacular  jumps.  The 
best  performer  was  Velo-Bind,  a  manu- 
facturer of  bookbinding  equipment, 
which  registered  a  283%  increase — from 
75  cents  to  almost  $3.  Second  and  third 
places  went  to  two  computer-oriented 
firms:  DCL  with  a  270%  climb,  moving 
past  the  $3  mark,  and  Cambridge 
Memories,  which  moved  up  222%  to 
3%.  Number  four  on  the  hit  parade  was 
Tucker  Drilling,  which  hit  $6,  a  220% 
improvement. 

Not  surprisingly,  some  climbers  at- 
tracted takeover  offers.  Berkeley  Bio- 
Medical,  for  example,  which  manufac- 
tures medical  equipment  and  operates 
hospitals  and  nursing  homes,  moved  up 
164%  to  4%  and  was  wooed  with  a  $4 
share-exchange  offer  from  Cooper  Labo- 
ratories. Berkeley  s  board  rejected  the 
bid  as  "wholly  inadequate.'  A  move  that 
may  have  prompted  Cooper's  later  deci- 
sion to  abandon  its  attempt  was  Berke- 
ley's indication  that  it  planned  to  spin  off 
its  medical  products  subsidiary,  presum- 
ably what  Cooper  really  wanted. 

Of  course,  the  market  as  a  whole  is 
down  close  to  200  points  since  February 
of  1977;  in  a  better  market  the  $2-and- 
unders  as  a  group  might  have  fared  much 
better.  At  any  rate,  they  are  strictly  for 
crapshooters. 

Postelection  Blues 

"If  Jimmy  Carter's  elected  and  if  we 
can  depend  upon  his  doing  many  of  the 
things  he  says  *y°u  can  depend  on  [it],' 
before  long  the  Dow  Jones  could  be 
down  as  much  as  150  points  .  .  . 

"President  Ford's  election,  on  the  oth- 
er hand,  will  mean  a  continuation  of 
capita]  spending,  since  corporations  will 
not  have  to  hold  up  and  see  what  hap- 
pens to  consumer  confidence  and  con- 
sumer spending.  The  Dow  Jones,  in  that 
event,  is  likely  to  be  150  points  higher." 

— Malcolm  S.  Forbes,  Fact  and  Com- 
ment, Forbes,  Oct.  1,  1976 

When  that  preelection  forecast  was 
written,  the  Dow  Jones  industrials  had 
just  surged  past  die  1,000  mark  and  was 
close  to  its  alltime  high. 

In  mid-January  1978,  14  months  after 
Jimmy  Carter's  victory,  the  Dow  Jones 
had  sunk  below  the  800  mark.  ■ 
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Avis  doesn't  think  your 
employees  should  be  doing 
our  employees' work. 

Avis  doesn't  believe  your  company 
should  be  inundated  with  hundreds  of 
separate  car  rental  bills  every  month. 

Your  employees  have  to  take  time 
away  from  their  normal  jobs  to  do  this 
extra  bookkeeping. 

Clerical  costs  go  up.  Your  company 
winds  up  paying  the  bill  for  extra  bills. 

That's  why  Avis  has  Central  Billing. 
This  plan  consolidates  billing  on  a 
worldwide  basis.  It  identifies,  summa- 
rizes and  bills  all  individual  charges  on 
one  monthly  statement  direct  to  your 
:ompany.  Attached  to  each  summary  statement  are  copies  of  all 
ndividual  rental  agreements  so  you  can  verify  each  transaction. 

Since  all  information  is  prepared  by  computer,  you  are 
issured  of  legibility  as  well  as  accuracy.  Result:  lowered  clerical 
osts  and  greater  control  over  travel  expenses. 

The  same  concern  for  efficiency  that  drove  us  to  develop  our 
Central  Billing  plan  pushed  us  ahead  in  other  areas,  too. 

Extra-fast  service  for  business  travelers  with  Avis  Wizard 
lumbers,  customized  billing  and  computerized  travel  analysis 
or  high  volume  accounts  are  just  a  few  of  the  ways  in  which 
ivis  can  help  your  company  save  time  and  money. 

For  more  details  call  our  Director  of  Commercial  Sales  at 
00-645-6070  or  write  him  at  Avis  Rent  A  Car  System,** 
nc,  900  Old  Country  Road,  Garden  City,  N.Y.  11530. 1 

.vis  Rent  A  Car  System.  Inc.  mm  7  I  1 

We  try  harder. 

1  New  York  State,  call  516-222-3565.  Avis  rents  all  makes... features  cars  engineered  by  Chrysler. 


lowering, 

majestic, 

magnificent. 

And  rotten  to  the  core. 


Great  trees  can  be 
so  imposing  that  they 
inspire  awe.  Yet  inside 
they  can  be  rotten- 
victims  of  insects,  dis- 
ease, or  both.  Such 
trees  discourage  life 
around  them.  And  little 
of  their  fiber  can  be 
salvaged. 

In  Georgia-Pacific's 
managed  forests,  we 
harvest  trees  at  their 
productive  peak,  like 
the  vital  crops  they  are. 


We  also  develop 
stronger  seedlings 
more  likely  to  survive, 
then  carefully  manage 
their  growth.  These 
become  "supertrees" 
that  grow  faster  and 
taller  than  trees  that 
nature  seeds,  doubl- 
ing or  tripling  nature's 
productivity. 


Trees  do  grow  back 
If  managed  and  har- 
vested wisely  they'll 
be  more  than  just 
towering,  majestic 
and  magnificent. 

They'll  be  equal  to 
all  our  needs. 


For  more  information 
on  the  managed  forest 
and  Georgia-Pacific's 
supertree  program — write 
"Managed  Forest," 
Dept.  F-1, 

Georgia-Pacific  Corp., 
900  S.W.  5th  Avenue, 
Portland,  Oregon  97204. 


Georgia-Ffecific  ^ 

The  Growth  Company 
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Why  is 
uesta-Rey 

95 
America's 
largest 
selling 

cigar? 

ANSWER: 

•  Made  of  all  Natural  Leaf 


Ac  tual  size 
6Va" 


tobacco 

•  Made  of  selected  imported 
long  leaf  filler. 

•  Rolled  with  aged  rare 
Cameroon  English  Market 
Selection  Wrapper  ( ACW 1  )* 

•  Skillfully  crafted  in  Tampa 
by  cigar  makers  in  the  same 
tradition  of  quality  since 
1884. 

•  Hand  packed  with  aged 
cedar  in  natural  wood 
cabinets. 

•  Also  hand  packed  in  gold 
and  black  packets  ot  3  cigars 
with  exclusive  polyethylene 
liners  to  assure  long  lasting 
factory  freshness. 

•Choice  of  smokers  w  ho  are 
accustomed  to  the  taste  and 
aroma  of  fine  imported  leaf. 
Send  for  the  special  offer 
today  so  you  too  can  soon 
enjoy  the  fine  quality 
CUESTA-REY  #95  cigar. 

* African  Cameroon  Wrappers 

50c  each.  Natural  wood 
cabinet  of  50  —  $22.50.t 
Cabinet  of  25  — $11.50. 

Offered  only  by 
selected  tobacconists 


SPECIAL  OFFER-  _ 

Traveling  Man  s 
HUMIDOR 

(Limit  -  one  to  a  Smoker) 

Holds  up  to  10  large  cigars  —  perfect  for 
traveling.  Order  now  and  we'll  pack  it  with 
three  50<  Cuesta-Rey  #95  English  Market 
Selection  all  natural  leaf  cigars  and  send 
it  to  you  for  less  than  the  price  of  the  cigars 
alone.  Send  coupon  and  SI. 00. 

CUESTA-REY 

ALL  NATURAL  LEAF  CIGARS 

Dept.  F-50.  Box  2030,  Tampa.  Florida  33601 
Enclosed  is  $1.00.  Please  send  my  Traveling 
Man  's  Humidor  packed  with  three  #9.5  English 
Market  Selection  all  natural  leaf  cigars. 

Name 

Address 

City 

State  Zip 

Please  print  legibly  —  Do  not  abbreviate 


Readers  Say 


A  Tool  To  Fight  Back 

SIR:  He  "The  Huge  Cost  Of  Meritless 
Lawsuits"  (Fact  and  Comment,  Jan.  9). 
We  have  made  a  little  hit  of  progress  in 
giving  business  and  private  citizens  a 
tool  with  which  to  light  hack,  at  least 
against  government  regulators  and  bu- 
reaucrats. I  introduced  legislation  [which 
would  grant  to  successful  litigants  in  civil 
cases  and  certain  agency  proceedings 
against  the  federal  government  the  right 
to  an  award  of  legal  fees  and  other  relat- 
ed expenses].  We  now  have  a  chance  to 
get  a  form  of  this  hill  out  of  Congress 
during  1978. 

I  know  that  many  businessmen  in  my 
state  [N.M.]  have  failed  to  fight  back 
against  capricious  regulatory-  decisions 
because  the  cost  of  defending  themselves 
in  court  exceeded  the  cost  of  the  fine 
imposed.  This  we  in  Congress  must  fight. 

— Pete  V.  Domenici 
U.S.  Senate 
Washington,  D.C. 

SlR:  Perhaps  it  is  due  to  my  law  back- 
ground, but  I  disagree  strongly  with 
your  item  "The  Huge  Cost  Of  Meritless 
Lawsuits."  Most  cases  have  some  legiti- 
mate point.  The  lawyer  should  not  also 
have  to  be  the  judge  of  whether  his 
client  will  prevail  in  the  courts. 

— Raphael  Yavneh 
New  York,  N.Y. 

Coatless  Onassis 

SlR:  The  late  Aristotle  Onassis  is 
quoted  in  Other  Comments  (Dec.  15)  as 
once  saying:  "Since  I  am  known  as  a 
rich  person,  I  feel  I  have  to  tip  at  least 
$5  each  time  I  cheek  my  coat.  On  top  ol 
that,  I  would  have  to  wear  a  very  expen- 
sive coat,  and  it  would  have  to  be  in- 
sured. Added  up,  without  a  topcoat  I 
save  over  $20,000  a  year."  If  he  paid 
$1,500  for  the  coat  and  $250  per  year  for 
the  insurance,  he  saved  all  the  time  it 
would  have  taken  to  cheek  his  coat  ten 
times  a  day  (summer  and  winter)  at  $5  a 
crack,  in  order  to  save  820,000  a  year. 
His  success  apparently  evolves  from  the 
fact  that  he  did  not  waste  his  entire  day 
checking  his  coat. 

— John  C.  Stewart 
Sonoma,  Calif. 

Organized  Crime  In  Control 

Sir:  "Cigarette  Bootlegging:  Who 
Says  Crime  Doesn't  Pay?"  (Dec.  15)  is  a 
well-researched  piece  focused  upon  an 
area  of  criminal  activity  which,  in  the 
past  decade,  has  grown  to  alarming  pro- 
portions. Organized  crime  now  controls 
a  lion's  share  of  this  illegal  activity. 

The  time  is  certainly  ripe,  if  not  long 


overdue,  for  Congress  to  take  a  fresh 
look  at  the  problem  of  cigarette  bootleg- 
ging and  determine  the  nature  and  ex- 
tent of  the  federal  response. 

— Edward  M.  Kennedy 
U.S.  Senate 
Washington,  D.C. 

Sir;  You  overlooked  a  $166-million 
"legalized  b<x>tlegging"  operation — the 
sale  of  tax-exempt  cigarettes  at  military 
installations.  Cigarettes  account  lor  7.4% 
of  military  food  sales,  but  only  3.6%  of 
civilian  store  sales,  prima  facie  evidence 
that  substantial  bootlegging,  even  if  for 
one  friend,  still  goes  on  in  military  instal- 
lations. And  does  it  upset  anyone  else 
that  the  Surgeon  General  spends  mil- 
lions to  convince  us  to  stop  smoking, 
while  the  military  puffs  away  at  28  cents 
a  pack? 

— James  C.  Buchanan  III 
Oklahoma  City,  Okla. 

A  Travesty 

SlR:  In  Fact  and  Comment  (Dec.  1), 
you  praised  the  inventor  of  the  term 
"family  formation"  to  describe  the  case  ot 
a  man  and  woman  living  together  with- 
out being  married.  Let  s  not  dignify  im- 
morality by  applying  a  euphemism. 

— J.R.  Coates 
Waukegan;  111. 

Prohibitionists  Respond 

SlR:  Re  your  praise  for  that  Kellogg  ad 
which  defends  ready-sweetened  cereals 
(Fact  and  Comment,  Jan.  9).  You  put 
your  foot  in  y  our  mouth. 

Kellogg  says,  "There  is  no  more  sugar  | 
in  a  one-ounce  serving  .  .  .  than  in  an 
apple  or  a  banana.  ..."  The  sugar  used 
on  presweetened  cereals  is  sucrose,  one 
of  the  most  highly  refined  and  nutrition- 
depleted  substances  we  consume.  The 
sugar  found  in  fruits  is  fructose,  which  is 
much  less  devastating  to  children's  teeth 
and  does  have  some  nutritional  value. 

Kellogg  states,  "On  the  average  when 
children  eat  ready -sweetened  cereals 
.  .  .  consumption  of  fats  and  cholesterol 
is  less.  ..."  Are  we  to  believe  that  Kel- 
logg is  putting  sugar  on  its  cereals  to 
prevent  heart  attacks  40  years  later?  If 
they  are  that  altruistic,  then  please  ask 
them  to  help  prevent  (or  at  least  reduce) 
the  incidence  of  tooth  decay. 

—Brodie  G.  Secrest  Jr.,  D.D.S. 

Cambridge,  Ohio 

Have  you  ever  heard  of  brushing  your 
teeth? — MSF. 

Sir:  These  "junk"  cereals  help  cause! 
hyperactivity    in    children    and  other 
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An  electrifying  innovator- 
JCPenney-got  a  profitable  charge 
from  our  innovation: 


Corporate  Bancardcheks! 


The  people  who  first  merchandized 
the  automobile  battery  requiring 
no  service  or  additional  water 
(thus,  no  filler  caps) 
appreciate  trouble- 
saving,  cost- 
cutting  ideas.  So 
it's  not  surprising 
that  the  J  C  Penney 
Company  is  an  enthu 
siastic  user  of  our 
Corporate  Bancardchek 
Service.  And  they're  onl 
one  of  the  corporate 
now  relying  on  this  superior 
way  of  handling  employees'  trave 
expenses.  Others  include  GAF  Corpo 
ration,  Raytheon  Company,  Combustion 


Engineering  Inc.,  Anaconda 
Company,  The  Foxboro  Company. 
Why  this  ever-growing  popu- 
larity? Because  Bancardcheks 
can  save  a  company— 
including  yours— up  to 
30%  a  year  over 
any  other  expense- 
account  system. 
The  Corporate 
Bancardchek  Service 
making  other  travel- 
expense  systems  obsolete. 
Like  to  know  more?  Give 
Phil  Manning  a  call.  You  can 
reach  him  in  Boston  at  (617) 
434-6463  or  write  him  at 
Box  1974,  Boston,  MA  02110. 


The  First  people  to  talk  to  ^flspThe  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p.m. 
Leaving  Washington's  Dulles  Airport  at  12:45  p.m. 
Leaving  London  for  Bahrain. 
Arriving  in  half  the  time. 
Daylight  connections  to  London,  via  New  York 
or  Washington,  from  over  80  cities. 
Call  your  Travel  Agent, 
Transportation  Department  or  British  Airways. 

ESs  Concorde 

We'll  take  good  care  of  you. 


RR 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


Readers  Say 


things.  I  don't  care  what  Kellogg  says, 
they  are  try  ing  to  protect  their  junk.  . 

— Curt  J.  DiCamillo 
Clermont,  Flu. 


Principles,  But  .  .  . 

SiR:  Your  Follow-through  article  "Un- 
cle Sam's  Balance  Sheet"  (Dec.  15) 
quoted  Treasury  Secretary  Blumenthal 
as  saying  that  there  are  no  generally 
accepted  accounting  principles  for  the 
U.S.  government.  Mr.  Blumenthal  s 
statement  wasn't  as  specific  as  it  should 
have  been.  There  are  accounting  princi- 
ples to  guide  federal  government  agen- 
cies in  their  accounting  work. 

There  is  considerable  doubt  that  these 
same  principles  are  suitable  lor  a  set  of 
consolidated  financial  statements  which 
bring  all  of  the  agencies'  data  together.  I 
feel  confident  that  the  lack  of  accounting 
principles  for  this  broader  purpose  is 
what  Secretary  Blumenthal  referred  to. 

— Elmer  B.  Staats 
Comptroller  General  of  the  U.S., 
Washington,  D  C. 


Panama  Canal  Auction 

SiR:  Re  your  support  of  the  Panama 
Canal  treaties.  Why  not  auction  it  off 
instead  of  paying  Panama  to  take  it  off  our 
hands?  Could  be  that  Cuba  and  Russia 
might  make  an  auction  really  competitive. 

— Malcolm  T.  Freeman 
Plandome,  Y.Y. 


Number  Of  Changeovers 

SiR:  In  your  article  on  Vendo  Co. 
(Dec.  1)  you  say  that  we  have  twelve 
times  the  models  as  in  1966.  In  1966  the 
company  produced  on  an  average  about 
107  units  per  model,  and  in  1975  pro- 
duced on  an  average  about  eight  units 
per  model,  which  means  that  we  have  to 
"change  over"  on  the  average  twelve 
times  as  frequently  at  the  manufacturing 
level.  This  in  no  way  refers  to  the  num- 
ber of  models,  which  happens  to  be  ap- 
proximately three  rimes  the  very  sizable 
number  of  models  existing  in  1966. 

— Walter  C.  Gummere 
Chairman. 
The  Vendo  Co. 
Overland  Park,  Kan 


What  Would  He  Say? 

Sir:  I  was  struck  by  MSF's  predictions 
for  1978  (Fact  and  Comment,  Jan.  9)  andl 
how  well  he  expressed  himself.  But  I 
have  to  wonder  what  Edwin  Newman 
would  say  about  an  editor  who  uses  the 
word  "diseombobulating"  for  "upset." 

— Richard  K.  Thompson] 
Fail  field,  Iowal 

I  cun — almost — imagine — MSF. 


18 


FORBES,  FEBRUARY  6,  1978 


Chevrolet 


Why  do  you  suppose  so  many  people  have  been  buying  it? 


Couid  it  be  they  share  our  humble 
belief  that  The  New  Chevrolet  is  one 
of  the  most  beautiful  cars  on  the 
road  loday? 

Maybe  if  s  the  newness  of  this  car 
that  attracts  them.  The  innovative 
thinking.  The  technology  behind  it, 
the  bright  future  ahead  of  it. 

Maybe  it's  because  they  prefer 
or  reauire  a  comfortable  6-passen- 
ger  interior  and  a  huge  20-cubic- 
foot  trunk?  (There's  more  trunk  room, 
more  head  room  and  more  rear- 
seat  leg  room  in  The  New  Chevrolet 


than  in  the  76  full-size  Chevrolet  it 
replaced.) 

Maybe  they  took  one  for  a  test 
drive  and  found  it  to  be  a  great 
driving  experience? 

Perhaps  they're  seekers  of  value 
and  like  the  fact  that  every  new 
Caprice  and  impala  comes  com- 
plete with  power  steering,  power 
front  disc  brakes,  automatic  trans- 
mission and  radial-ply  tires? 

Maybe  they  like  the  idea  of  a  car 
this  roomy  offering  such  highly  re- 
spectable mileage?  EPA  estimates 


are  24  mpg  highway,  17  city  with  the 
standard  250  Cu.  In.  L6  engine  and 
automatic  transmission.  Estimates 
lower  in  California.  Actual  mileage 
may  vary  depending  on  how  and 
where  you  drive,  your  car's  condition 
and  available  equipment.  (The  New 
Chevrolet  is  equipped  with  GM-built 
engines  produced  by  various  divi- 
sions. See  your  dealer  for  details.) 

Maybe  they  all  have  an  uncle  in 
the  Chevrolet  business? 

SEE  WHAT'S  NEW  TODAY  IN  A  CHEVROLET. 


I 

I 


Employee 


Case  believes  ours  is  still  a  ! 
opportunity.  We  have  put  that  t 
work  with  the  establishment  of  a 
of  courses,  seminars  and  tuitio 
bursement  programs.  Case  emp 
at  all  levels  are  encouraged  to  gr 
sonally  as  well  as  professionally 

Ron  started  with  Case  5  years  a 
took  courses  in  Economics,  G 
ment  and  Management  and  is 
Regional  Manager  for  the  Const 
Equipment  Division. 


one  their  skills  at  Case, 


lined  Case  as  a  junior  chemist, 
jars  later  she  received  a  doc- 
and  was  promoted  to  senior 
t,  and  now  heads  a  key  labora- 
'ork. 

tarted  as  a  clerk  in  1966.  After 
ig  Case  seminars  and  evening 

courses,  she  received  several 
ions,  becoming  administrator  of 

recruiting.  She  now  manages 
aduate  Development  Program 
ches  a  financial  course  for  non- 
il  Case  employees. 


Employees*  benefit  by  having  the  op- 
portunity to  prepare  themselves  for  ad- 
vancement. The  Company  benefits  by 
being  able  to  draw  upon  its  own  pool  of 
talent  for  promotion.  We  feel  that  the 
knowledge  explosion  and  technologi- 
cal change  make  a  "company  univer- 
sity" a  corporate  necessity. 

Doing  something  about  helping  employ- 
ees reach  their  greatest  potential  is 
one  reason  why  Case  is  one  of  the  world 
leaders  in  machinery  for  construction 
and  farming. 


For  a  comprehensive  new  brochure 
about  J I  Case,  its  total  operations  and 
product  lines,  write:  Communications 
and  Public  Affairs,  J I  Case  Co.,  Dept. 
OFS2,  700  State  Street,  Racine,  Wis- 
consin 53404. 

'JlCase  is,  ol  course,  an  equal  opportunity  employer 


J  I  Case 

A  Tenneco  Company 


doing  something  about  it. 


It's  understanding  how 
passengers  think  that's  helping  us 
get  more  of  them. 

When  you  call  Eastern  Airlines 
Reservations,  we  know  you  want 
pleasant  helpful  service,  and  we 
know  you're  in  a  hurry. 

So  our  goal  is  to  answer  your 
call  quickly— and  in  most  cases  by  a 
real  person,  not  a  recording. 

Your  call  to  Eastern  Reserva- 
tions is  our  first  chance  to  take  care 


of  you,  and  that's  exactly  what 
we're  going  to  do. 

There  are  over  3,000  special- 
ists in  12  Eastern  Reservations 
Centers,  handling  more  than 
150,000  calls  a  day,  one  at  a  time. 

Reservations  is  a  big  job.  It's 
not  just  to  sell  seats.  It's  to  answer 
questions  about  airfares,  hotels,  car 
rentals.  It's  to  get  you  on  the  right 
flight  even  if  we  have  to  put  you  on 
another  airline. 

©  EASTERN 

THE  WINGS  OF  MAN 


Simply  said,  Eastern  Rese 
tions  people  are  there  to  help  y 
It's  this  kind  of  attitude  ths 
helped  win  us  2  million  more  pa 
gers  last  year  than  the  year  bef 
Look,  there  are  a  lot  of  air! 
out  there  you  could  fly  besides 
Eastern.  So  if  we  want  you  to  fl 
Eastern  all  the  time,  and  we  do 
have  to  earn  our  wings  every  d« 
Every  day.  On  the  phone, 
the  airport.  On  the  plane. 

"The  Wings  of  Man"  is  a  registered  service  mark  of  Eastern  Air 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


OVERNIGHT  CARTER  COULD  CURE  THE  DOLLAR'S  SICKNESS 


The  sharp  rate  of  the  dollar's  decline  won't  be  cured  but  only 
slowed  by  the  Administration's  new,  now-sincere  effort  to  firm 
up  the  buck.  Federal  Reserve  fiddling  with  interest  rates  is  not 
unlike  giving  painkillers  to  cancer  patients. 

It's  not  a  cure  and  soon  has  most  disastrous  side  effects.  The 
cost  for  the  Treasury's  ongoing  multibillion  borrowings  at  the 
higher  interest  will  shove  the  federal  deficit  deeply  deeper. 
The  government  itself  will  thus  fire  inflation  flames. 

Everyone  agrees  that  the  problem  is  the  incredible  and 
ceaselessly  climbing  Sbillions  we  spend  to  import  oil. 

The  day  President  Carter  has  the  sense  to  see  the  need  for — 
and  the  guts  to  ask  for — the  freeing  of  price  ceilings  on  fuel,  on 
gas  (natural  and  liquid),  virtually  every  objective  he  seeks 
becomes  achievable. 

Overnight. 

The  dollar  will  rebound  because  we  know  that,  before  12 
months  have  passed  after  such  a  presidential  move,  additional 
internal  energy  sources  will  be  coming  on  stream.  The  initial 
added  energy  trickle  will  swiftly  be  a  stream.  Under  present 
and  proposed  restrictions,  energy  companies  that  face  a  loss 
bringing  in  new  supplies  can  be  sued  for  irresponsible  use  of 
stockholder  assets. 

Profiteering? 

What  isn't  spent  developing  new  and  additional  sources  can 


be  largely  taxed  away  by  Washington — where  I  little  doubt 
they  will  find  the  means  of  disposing  of  these  princely  sums. 
The  stock  market  will  climb  and  climb. 

Confidence  indices  of  both  consumers  and  companies  will 
climb  and  climb. 

So  will  business  expansion,  meaning  more  jobs — real  jobs. 
Not  federal  make-work. 

Instead  of  Carter  being  a  villain  for  the  increased  fuel  costs 
that  he  seeks,  people  can  go  right  on  blaming  the  oil  compa- 
nies, and  they  in  turn  can  go  right  on  trying  to  enlighten  the 
public. 

Everywhere  else  in  the  Free  World  motorists  pay  from  a 
buck  and  a  half  to  over  $2  a  gallon  for  fuel.  As  the  Times  of 
London  commented  in  an  editorial  (reprinted  in  the  Wall 
Street  Journal):  "A  nation  running  an  enormous  deficit  in  order 
to  avoid  proper  energy  prices,  and  in  order  to  keep  the 
temperature  of  its  homes  and  offices  cooler  in  summer  than  in 
winter,  does  not  make  economic  sense  to  the  rest  of  the 
world.  "  By  making  the  cost  of  developing  additional  in-house 
energy  profitless,  our  government  is  subsidizing,  through  the 
exports  of  $billions  for  imported  oil,  cheap  fuel  for  the  consum- 
er and  is  endangering — everyday,  more  so — the  dollar,  Free 
World  trade,  U.S.  credit  and  credibility. 

"Oh,  say,  can  you  see,"  Mr.  President? 


INFLATION'S  NO  MORE  BEATABLE  THAN  ANY  OTHER  TAX 


Just  as  there  are  blamed  few  ways  to  avoid — legally — any 
other  tax,  so  too  it's  almost  impossible  to  beat  inflation's  "take" 
from  your  take-home  pay. 

ON  THE  FACE  OF  IT, 

to  pass,  as  Congress  has  done,  a  law  that  provides  extreme 
penalties  for  any  "bribing"  of  foreign  officials  by  American 
corporations.  The  new  law  provides  for  a  $l-million  fine  for  a 
guilty  company,  with  up  to  five  years  imprisonment  and/or 
fines  of  up  to  $10,000  for  the  corporate  officials  involved — 
double  the  fine  for  those  convicted  of  price-fixing. 

As  the  President  said  when  he  signed  the  bill,  "I  share 
Congress'  belief  that  bribery  is  ethically  repugnant  and  com- 
petitively unnecessary." 

No  doilbt  about  it — ethically  repugnant. 

Competitively  unnecessary?  Dream  on. 

In  probably  more  countries  than  any  reader  can  name 
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Inflation  is  not  a  mysterious  Something  Out  There. 
It's  a  wickedly  regressive,  painfully  unhidden  tax.  It's  only 
the  terminology  that  makes  it  seem  to  be  something  else. 

IT  SEEMS  SO  SIMPLE 

offhand — there  are  now.  you  know,  220  of  em — Who  Gets  the 
Order  is  determined  by  Who  Places  the  Order.  And  the  latter 
Whos,  by  long,  rarely  broken  tradition,  expect/demand  their 
cut  .  .  .  call  it  commission,  reimbursement  or  some  other 
euphemism.  Only  when  the  product  or  service  has  no  competi- 
tion or  when  essential  credit  is  supplied  does  the  seller  have 
clout  beyond  that  of  the  buyer. 

Regretting  this  is  so  doesn't  make  it  less  so.  The  new  law,  be 
it  ever  so  applaudable,  will  mean  less  exports  of  U.S.  goods  and 
services,  more  sales  for  our  foreign  competitors. 

Virtue  has  its  price. 

Isn't  it  wonderful  that  we  can  afford  to  pay  it. 
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I  CAN'T  RESIST  ONE  MORE  HAPPY  HUBERT  HUMPHREY  MEMORY 

A  little  more  than  a  decade  ago,  we  marked  Forbes'  50th 
Anniversary  with  a  tented  dinner  at  our  home  for  some  600 
corporate  presidents,  board  chairmen,  CEOs  and  their  wives. 

The  then  Vice  President  Humphrey  captivated  this  not-too- 
many-Democrats  gathering,  beginning  with  these  ehuekleful 
off-the-cuff  observations: 

".  .  .  After  standing  in  the  receiving  line  with  Malcolm  and 
Bertie  for  two  hours  and  50  minutes  here  this  evening,  I've 
come  to  the  conclusion  that  I  must  be  the  only  vice  president 
present  tonight.  ..." 

".  .  .  One  man  came  through  the  line  and  was  introduced  as 
the  head  of  Hertz.  A  little  later  came  a  gentleman  introduced 
as  the  head  of  Avis.  I  tell  you,  you'll  never  know  how  good  it  is 
to  meet  another  Number  Two.  ..." 

".  .  .  Somebody  asked  me  tonight,  and  this  is  a  true  state- 
ment, 'Mr.  Vice  President,  how  do  you  manage  this  job,  how  do 
you  get  along  with  President  Johnson?'  I  told  him  what  Disraeli 
had  replied  when  asked  how,  as  Prime  Minister  of  Britain,  he 
was  able  to  get  along  so  well  with  Queen  Victoria,  and  Disraeli 
replied,  I  never  refuse,  I  never  contradict  and  I  sometimes 
forget.  That's  the  secret  of  being  Vice  President.  ..." 

"...  Among  other  things  tonight,  our  host  has  taken  a 
strong  stand  in  favor  of  inheritance.  I  do,  too.  Vice  President, 
and  then  you-know-what.  ..." 

In  a  now-poignant  reflection  of  his  boundless  optimism, 
Hubert  Humphrey  commented: 

".  .  .  There's  just  one  point  that  I  d  like  to  take  exception  to. 
Malcolm  said  that  this  is  the  50th  Anniverary  of  Forbes 


The  Ever-Thoughtful  Hubert  Humphrey: 

"September,  1967 — .  .  .  I  promised  to 
send  the  [Forbes]  boys  and  Moira 
[Forbes,  above!  a  little  momento,  so 
will  you  please  see  that  Steve,  Bob  and 
Kip  get  the  tie  clips  I  am  enclosing  and 
Moira  the  charm  bracelet.  I  also  re- 
membered that  Bob  wanted  a  bracelet 
for  his  girlfriend,  and  it  will  be  sent 
along  as  well.  .  .  ." 

Magazine  and  that  he  doubted  we'd  be  here  for  the  100th.  I 
wish  Malcolm  would  speak  for  himself.  I've  never  felt  better  in 
my  life.  ..." 


"FREEDOM  OF  INFORMATION" 

"Dear  Malcolm, 

"Re  your  editorial  comment  [on  President  Carter  overturning 
the  CAB's  Pan  Am  route  award,  Forbes,  Jan.  23,  p.  22]  regard- 
ing our  most  recent  clobbering  by  the 
President,  your  illustration  understated 
my  own  reaction. 

"We  immediately  petitioned  the  Office 
of  Management  &  Budget  under  the  Free- 
dom of  Information  Act  for  the  depart- 
mental positions — which  we  are  confident 
raised  no  real  foreign  policy  implications. 
Enclosed  is  the  response.  How  do  you  like 
the  disclosure  of  blank  sheets  of  paper, 
with  salutation  and  signature  only,  as  open 
government  at  work? 
Sincerely, 

Bill  Seawell"  [CEO,  Pan  Am] 
It's  easy  enough  to  understand  why  the  OMB  refused  re- 
lease of  the  interagency  memoranda  on  the  grounds  it  "would 
frustrate  the  frank  discussion  of  policy  within  the  Executive 
Branch.  The  Civil  Aeronautics  Board  recommendation  favor- 
ing Pan  Am  was  overruled.  The  State  Department  comments 
provided  no  backup  for  the  President  to  reverse  the  Civil 
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AS  APPLIED  TO  PAN  AM 


BBSs 

W  3 
Understated  lllus 
tration:  Seawell 


Ditto  From  The  Dept.  of  State 


Aeronautics  Board  decisions  for  "reasons  of  state.  " 

Pure  politics,  of  course,  accounts  for  it.  Pan  Am  lacked 
southern-accented  political  clout.  But  wasn't  that  supposed  to 
be  the  kind  of  thing  that  happened  only  under  a  Nixon?  Didn't 
President  Carter  ride  to  office  on  the  backlash  against  this  sort 
of  raw  stuff,  if  I  recollect  rightly? 

FORBES,  FEBRUARY  6,  1978 


A  FAMILY  IS  A  WONDROUS  THING 


Our  clan  loves  looking  at  Christmas  cards  that  contain 
family  pictures,  and  we're  only  too  aware  how  hard  it  is 
by  the  time  grandchildren  enter  the  scene  in  increasing 
numbers  to  corral  All  Hands  for  the  Take.  Last  Decem- 
ber, there  were  two  toppers  in  this  genre. 

On  the  left,  the  doughty  Pillsburys  gathered  to  cele- 
brate Mrs.  John  Pillsbury  s  90th  birthday.  As  one  of  our 
sons  punned,  "What  a  wonderful  mix."  To  which  an- 
other added,  "It's  nice  that  they  re  all  still  in  the  dough.' 


And  on  the  right,  a  Watson  family  reunion  at  North 
Haven,  Me.  where,  under  Tom  Jr.  s  auspices,  the  off- 
spring of  IBM's  founder  gathered  for  a  ceremonial  rais- 
ing of  a  totem  pole  carved  from  a  giant  tree  harvested 
locally.  We  had  dropped  anchor  the  day  before,  and  it 
was  absorbing  to  hear  an  Indian  chief  describe  the 
meaning  of  each  symbol  as  he  put  on  the  finishing 
touches.  What  a  combine  of  traditions — family,  Indian, 
computer! 


THOSE  WHO  WANT  TO  HAVE  SOME  FUN 

out  of  life,  do. 


YOU  HAVE  TO  BE  OLD 

before  you  can  enjoy  being  young  in  spirit. 


NEW  YORK  CITY,  HELP  YOURSELF! 

By  M.S.  FORBES  Jr. 


Once  more  New  York  City  is  head- 
ing for  the  financial  brink.  The  federal 
government's  $2.3-billion  seasonal 
loan  program  ends  next  June,  and 
Congress  is  reluctant  to  do  anything 
more  for  the  Big  Apple.  Senator  Wil- 
liam Proxmire  (D— Wis.),  who  chairs 
the  Senate  Banking  Committee  that 
must  approve  any  new  rescue  pack- 
age, and  Senator  Edward  Brooke 
(R-Mass.),  the  committee  s  ranking 
minority  member,  have  advised 
President  Carter  that  New  York  will 
no  longer  need  such  federal  aid. 

The  senators  are  not  far  off  the  mark. 
There  are  two  at-home  sources  to  pro- 
vide the  bulk  of  the  help  the  city  needs 
to  rebuild  its  economic  house. 

The  first  is  the  city's  own  employee 
pension  funds,  which  have  $9.5  bil- 
lion in  assets.  Of  that  wad,  only  $3.5 
billion  is  invested  in  city  and  city- 
related  securities.  The  pension  funds 
can,  and  should,  do  significantly  more 
than  that.  Reason:  Contrary  to  popu- 
lar myth,  it  was  former  Mayor  John 
Lindsay's  absurd  pension  promises, 
not  welfare,  that  brought  fiscal  ruin  to 
the  Big  Apple. 

This  year  welfare  will  cost  the  city  a 
net  of  $410  million.  And  pensions? 
Over  $1.2  billion.  Tack  on  Social  Se- 
curity and  the  amount  is  over  $1.5 
billion.  Even  if  one  adds  in  $540  mil- 


lion in  Medicare  costs  to  the  welfare 
outlays,  the  resulting  total  of  $950 
million  is  still  far  short  of  what  retire- 
ment expenses  are  costing  New  York. 

City  officials  cite  the  reluctance  of 
union  leaders  to  have  more  pension 
money  invested  in  city  bonds  and 
notes.  Of  course  these  men  do  not 
wish  to  suffer  the  consequences  of 
their  past  extortions,  but  that  does 
not  mean  the  city  and  others  cannot 
pressure  em  to  do  so.  New  York  offi- 
cials, moreover,  can  invest  the  mon- 
ies from  two  city  pension  funds  (with 
assets  of  $5  billion)  without  the  ap- 
proval of  union  representatives. 

Years  ago  New  York  pension  funds 
were  invested  entirely  in  city  bonds. 
New  York  should  return  to  such  a 
policy  today.  Since  pensions  played 
the  most  prominent  part  in  the  Big 
Apple's  fall  from  fiscal  grace,  they 
should  play  a  proportionate  role  in 
the  city's  salvation. 

Help  From  The  State 

Another  source  of  funding  is  the 
New  York  State  employee  pension 
system,  which  also  totals  more  than 
$9  billion  in  assets  and  which  holds 
not  a  penny  of  city  paper 

New  York  City  is  a  creature  ol  New 
York  State.  Every  one  of  those  ludi- 
crous labor  agreements  of  the  Lind- 


say years  and  every  one  of  those  gim- 
mick-laden budgets  was  approved  by 
the  state  legislature  and  signed  by  the 
state  governor,  Nelson  Rockefeller 
(remember  him?). 

Nor  was  the  state's  role  always  a 
passive  one  in  the  city's  fiscal  deba- 
cle. In  1968,  for  instance.  Mayor  John 
Lindsay  faced  an  illegal  garbage 
strike,  and  he  asked  Rockefeller  to 
send  in  the  National  Guard.  Rockefel- 
ler refused  and,  instead,  took  the  ne- 
gotiations away  from  Lindsay  and 
gave  the  unions  pretty  much  what 
they  wanted. 

These  two  pension  systems  can 
provide  New  York  City  with  much  of 
the  "bridge"  financing  it  needs  to  get 
back  on  its  financial  feet. 

In  addition,  there  is  a  heck  of  a  lot 
the  city  must  still  do  itself.  There  are 
fewer  cops  pounding  the  beat  or  out 
in  patrol  cars  than  there  were  30 
years  ago,  even  though  the  city  has 
10,000  more  police  on  the  payroll. 
Collecting  a  ton  of  garbage  still  costs 
significantly  more  in  the  Big  Apple 
than  in  any  other  major  city.  The  city 
bureaucracy  remains  overstaffed. 

New  York  City  and  State  will  prob- 
ably need  some  degree  of  federal  as- 
sistance, but  they  have  the  means  to 
do  most  of  the  job  at  home.  Lacking 
the  will,  they  need  to  be  pushed. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


New  York  Cilj's 
Padded  Payroll 

Mr.  By  land  Chase,  who  heads  his  own 
firm,  does  not  consider  New  York  City's 
troubles,  which  triggered  the  drive  for 
fuller  disclosure  in  all  bond  sales,  to  be 
fully  resolved.  "Its  crisis  has  receded  for 
a  while,  but  one  can't  say  that  any  per- 
manent measures  have  been  installed,'' 
he  asserted. 

New  York  has  an  excessive  personnel 
cost  because  it  employs  4.39  persons  in 
government  for  every  1()0  citizens,  com- 
pared with  an  average  of  1.72  persons  for 
the  next  four  cities  in  size,  Mr.  Chase 
said.  "It  also  has  a  huge  debt  burden  of 
$13  billion,  costing  close  to  $1  billion  a 
year  in  interest  alone,   he  added. 

"Left  unchecked,  those  twin  costs  will 
either  cause  such  fiscal  drag  that  the 
productive  population  will  be  taxed  into 
leaving  or  else  heavy  amounts  of  new 
debt  will  have  to  be  incurred.' 

— Wall  Street  Journal 

The  Art  of  Life 

People  will  walk  by  an  old  man  sitting 
on  a  park  bench,  but  stare  intently  at  a 
painter's  portrait  of  an  old  man  sitting  on 
a  park  bench  because  it  has  the  visual 
authority  of  a  frame  around  it.  To  me, 
looking  at  people  can  be  as  fascinating  as 
looking  at  a  great  work  of  art. 

— Desmond  Morris,  British  zoologist. 
People  magazine 

Too  Easy  an  Answer? 

Congress  is  struggling  mightily  with 
the  problem  of  energy.  The  difficulty 
seems  to  be  that  those  making  the  big 
decisions  know  very  little  about  the 
problems  of  furnishing  energy  to  the 


public  and  they  are  not  talking  to  those 
who  do  know.  One  case  in  point  is  the 
exclusion  of  methane  (natural  gas  is 
mostly  methane)  from  future  planning. 
Nearly  every  energy  statement  says, 
"Natural  gas  is  running  out."  Natural  gas 
is  not  "running  out'  and  methane  need 
never  run  out.  Energy  taxes,  environ- 
mental concerns  for  coal  and  our  increas- 
ing dependency  on  foreign  oil  are  not 
necessary  if  we  seriously  consider 
methane. 

Much  natural  gas  is  yet  to  be  found  from 


sources  such  as  the  Atlantic  outer  conti- 
nental shelf  und  from  areas  which  were 
uneconomic  under  previous  regulation. 
Methane,  made  from  coal  by  gasification, 
burns  with  minimum  environmental  dam- 
age and  this  may  be  by  far  the  best  way  to 
deliver  coal.  Methane  is  a  renewable 
resource  which  can  be  made  from  manure, 
garbage,  sewage  and  vegetation.  Growing 
crops  to  produce  methane  is  probably  the 
best  way  to  use  solar  energy. 

Why  isn't  methane  considered  as  a 
major  future  energy  source?  Maybe  it 
just  seems  too  easy.  A  huge  regulatory 
system  would  not  be  necessary.  Large, 
costly  electric  expansion  could  be  slowed 
and  foreign  oil  increases  could  be 
stopped.  Methane  promises  clean,  reli- 
able, renewable  energy  easily  delivered 
at  a  realistic  cost. 

— Eugene  A.  Luntey, 
President,  Brooklyn  Union  Gas  Co. 

Carter"s  Due  Process 

There  have  been  three  major  interna- 
tional decisions,  and  President  Carter 
has  overturned  me  on  all  three.  The 
most  blatant,  it  seems  to  me,  is  this 
Dallas-London  route  [the  award  of  the 
route  to  Braniff  Airways  Inc.,  rejecting 
the  CAB  s  recommendation  that  the 
route  go  to  Pan  Am].  ...  It  to  some 
extent  makes  a  mockery  of  the  whole 
incredibly  tortured  adjudicatory  process 
that  we  went  through.  Where  is  the  due 
process?.  .  .  .  What  Carter  really  is  say- 
ing is  that  he  has  reached  a  different 
conclusion  about  which  choice  will  best 
serve  that  end.  In  that  case,  I  sure  as  hell 
would  like  to  know  what  is  in  his  mind 
since  we  wrote  38  pages  pointing  out 
why  we  came  to  this  conclusion.  I  would 
sort  of  like  to  know  if  somebody  over 
there  went  through  that  same  process  as 


thoughtfully  and  thoroughly  as  we  did.  I 
have  my  private  thoughts. 

—Alfred  E.  Kauri, 
Chairman,  Civil  Aeronautics  Board 
in  the  National  Journal 

Jackie  O's  Reclusive 
Cousin,  Edie 

.  .  .  Despite  the  constant  bickering 
between  the  two  women  in  the  film. 
Grey  Gardens,  Miss  Beale  said  she  and 
her  mother  actually  got  along  rather 


well,  except  when  it  came  to  the  subject 
of  suitable  suitors. 

"That's  the  only  thing  we  didn't  agree 
on — the  opposite  sex,"  she  said  with  a 
smile.  "I  liked  very  solid,  older  business- 
men, and  she  liked  young  artists,  musi- 
cians and  painters.  She  would  pick  some- 
one out  and  say  I  should  marry  this  boy, 
and  I  thought  she  was  crazy.  I  think  1  11 
be  an  old  maid  until  I  die.  .  .  . 

"I  think  I've  had  too  much  of  Long 
Island.  I  don't  want  to  go  around  in  a  car 


Sign:  "Contains  glucose,  dry 
skimmed  milk,  oil  of  peppermint, 
dextrose  and  artificial  coloring" 

Drawing  by  Cnas.  Addams;  S  1943.  1971  The  New  Yorker 

all  the  time.  I  don't  think  it's  healthy. 
But  if  they  see  you  walking  on  a  road  out 
there,  they  think  you  re  eccentric. 

"I  went  to  two  cocktail  parties  last 
summer  to  stop  the  gossip  about  my 
being  a  recluse,  she  said  evenly.  "Most 
of  them  looked  at  me  like  I  was  from 
Mars.  I  shouldn't  have  gone;  I  don't 
drink.  If  you  don't  do  exactly  what  even  - 
body  else  does  out  there  [East  Hamp- 
ton], if  you  don't  go  to  the  Maidstone 
Club  or  join  the  Garden  Club,  you're 
written  off  as  crazy . 

Asked  what  she  thought  of  television, 
Miss  Beale  replied:  "It  s  great  for  nation- 
al emergencies. 

— Judy  Klemesrud,  New  York  Times 

Inarticulate  Mailer 

"It's  not  easy  being  a  failure  like  Nor- 
man [Mailer].  .  .  .  He  sneaked  up  and 
threw  a  drink  in  my  face,  and  then  when 
I  was  blinded,  he  threw  his  tiny  fist  at 
my  face.  Once  again  words  failed  him.  ' 

— Gore  Yidal 


My  father  doesn't  mind  having  money  ...  he  just  thinks  it's 

vulgar  to  earn  it.  —From  TV's  "Best  of  Families" 
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Only  8  NYSE 


ears  w  more. 


'New  York  Stock  Exchange 


- 


Were  one  of  them. 


Diamond  International  belongs  to  the  world's  most  exclusive 
business  club.  There  are  only  seven  other  members. 

We  started  paying  dividends,  as  Diamond  Match,  in  1882.  (Mak- 
ing us  8th  in  longevity.)  And  we  haven't  missed  a  year  since. 

Last  year  for  example,  we  paid  out  nearly  $24  million  to  our  share- 
holders. Currently,  we're  paying  at  the  rate  of  $2.20  per  share. 

How  long  can  we  keep  this  up?  We've  been  saying  that  for 


97  years. 

DIAMO IMO  I  IMTpERIM  AT  I  ON  A I 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.  Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  -  Building  Materials  &  Hom£  Supplies  •  Machinery  Systems 


■ 


DEMAND. 


Why  we've  never  advertised  our  franchises  before. 


In  the  25-year  existence  of  Holiday  Inns,  Inc., 
we've  never  had  a  national  advertising  campaign  to 
solicit  franchisees.  The  reason  is  simple:  Up  to  now, 
expansion  has  been  pretty  much  within  the  System, 
with  fully  68  percent  of  all  new  inns  added  in  the  past 
three  years  being  built  by  present  franchisees,  or  by 
Holiday  Inns,  Inc. 

We  believe  this  history  is  not  the  usual 
circumstance  enjoyed  by  other  hotel  companies.  And 
for  reasons  that  will  become  obvious,  other  hotel 
franchises  simply  don't  offer  the  same  opportunity  as 
does  owning  a  Holiday  Inn®  hotel. 

The  number  one 

hotel  franchise  in  the  world. 

The  Holiday  Inn  System  is  by  far  the  strongest 
factor  in  the  hotel  industry.  By  this  overall  combined 
standard  of  performance — rooms,  locations, 
occupancy,  consumer  preference,  revenues — our 
System  is  clearly  the  leader. 

The  Holiday  Inn  System  is  the  largest  on  earth,  with 
over  275,000  rooms  in  over  1700  hotels  in  more  than 
50  countries  around  the  world 


THE  WORLD'S  LARGEST  LODGING  ESTABLISHMENTS 


Source  Service  World  International.  May  June.  1977,  and  Best  Western 

In  1976,  the  Holiday  Inn  System  rented  more  rooms 
to  more  people  than  Sheraton,  Ramada  and  Hilton 
combined.  Last  year  the  System's  U.S.  sales  totalled 
over  $2  3  billion  or  about  a  million-and-a-half  dollars 
for  an  average  inn. 

The  occupancy  rate  of  the  US  Holiday  Inn  System 
was  substantially  better  than  the  performance  of  the 
balance  of  the  total  lodging  industry  in  1976  as 
reported  by  the  American  Hotel  and  Motel 
Association  Last  year  alone,  on  an  average  night,  the 
System  rented  200,000  rooms  worldwide  and 
generated  a  rooms-only  revenue  of  almost  $5 
million  daily. 


Which  is  one  reason  why  a  Holiday  Inn  franchise 
has  traditionally  been  one  of  the  easiest  hotel 
franchises  for  the  applicant  to  finance. 

The  number  two 

food  business  in  the  world. 

Only  one  restaurant  chain  in  America  does  more 
business  than  does  the  Holiday  Inn  System — 
McDonald's.  And  no  doubt  you  know  the  value  of  a 
McDonald's  franchise. 

So,  one  of  the  potentially  best  features  of  a  Holiday 
Inn  franchise  is  the  fact  that  you  get  to  operate  a 
Holiday  Inn  restaurant  right  along  with  it 

The  important  'demand' 
is  consumer  demand. 

Since  the  Holiday  Inn  System  has  the  most  popular 
locations,  and  the  best-known  name  in  the  business, 
it  should  come  as  no  surprise  that  Holiday  Inn  hotels 
are  the  first  choice  of  more  U  S  travelers. 

In  fact,  nearly  half  of  all  adults  check  "Holiday 
Inn"  hotels  as  their  first  choice  of  a  place  to  check  in. 
This  overwhelming  preference  is  seven  times  that 
marked  for  their  second  choice  and  eleven  times  that 
for  their  third. 


CONSUMER  PREFERENCE  FOR  TOP  5  U  S.  LODGING  CHAINS 


HOLIDAY  INN 


3> 


HOWARD  JOHNSON'S 


BEST  WESTERN 


Source:  H  I  I  Research 

The  bottom  line  is  simple:  there's  a  far  greater 
consumer  demand  for  the  Holiday  Inn  name  and 

services. 

Every  inn  helps  every  other. 

Holiday  Inns,  Inc.  carefully  enforces  one  of  the 
most  demanding  sets  of  quality-control 
standards  in  the  entire  hotel  industry.  Because  a 
good  experience  at  one  Holiday  Inn  hotel 


encourages  a  guest 
to  stop  at  the  next 
Holiday  Inn  hotel. 
That's  why  it's 
no  wonder  that 
seven  times 
more  travelers 
researched  have 
stated  that  the 
Holiday  Inn  system 
of  standards  is  the 
best  in  the  industry. 

The  Holiday  Inn  guest  is 
also  encouraged  to  stop  again  by  the  most  e 
highest-volume  computer  reservation  systen 
by  any  hotel  company — the  Holidex®  Systei 

Over  70  percent  of  all  System  bookings  in 
were  through  advance  reservations,  with  alrr 
of  those  directly  through  the  Holidex  network 
about  21  million  roommghts,  and  this  numbe 
increasing  about  ten  percent  annually. 

Currently  Holidex  computers  not  only  link ; 
Holiday  Inn  locations,  but  each  inn  with  most 
airlines,  travel  agencies  and  many  huge  corp 
as  well. 

What  you  get  for  your  franchi: 

Obviously,  the  most  important  thing  you  gt 
franchise  fee  is  a  better  opportunity  to  attract 
But  you  get  a  lot  more  than  just  that.  In  additu 
marketing  and  sales  help  afforded  by  the  Cc 
headquarters  and  40  regional  offices,  you  gt 
best  professional  operation  aids  in  the  indusi 

Holiday  Inn  University  is  the  key  to  our  pec 
success — and  no  other  hotel  chain  has  any) 
it.  The  University  annually  trains  some  4,500 
and  is  available  to  aid  in  training  the  staff  of  e 
Holiday  Inn  hotel. 

In  addition,  Holiday  Inns,  Inc  provides  pe 
management  assistance  through  a  network 
20  highly  skilled  area  representatives  who  of 
franchisees  guidance  in  every  area  of  hotel 
management 

The  clincher. 

If  all  of  these  performance  and  preference 
aren't  enough  to  explain  why  a  Holiday  Inn  f 
has  always  been  something  "requested"  rati 
"advertised,"  perhaps  this  last  piece  of  infon 
clear  things  up  even  with  all  its  obvious  aflv 
a  Holiday  Inn  franchise  costs  less  than  some 
major  franchises. 


AND  SUPPLY 


And  why  we're  advertising  our  franchises  now. 


Having  just  read  the  opposite 
page,  no  doubt  you're  wondering 
wny 't IS  we're  running  this  ad  to 
^'u%^    sel'  sornetnin9 tnat  before  has 
I  SS*^     always  sold  itself. 

™      iial'      's  sometnin9 bad 

\J  happening  that  we  now  need 

I    iP^tfv-     new  mvestors  and  new 
*  franchisees? 

To  the  contrary;  something 
good  is  happening ...  the  impact  of  which 
even  most  investors  don't  yet  fully  realize. 

the  era  of  the  "Travel  Boom.' 

:hough  travel  is  already  the  third  largest 
in  the  entire  country,  experts  project  that  the 
i  travel  will  accelerate  even  more  rapidly  in  the 
Jbject  to  the  continued  availability  of  energy, 
rankly,  based  on  today's  strong  demand  for 
inn  rooms  and  services,  there  just  isn't  a 
xigh  current  supply  Just  this  past  year,  we 
rn  down  over  18  million  roomnights — 
)  we  were  full. 

est  forecasts  call  for  adding  up  to  an 
al  35,000  rooms  to  the  Holiday  Inn  System  in 
five  years,  representing  an  investment  of 
,00  million,  bringing  the  worldwide  total  to 
0,000  rooms. 

re  we  forecasting  this  "boom"?  A  variety  of 
lat  are  occurring  simultaneously  for  the  first 
story — factors  which  should  have  a 
I  and  positive  effect  on  the  hotel  industry  in 
and  the  Holiday  Inn  System  in  particular. 


JalEQtD 


[raQfflj  [2Q£J  [£Q2J  [2CE! 


Proportionate  to  Ootla 


Dept  ot  Commerce,  Persona)  Consumption  Expenditures 

rig  the  signposts. 

arket  for  lodging  in  the  U  S.  is  primarily  a 
to-high  income  market.  Persons  with  family 


income  over  $20,000  rent  many  times  the  number  of 
roomnights  as  those  with  income  under  $20,000. . . 
and  in  the  near  future,  the  number  of  families  earning 
over  $20,000  is  projected  to  increase  dramatically — 
even  inuninflated  1975  dollars. 

Just  as  income  is  a  factor  in  predicting  future 
lodging  needs,  so  is  age,  with  the  35-to-49  age  group 
being  the  most  important.  And  this  age  category  will 
become  the  largest  between  new  and  1990  as  the 
children  of  the  "Post  War  Baby  Boom"  enter  this 
period  of  life. 

However,  the  real  basis  for  lodging  sales  isn't  pure 
"population"  statistics,  rather  it's  "households,"  a 
statistic  predicted  to  swell  in  the  next  15  years.  This  is 
possible  because  the  "average"  future  household  is 
trending  to  fewer  children  than  today — therefore 
there'll  be  more  time  and  money  available  for  travel. 
At  the  same  time,  changing  values  are  contributing  to 
an  increasing  desire  to  do  so.  There  is  increased 
emphasis  today  on  accumulating  "experiences" 
rather  than  merely  "possessions,"  according  to  The 
Yankelovich  Monitor,  and  travel  is  becoming  a  most 
important  goal  in  people's  planning.  Plus,  more 
women  are  working  and  traveling  than  before,  a  trend 
that  will  continue  to  increase  in  the  future. 

Basically,  then,  what's  expected  in  the  next  5-to-15 
years  is  an  unprecedented  surge  in  the  number  of 
persons  in  the  basic  lodging  and  travel  market.  And 
this  larger  group  of  consumers  will  have  more 
discretionary  time  and  dollars  than  ever  before,  yet 
fewer  children  and  greater  desire  to  travel  than  at  any 
time  in  the  past. 

And  Holiday  Inn  intends  to  be  ready  to  welcome 
them. 


We're  just  getting  started. 

We're  totally  dedicated  to  building  for  the  future. 
We're  interested  in  converting  qualified  hotels  to 
Holiday  Inn  hotels  worldwide,  as  well  as  building  new 
inns  in  desirable  locations. 

We  intend  to  continue  our  aggressive  posture  as 
the  leading  marketer  in  the  hotel  industry,  with  about 
$100  million  spent  in  1977  alone,  both  by  and  for  our 
1 700  inns,  to  promote  food  and  lodging. 

We  are  interested  in  talking  with  highly  qualified 
business  persons  to  pin  us  in  this  major  effort.  People 
who  know  there  is  no  profit  guarantee  of  any  kind,  but 
who  can  assess  risk  and  plan  to  generate  their  own 
opportunities.  Past  hotel  operating  experience  is  a 
plus,  but  not  a  must,  since  Holiday  Inns,  Inc.  already 
happens  to  operate  more  hotels  than  any  other  hotel 
management  company  in  the  world,  and  would  be 
happy  to  discuss  managing  your  Holiday  Inn 
property. 

If  you'd  like  more  information  on  this  unique 
opportunity,  we  invite  you  to  send  for  the  Holiday  Inn 
Franchise  Planner.  This  is  a  hardbound,  62-page 
book  of  photography,  detailed  graphs  and  research 
data.  The  Planner  contains  an  in-depth  marketing 
study  of  the  hotel  industry  today  and  projected 
growth  for  the  future;  the  history  of  the  System;  its 
current  situation  in  the  marketplace  and  its  projected 
growth  for  the  future;  plus  concise,  detailed 
information  on  how  to  apply  for  a  Holiday  Inn 
franchise. 

The  Franchise  Planner  is  in  fact  a  comprehensive 
analysis  you  can  present  to  potential  investors,  your 
financial  counsel  and  your  lawyer.  The  charge  is 
$25.00*  per  copy. 


Hen iday  Inn  welcomes  you  to  the  best  hotel  opportunity  in  the  world. 

TO:  Franchise  Planner,  Holiday  Inns,  Inc. 


Mr  Norman  Blemaster,  Senior  Vice  President 
3796  Lamar  Avenue,  Memphis,  Tenn.  38118 

Please  send  me  my  copy  of  the  comprehensive 
Holiday  Inn  Franchise  Planner. 
Enclosed  please  find  my  check  for  $25.* 
Also,  please  specify  your  particular  area  of  interest: 
□  Converting  an  existing  property  to  a  Holiday  Inn  hotel 
□  Building  a  new  inn    □  Management  service  by  Holiday  Inns,  Inc. 

NAME   

BUSINESS   

ADDRESS   

CITY  


STATE 


ZIP 


Forbes  2-9-78 


Pursuant  to  state  franchise  investment  laws,  sales  may  not  be  made  unless  a  prospectus  has  been  delivered  one  week  prior  to  entering  into  a 
franchise  agreement  or  paying  consideration  Allow  6  weeks  tor  delivery  'Michigan  residents,  send  coupon  without  payment 


These  famous  symbols  all  have  something  in  common. 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as 
the  49th  largest  U.S.  industrial, 
with  1976  sales  of  over 
$3.7  billion. 

And  diversified. 
Greyhound's  activities  run  from 
transportation  to  food  to 
soap  to  computer  leasing 
to  restaurants  to 
display  contracting  to  jet  fueling 
systems  at  major  airports 
and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's 
the  front-runner  in  most  of  them. 

Greyhound  is  the 
number  one  transportation 
company  on  earth . . . 
or  in  the  sky.  In  1976,  we 
carried  25  million  more  people 
than  America's  number  two 
carrier,  United  Airlines. 

Greyhound's  Armour 
is  America's  leading 


producer  of  bacon  and 
the  second  leading  seller  of 
hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
country's  number  one  soap. 
And,  together  with 
our  Tone  brand,  our 
two  soaps  have  a  larger 
dollar  share  of  market  than 
any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Procter  and  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation 
equipment  in  the  U.S. — 
in  fact,  we  own  more  jets 
than  some  airlines.  And  we 
operate  the  premier  group 
of  display  companies 
in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't 
just  "the  bus  company" 
anymore,  it's  "the  omnibus 
company" — a  diversified 
corporation  that's  run  all 
the  way  up  to  Fortune's  top  50. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies 
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Revolution,  Sayeth  The  Churchman 
One  Soul  At  A  Time,  Says  A  Businessman 


"We  really  believe  we  are  a  force  for  good  in 
South  Africa. . . .  We  put  in  the  first  Black 
custom  computer  engineer  in  South  Africa — 
that  just  hadn't  been  done." 

— William  C.  Norris,  Control  Data  chairman. 
By  ROBERT  J.  FLAHERTY 


"I  don't  think  we're  being  realistic  to  talk 
about  computer  education  of  young  people 
who  are  giving  their  lives  in  the  interests  of 
freedom." 

— William  P.  Thompson,  United  Presbyterian  Church. 


tween  the  forces  of  God  and  forces  of 
Mammon.  Norris,  66,  a  computer  pio- 
neer, an  electrical  engineer  by  profes- 
sion, is  a  thoughtful  man  concerned  with 
the  moral  issues  of  the  day.  He  and  his 
company  have  been  active  in  finding  jobs 
for  unemployed  young  people,  especial- 
ly Blacks. 

But  in  the  two-hour  discussion  the  two 
sides  ended  up  farther  apart  than  they 
had  started.  The  whole  thing  was  a  fasci- 
nating demonstration  of  how  two  groups, 
each  equally  sincere,  can  look  at  the 
same  problem  and  come  up  with  totally 
opposed  courses  of  action.  The  church- 
men, surprisingly,  took  an  intellectual 
point  of  view — seemingly  more  interest- 
ed in  abstract  principles  of  justice  than  in 
the  fate  of  a  few  individuals.  For  his  part, 
Norris  did  not  fall  back  on  the  argument 
that  "business  is  business"  but  put  for- 
ward a  moral  argument  for  his  firm  stay- 
ing in  the  embattled  country. 

Participants  In  The  Discussion 
Control  Data 

William  C.  Norris,  chairman 

Norbert  R.  Berg,  sr.  v. p. -administration 

&  personnel 

Gary  H.  Lohn,  v.  p. -human  resource  de- 
velopment &  public  affairs 

The  Church 

William  P.  Thompson,  president,  Na- 
tional Council  of  Churches  of  Christ  in 
the  U.S.A.;  Stated  Clerk  of  the  General 
Assembly,  United  Presbyterian  Church 
Timothy  H.  Smith,  director,  Interfaith 
Center  on  Corporate  Responsibility 
Frank  P.  White,  a  founder  of  the  Inter- 
faith Center  on  Corporate  Responsibil- 


ity; staff  aide,  United  Presbyterian 
Church 

Excerpts  appear  below. 

Thompson:  The  United  Presbyterian 
Church  has  long  been  concerned  about 
the  developing  repression  in  South  Afri- 
ca. The  National  Council  of  Churches 
and  the  World  Council  of  Churches  have 
expressed  similar  concerns.  The  United 
Presbyterian  Church  has  come  reluc- 
tantly to  the  view  that  the  situation  as  it 
now  exists  in  South  Africa  is  not  likely  to 
improve  by  persuasion,  and  therefore 
continued  economic  participation  in,  and 
support  of,  the  present  regime  in  South 
Africa  is  truly  counterproductive  in 
bringing  about  any  improvement  in  the 
situation. 

Norris:  You  mean  you  see  no  change 
in  the  past  year? 

Thompson:  Yes.  But  it  has  been  a 
change  for  the  worse.  The  plight  of  the 
Blacks  is  deteriorating  progressively. 

Norris:  There  has  been  some  small 
improvement  in  the  economic  situation 
of  the  Blacks.  Employment  is  slowly  in- 
creasing and  to  me  a  job  is  fundamental. 
In  our  own  experience  there,  it's  a  bit 
easier  for  us  to  hire  Blacks  now;  it's  a 
little  bit  easier  to  provide  job  training; 
there's  definitely  more  interest  in  com- 
puter-based education.  To  me  that  s 
progress,  and  having  observed  how 
slowly  things  change,  it's  somewhat 
encouraging. 

Thompson:  The  Black  people  within 
the  churches  that  we  have  contact  with 
would  not  be  as  optimistic  as  you  people 
are.  They  feel  that  the  denial  of  their 
participation  in  the  decision-making  pro- 


To  those  accustomed  to  seeing  issues  in 
black  and  white — no  pun  intended: — 
South  Africa  is  a  simple  issue — injus- 
tice^— and  there  is  a  simple  solution: 
Turn  over  power  to  representatives  of 
the  Black  majority.  But  is  the  issue  that 
simple?  What  of  the  rights  of  4  million 
whites,  many  of  whose  ancestors  have 
lived  in  South  Africa  for  three  centuries? 
And  what  of  the  undisputed  fact  that  the 
Blacks  of  white-ruled  South  Africa  are 
decades  ahead  of  their  cousins  in  Black- 
ruled  Africa  in  education,  in  income,  in 
job  opportunities? 

Americans  of  the  liberal  persuasion 
and  many  churchmen  have  demanded 
that  American  business  pull  out  of  South 
Africa  as  a  means  of  helping  bring  down 
the  white  government  and  bringing  a 
Black  group  to  power. 

Polaroid  Corp.  has  pulled  out  of  South 
Africa.  But  other  American  companies 
hang  on,  many  of  them  pledged  to  make 
extra  efforts  on  behalf  of  the  Black  peo- 
ple they  employ. 

Last  December  William  Norris,  the 
brilliant  founder  and  chairman  of  Con- 
trol Data  Corp.  of  Minneapolis,  found 
himself  smack  in  the  middle  of  the  con- 
troversy. With  two  aides  he  journeyed  to 
his  New  York  offices.  There  he  confront- 
ed a  group  of  prominent  churchmen  who 
are  seeking  to  pressure  American  busi- 
ness to  cease  operating  in  South  Africa. 
Norris  hoped  to  persuade  them  that  his 
company's  presence  was  a  blessing  to  the 
Blacks  and  in  no  way  represented  ap- 
proval of  the  Afrikaner  government. 

This  was  no  clear-cut  argument  be- 
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cesses  of  the  country  is  hardly  compen- 
sated for  by  some  slight  improvement  in 
economic  status.  The  recent  banning  of 
every  liberal  organization  in  the  country, 
the  continued  arrest  of  any  Black  leaders 
whom  the  government  considers  to  be 
dangerous,  the  death  of  Steve  Biko  are 
further  signs  of  a  progressively  totalitar- 
ian regime. 

The  white  people  in  power  are  giving 
greater  evidence  of  an  extreme  defensive 
posture  that  is  being  expressed  by  in- 
creasingly repressive  measures  toward 
the  Blacks  and  coloreds.  I  personally  find 

absolutely  unacceptable  the  ba- 
sic premise  on  which  their  soci- 
ety is  organized-  which  is,  the 
Blacks  are  citizens  of  small  en- 
claves and  that  as  such  they  are 
strangers  in  South  Africa,  and 
have  no  lights. 

Xorris:  Well,  there's  no  is- 
sue there.  A  whole  litany  of 
countries  are  based  on  com- 
pletelj  unacceptable  premises. 
For  example,  we  are  a  lot  more 
careful  in  Iran  about  how  we 
use  the  telephone  than  we  are 
in  South  Africa,  lint  we  have 
Black  employees,  19  out  of  190 
in  South  Africa.  We  faced  enor- 
mous problems  in  hiring  them. 
They're  illiterate,  they're  nisi 
not  equipped.  And  we  have  a 
firm  companj  policy  that  when 
we  hire  somebody,  we  try  to 
hire  only  the  best.  Once  thev 
become  part  of  Control  Data 
we  have  an  obligation  to  pro- 
vide them  with  that  job  for  just 
as  long  as  they  do  their  part. 
We  have  a  covenant,  and  I  feel 
liisi  as  dedicated  to  preserv  ing 
the  jobs  ol  those  Blacks  in 
South  Africa,  as  I — 

Smith  (shouting):  Mr.  Nor- 
ris,  you  can't  be  serious!  Nine- 
teen Blacks  is  not  a  significant 
employee  population  in  South 
Africa.  It's  meaningless  in 
terms  of  social  change. 

Norris:  You  and  I  are  not  on  the  same 
wavelength.  One  person  is  significant  to 
me.  One  job.  We  thought  it  w  as  signifi 
cant  when  we  put  in  the  first  Black  cus- 
tom computer  engineer  in  South  Afri- 
ca— that  just  hadn't  been  done.  We  are 
talking  about  overall  social  change — 
lighting  one  candle  rather  than  cursing 
the  darkness.  You  talk  about  a  man's  life, 
and  to  me  that  s  important. 

Smith:  Your  20-odd  Black  workers  are 
virtually  insignificant  in  terms  of  social 
change  in  South  Africa,  but  not  insignifi- 
cant in  terms  of  those  20  people's  lives. 

But  let  s  talk  about  the  withdrawal 
position.  This  position  is  increasingly  be- 
ing held  in  this  country  and  among  the 
Black  African  nations  where  you  ma)  be 
trying  to  do  business.  The  government  ol 
Nigeria  said  the)  will  begin  to  look  at 


their  own  business  dealings  with  compa- 
nies, and  if  that  company  is  in  South 
Africa,  consider  that  a  negative  factor  in 
terms  of — 

Norris:  A  boycott? 

Smith:  Perhaps  it  could  be  seen  in  that 
light,  but  they  see  it  as  saying  they  pre- 
fer that  companies  not  be  in  South  Afri- 
ca I'm  talking  about  overall  social 
change,  not  the  little  candles  in  the  dark. 

The  reason  we  wanted  the  meeting 
today  as  shareholders  was  that  we  think 
the  best  step  Control  Data  can  take  at 
this  time  is  to  develop  a  policy  as  [Polar- 


". . .  Everyone's  looking  for  a  macrosolution. 
There  isn't  one.  We've  got  to  get  down  to  the 
microlevel  and  grub  for  each  job  and  save  the 
job  you've  got. . . ." 

— William  Norris,  Control  Data  Corp. 


oid  has,  of  making  no  further  sales  or 
leasing  of  equipment  to  the  South  Afri- 
can government].  We're  convinced  that 
in  South  Africa  today  there  would  be 
very  few  sales  that  could  be  made  to  the 
government  that  wouldn't  contribute  to 
the  oppression  of  the  people  there. 

Noitis  (upset):  You're  l(x)king  for  a 
macrosolution.  I  .ike  the  problem  of  un- 
employment, everyone's  looking  for  a 
macrosolution.  There  isn't  one.  We  ve 
got  to  get  down  to  the  microlevel  and 
grub  for  each  job  and  save  the  job  you've 
got.  Speaking  of  not  selling  to  the  gov- 
ernment, one  of  the  dedications  I  have  is 
to  bring  computer-based  education  to 
South  Africa.  There  is  no  other  way  that 
you'll  ever  close  that  enormous  educa- 
tional gap  in  South  Africa  except  through 
the  use  of  the  computer.  If  I  say  today 
that  1  in  not  going  to  sell  the  government 


a  computer,  then  I  can't  go  down  there 
and  try  to  solve  that  educational 
problem 

Thompson:  I  would  prefer  not  to  have 
you  do  it  than  to  do  it  through  that 
present  government 

Ncmis:  Why?  Don't  you  want  those 
people  to  have  an  education? 

'Thompson.  Certainly,  but  the  present 
government  is  the  greatest  obstacle  to 
that.  The  situation  in  South  Africa  today 
is  a  revolution.  It's  being  conducted  by 
schoolboys  and  they're  leav  ing  the  coun- 
try in  droves  simply  because  they  are 
being  shot  down  in  the  streets, 
and  I  don't  think  we're  realistic 
to  talk  about  computer  educa- 
tion of  young  people  who  are 
giving  their  lives  in  the  interest 
of  freedom. 

CDC  s  Berg.  I  want  to  make 
sure  I  understand  your  posi- 
tion. You  mean  if  we  have  the 
opportunity  to  sell  a  computer 
to  the  South  African  govern- 
ment and  their  computer  was 
going  to  be  used  on  computer- 
based  education  to  increase  the 
literac)  of  the  Black  people  and 
therefore  make  them  more  em- 
ployable, that  your  preference 
would  be  that  we  not  sell  that 
computer? 

Thompson:  Today  tens  of 
thousands  of  school-goers  are 
on  strike;  the  whole  school  sys- 
tem has  ground  to  a  halt.  Peo- 
ple have  started  rebelling 
against  the  white  school  sys- 
tem. Bemember  the  debate 
over  the  use  of  Afrikaans  as  a 
language  in  the  schools'?  The 
demand  is:  "We  must  get  rid  of 
this  education  system  which  is 
designed  to  make  us  become 
serfs  forever."  The  educational 
system  is  intentionally  de- 
signed to  make  sure  that  the 
Black  population  will  never  be 
equal  with  the  white.  You're 
working  with  the  architects  of  a  system 
that  want  to  keep  Blacks  in  an  inferior 
position. 

White:  There  are  all  kinds  of  educa- 
tion. Could  the  government  use  comput- 
er-based education  programs  to  educate 
the  military?  What  possible  kinds  of  re- 
strictions would  be  placed  on  that? 

Norris:  You  can't  place  restrictions  on 
a  computer  that  you  put  in  someone 
else  s  country. 

Smith  But  if  you  are  concerned  about 
human  rights,  but  can't  determine  how 
your  computers  would  be  used,  isn  t  the 
best  thing  not  to  sell  computers? 

Norris:  Well,  then,  you  wouldn't  be 
selling  many  computers  in  this  world. 
You  do  the  best  you  can,  and  that's  exact- 
ly what  we're  doing.  l  ean  sell  you  tooth- 
picks that  are  used  in  the  dining  room 
and  you  can  push  them  in  peoples  ear 


32 


FORBES,  FEBRUARY  6,  19" 


drums  and  kill  them. 

Smith:  I  think  you  people  would  look 
really  bad  if  you  started  that  program 
and  word  got  out  that  the  South  African 
government  was  using  those  computers 
to  train  police  or  military. 

Norris:  We  don  t  worry  about  looking 
bad.  I  try  to  do  some  good,  and  if  in  the 
process  there  s  some  bad,  okay,  I  did  the 
best  I  could.  Black  guys  standing  down 
around  there  without  any  education,  try- 
ing to  make  it  alone  is  a  pretty  sad  thing. 
Right  here  in  New  York  City  it's  sad 
enough.  We  ought  to  be  talking  about 
New  York  City  instead  of  South 
Africa  with  most  of  the  Black 
kids  here  without  a  job.  Yes, 
and  it's  right  here  in  our  back- 
yard and  what  are  we  doing 
about  it?  Are  we  talking  about 
that?  No,  we're  talking  about 
something  in  South  Africa  that 
we  can't  do  very  much  about. 

Smith:  I  think  we  can. 

Norris:  We  keep  in  touch 
with  South  Africa  too  and  are  as 
well  read  on  the  subject.  We 
aren't  going  to  pull  out  of  South 
Africa.  We  have  a  commitment 
to  190  employees  there.  We 
really  believe  we  are  a  force  for 
good.  We  think  the  best  ap- 
proach is  to  try  to  help  people 
to  get  jobs. 

Berg:  Norris  devotes  about  a 
fourth  of  his  time  on  the  jobs 
issue  in  the  U.S.  and  that's  our 
approach  in  South  Africa.  You 
can't  get  people  jobs  unless 
they're  literate  and  trained  so 
we're  going  after  our  comput- 
er-education program.  We'll 
probably  be  working  with  other 
companies  and  I  don't  really 
care  if  we  have  to  do  it  in  some 
way  involved  with  the  South 
African  government.  It  will 
help  Black  people  achieve 
some  share  in  the  economy. 
This  is  a  summary  of  our 
position. 

Thompson:  I  don't  want  any  doubt  that 
we  disagree  with  your  policy.  As  a  stock- 
holder we  think  we  have  a  right  to  be 
heard  about  it. 

Berg:  We've  got  40,000  stockholders. 
You  deserved  to  hear  a  recap  of  our 
position  and  you've  got  it. 

Thompson:  As  we  look  at  South  Africa 
right  now  there's  a  national  rebellion 
going  on.  There  are  people  being  shot  in 
the  streets  every  day. 

Norris:  Your  view  on  that  is  quite 
different  from  ours.  We  have  people 
working  and  living  down  there  who  don't 
see  rebellion.  Moreover,  I  can't  see 
where  denying  the  government  some 
computers  by  some  American  companies 
is  going  to  have  any  effect  at  all.  They 
can  get  computers  from  Japan. 

Smith:  No,  I  think  when  an  IBM  or 


Control  Data  won't  expand  or  sell  to  the 
government  it  will  be  a  real  body  blow. 

Berg:  It  just  creates  the  Stalingrad 
thing  where  the  people  [white  South 
Africans]  get  tougher  and  tougher  and 
their  government  is  saying:  "What  the 
hell  are  you  doing  meddling  in  our  inter- 
nal affairs?" 

Thompson:  You're  not  meddling;  your 
decisions  are  your  own. 

Norris:  If  you  advocate  withdrawal  or 
some  kind  of  partial  boycott,  you're  in 
fact  adding  to  the  increasing  unemploy- 
ment for  the  Black  people  there  and  the 


". . .  We've  listened  for  20  years  as  companies 
with  operations  in  South  Africa  said,  'Don't  lean 
on  us  and  things  will  change.'  But  friendly  persua- 
sion has  not  worked. .  . ." 

— William  P.  Thompson,  United  Presbyterian  Church 


social  turmoil.  In  a  nutshell — the  condi- 
tions that  ferment  revolution.  Are  you 
advocating  revolution? 

Thompson:  There  is  a  revolution  going 
on  there  now. 

Berg:  Are  you  advocating  an  escalation 
of  that? 

Thompson:  My  personal  sentiments 
are  with  those  who  are  revolting.  The 
people  in  the  streets  of  Sovveto  are  the 
George  Washingtons  of  that  country.  We 
don't  apologize  for  being  on  the  side  of 
the  freedom  forces.  We've  given  money 
and  will  continue  to  give  assistance  to 
them.  I  submit  that  if  you  are  really  in 
favor  of  long-term  social  justice  in  South 
Africa,  Control  Data  might  think  about 
supporting  some  of  the  educational 
needs  of  the  independence  movement. 

Berg:  You  have  to  characterize  us  as 
evolutionists. 


Thompson:  I  see  no  hope  for  evolution 
in  South  Africa.  The  time  is  past.  I  am 
asking  you  not  to  support  the  oppressors 
which  you  are  now  doing  despite  your 
pronouncements  to  the  contrary. 

Norris  (very  angry  with  a  trembling 
voice):  I  take  very  direct  issue  with  that! 
Remember  the  5  million  Kukiks  that  Sta- 
lin murdered?  There's  just  enough  pow- 
er in  South  Africa  to  solve  that  problem 
[the  Stalin]  way  [if  the  whites]  choose  to. 
What  you're  talking  about  brings  them 
[the  whites]  closer  to  that  alternative. 
Thompson:  We've  listened  for  20  years 
as  companies  with  operations 
in  South  Africa  said,  "Don't 
lean   on   us   and   things  will 
change."  But  friendly  persua- 
sion has  not  worked  and  we've 
got  to  start  looking  at  ways  of 
leaning.  [South  African  Blacks] 
are  saying  things  to  us  such  as: 
"You  are  trying  to  polish  our 
chains  and  make  them  more 
comfortable,   but  instead  we 
want  them  cast  off."  They  also 
say,  "We  have  been  suffering 
for  a  long  time  and  if  the  with- 
drawal of  certain  foreign  con- 
cerns occurs  we  may  continue 
to  suffer  but  white  South  Africa 
will  start  feeling  the  pinch  too.  " 

Berg:  The  South  African 
whites  today  feel  generally  bit- 
ter that  the  very  considerable 
relaxation  of  discrimination  and 
the  real  changes  of  attitudes 
have  gone  unnoticed  by  the 
West.  Bad  news  is  news,  and 
nothing  favorable  gets  report- 
ed. They  may  well  ask  what  the 
West  has  ever  done  except 
criticize. 

Smith:  I've  heard  this  talk  for 
ten  years.  When  are  people  fi- 
nally going  to  recognize  that 
the  level  of  oppression  in  South 
Africa  has  come  to  such  a  stage 
that  we  are  not  going  to  talk 
about  putting  curtains  on  the 
windows  of  the  concentration  camp  am 
longer.  We  don't  question  the  motiva- 
tion of  Control  Data,  but  are  very  skepti- 
cal about  how  that  government  might 
use  your  computers.  We'll  file  a  share- 
holder resolution  and  then  you  people 
take  a  look  at  it. 

In  January  the  church  group  filed  a 
motion  that  shareholders  be  permitted 
to  vote  on  a  resolution  calling  on  Control 
Data  to  make  no  further  sales  of  leases  or 
lease  renewals  to  the  government  of 
South  Africa.  It  will  come  up  at  Control 
Data's  annual  stockholders'  meeting  in 
Minneapolis  in  May  and  will,  of  course 
be  overwhelmingly  defeated,  leaving  the 
two  sides  as  far  apart  as  ever  and 
having  convinced  nobody  of  anything. 
Meanwhile,  in  South  Africa,  the  lines 
harden.  ■ 
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Who  Will  Save  The  Boodle  Boys? 

Unless  Congress  comes  to  their  aid,  U.S.  citizens  working 
abroad  now  face  horrendous  boosts  in  their  income  taxes. 
Alas,  not  only  money  but  principle  is  at  stake. 


By  JAMES  S.  BYRNE 

Whether  running  a  hank  in  the  tropics 
as  jungle  rot  destroyed  their  hed  sheets 
or  running  a  news  operation  in  Paris  as 
haute  cuisine  inflamed  their  livers,  most 
Americans  working  abroad  long  enjoyed 
one  consolation  that  made  up  for  a  good 
deal  of  hardship.  Until  1976,  few  Ameri- 
cans ahroad  paid  more  than  trifling 
amounts,  relatively  speaking,  in  U.S. 
federal  income  taxes.  A  good  many  oth- 
ers were  virtually  exempted. 

No  more.  Changes  in  tax  law  in  1976 
and  three  court  decisions  have  drastical- 
ly altered — for  the  worse — overseas 
Americans'  tax  positions.  The  law  cut 
from  $20,000  to  $15,000  the  amount  of 
foreign  income  that  could  be  excluded 
from  U.S.  income  taxation.  It  raised  ap- 
plicable tax  rates.  It  also  limited  the 
amount  of  foreign  income  taxes  that 
could  be  subtracted  from  U.S.  taxes  due. 
The  court  decisions  made  it  clear  that 
such  routine  benefits  as  cost-of-living  ad- 
justments, company-provided  housing 
and  allowances  for  the  kids'  schooling 
must  be  reported  as  taxable  income.  As  a 
result,  even  modestly  paid  middle  man- 
agers now  face  devastating  increases  in 
their  income  taxes.  In  some  cases,  the 
total  bill  could  well  be  as  big  as  their 
base  pay  (see  table). 

A  lot  of  people  are  affected  by  the 
tightening  up.  At  last  count,  some 
150,000  Americans  working  abroad  filed 
income  tax  returns.  Some  of  them  live  in 
places  like  Paris,  where  the  biggest 
problem,  apart  from  the  cost  of  living,  is 
cholesterol.  But  others  live  in  harsh 
places  (the  "sand-in-the-teeth  crowd" 
Treasury  officials  call  them).  Still  others 
("Boodle  Boys' )  simply  would  not  accept 
a  job  overseas,  never  mind  where,  were 
it  not  lor  tax  advantages.  All  in  all,  the 
Treasury  Department  estimates  that 
about  $410  million  a  year  in  tax  revenues 
were  lost  because  of  the  provisions  of  the 
pre-1976  law.  In  addition,  millions  more 
were  lost  because  of  chronic  underre- 
porting and  nonreporting  of  income. 
Changes  under  the  1976  Tax  Beform  Act 
alone,  according  to  Treasury  officials, 
could  increase  revenues  due  by  some 
$223  million.  But  the  changes  were  post- 
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poned  once,  until  Jan.  1,  1977,  and  the 
prospect  is  for  a  further  postponement, 
perhaps  until  1979. 

More  than  expatriate  pocketbooks, 
however,  are  affected  by  the  tightening 
up.  As  a  practical  matter,  their  income 
taxes  are  expenses  that  must  be  made  up 
for  in  some  fashion  by  their  employers. 
Either  by  adjusting  their  base  salaries  or 
by  reimbursing  them  for  the  additional 
U.S.  taxes,  employers  try  to  shield  their 
employees  from  the  big  U.S.  tax  bite. 
The  result  is  that  higher  taxes  of  U.S. 
citizens  working  abroad  become  higher 
costs  to  an  American  employer  that  com- 
peting countries  do  not  face.  (Britain, 
France  and,  indeed,  every  other  major 
nation  exempts  from  taxes  the  income  of 
their  nationals  working  abroad.) 

The  U.S.  &  Overseas  Employees  Tax 
Fairness  Committee,  a  group  which  con- 
sists mainly  of  members  of  the  National 
Constructors  Association  and  represents 
construction  engineering  firms,  esti- 
mates that  the  value  of  foreign  construc- 
tion contracts  won  by  American  firms  in 
the  18-month  period  ended  last  June  30 


Base  salary 

Premium  for  uprooting  family 
Area  hardship  payment 
Housing  (net  of  what  employee 

would  pay  in  U.S.) 
Cost  of  living  adjustment 
Education  of  children  (actual  expenses) 
Cost  of  transfer  to  foreign  country 
Home  or  rest  leave  expenses 
U.S.  and  foreign  taxes  paid  for  employee 

(net  of  tax  that  would  be  paid  if 

employee  earned  base  salary  in  U.S.) 
Total  taxable  allowances 
Total  U.S.  taxable  income 

U.S.  tax  under  '75  law 

U.S.  tax  under  '76  law 


was  $11  billion.  That  is  a  substantial 
decline  from  the  $18.6  billion  in  con- 
tracts awarded  to  American  firms  during 
1975.  Most  of  the  decline,  the  construc- 
tors claim,  is  due  to  higher  costs  of  hiring 
American  employees,  and  most  of  that 
increase  is  blamed  on  the  tax  situation. 
Treasury,  of  course,  is  skeptical  of  the 
obviously  self-serving  estimates  of  the 
constructors. 

The  simple  solution  would  be  for  the 
U.S.  to  act  like  other  nations  and  exempt 
our  citizens  who  work  abroad  from  feder- 
al income  taxes  on  their  foreign-eamed 
income.  That,  however,  would  be  a 
wrenching  departure  from  the  basic  U.S. 
tax  policy  and  one  that  even  few  Ameri- 
can expatriates  advocate. 

Instead,  Congress  this  year  probably 
will  approve  legislation  to  exempt  from 
taxes  those  benefits  paid  abroad  by  U.S. 
employers  that  are  designed  to  give  their 
American  employees,  wherever  they 
are,  some  semblance  of  an  American  life- 
style. A  bill  to  accomplish  this  has  been 
introduced  by  Sen.  Abraham  Bibicoff 
(D — Conn.).    This    would    satisfy  the 
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Cutting  Into  Fringe  Benefits 

The  chart  below  shows  actual  employees  benefits  paid  in  1976  to  typical  middle- 
management  employees  in  four  countries  by  a  large  U.S. -based  multinational  firm. 
As  benefit  packages  go,  this  one  is  relatively  uncomplicated.  Some  other  companies 
have  many  more  categories  of  benefits.  The  example  for  Britain  involved  a  family  of 
four — father,  mother,  two  school-age  kids.  The  examples  for  Mexico,  Japan  and 
Saudi  Arabia  involved  one-child  families.  As  the  last  two  lines  of  the  chart  show,  the 
impact  of  the  changes  made  by  the  Tax  Reform  Act  of  1976  would  be  substantial. 


"sand-in-the-teeth  crowd,"  who  argue 
that  the  benefits  serve  solely  to  make  life 
tolerable  overseas. 

Their  benefits,  Americans  in  hardship 
posts  will  argue,  do  hot  give  rise  to  in- 
come in  any  financial  sense  and  therefore 
should  not  be  taxed.  The  problem  is  that 
the  benefits  are  so  substantial  they  often 
amount  to  more  than  the  employee  s 
base  salary.  If  they  were  paid  to  resi- 
dents of  the  U.S.,  they  generally  would 
be  taxable  as  fringes.  To  someone  paying 
$1,500  a  month  for  a  one-bedroom  apart- 
ment in  Tokyo,  the  reimbursement 
hardly  seems  like  a  fringe  benefit. 

Ribicoff's  legislative  solution,  howev- 
er, won't  satisfy  the  "Boodle  Boys,"  oil 
rig  operators  in  Iran,  for  example,  who  in 
no  way  could  be  provided  with  a  lifesty  le 
such  as  they  might  enjoy  in  San  Francis- 
co or  even  Gary,  Ind.  Most  of  them 
accept  miserable  living  conditions  only 


in  the  expectation  of  making,  and  keep- 
ing, large  amounts  of  money.  Far  from 
feeling  guilty  if  they  were  completely 
exempt  from  U.S.  taxes,  they  are  de- 
manding it,  or  at  least  the  sheltering  of  a 
substantial  percentage  of  their  income. 

In  the  past,  any  additional  expenses 
incurred  were  more  than  offset  by  the 
advantages  American  companies  saw  in 
hiring  U.S.  citizens:  often  a  higher  de- 
gree of  competence  and,  more  chauvin- 
istically,  the  more  "secure"  feeling  of 
having  Americans  running  their  affairs. 
But  if  the  cost  of  employing  Americans 
abroad  climbs  out  of  sight,  companies 
will  have  to  reconsider  the  benefits. 

As  a  principal  architect  of  public  poli- 
cy, the  Treasury  Department  s  stake  in 
the  matter  involves  more  than  the  sub- 
stantial revenue  at  stake.  There  is  the 
course  of  American  tax  policy  itself.  Most 
members  of  Congress,  and  certainly  the 


key  officials  in  the  Executive  branch,  are 
willing  to  make  some  concessions  in 
taxes  and  in  other  areas  to  maintain  the 
attractiveness  of  employing  Americans 
abroad.  But  how  much  is  it  worth  to 
engage  wholeheartedly  in  a  tax  competi- 
tion with  other  nations  when  the  price  is 
erosion  of  the  U.S.  tax  base  and  a  sub- 
stantial increase  in  the  tax  inequities  be- 
tween Americans  who  work  at  home  and 
those  who  work  abroad?  After  all,  the 
L50.000  Americans  working  abroad  who 
filed  income  tax  returns  in  1975  is  almost 
exactly  equal  to  the  number  of  Alaskans 
who  filed  U.S.  federal  income  tax  re- 
turns that  year.  No  one  is  seriously  sug- 
gesting special  tax  treatment  for  the  resi- 
dents of  the  49th  state,  even  though 
conditions  there,  particularly  the  cost  of 
living,  are  often  comparable  to  those  in 
many  of  the  foreign  countries  where 
Americans  receive  special  tax  breaks.  ■ 


The  Prodigal  Sons 

They  say  that  old  John  Searle  didn't 
think  much  of  his  sons  as  businessmen. 
Old  John  Searle  was  a  pretty  smart  man. 


Crusty  old  John  G.  Searle  apparently 
didn  t  much  admire  the  business  acumen 
of  his  sons  and  son-in-law  who  in  the 
early  Sixties  were  helping  him  run  the 
family's  smallish  but  enormously  profit- 
able Chicago-based  drug  and  health-care 
firm,  CD.  Searle  &  Co.  Maybe  it  was 
because  son  William  spent  too  much  of 
his  time  at  the  University  of  Michigan  as 
manager  of  the  football  squad.  Maybe 
it  was  because  son  Daniel,  despite  his 
training  at  Harvard  Business  School, 
was  a  poor  judge  of  men,  aloof  and 
sarcastic  to  subordinates.  At  any  rate, 
John  Searle,  who  was  then  62,  appar- 
ently decided  in  196-3  to  arrange  a 
merger  for  his  firm,  rather  than  turn 
it  over  to  the  boys. 

Over  drinks  at  Chicago's  exclusive, 
men-only  Old  Elm  golf  club,  John 
Searle  talked  with  his  golfing  buddy, 
i  George    B.    Cain,    about  merging 
I  Searle  into  Cain's  Abbott  Laborato- 
I  ries.    Significantly,    in    the  merger 
iplan,  there  were  no  top  management 
spots    for    either    of   the  younger 
I  Searles.  But  the  merger  never  came 
off.  Nobody  seems  to  know  why — 
,  Searle  is  old  and  sick  and  Cain  is 
dead — but  a  plausible  reason  is  that 
Abbott    executives    were  worried 
about  the  big  stockholdings  the  youn- 
iger  Searles  would  own  within  the 
merged  company. 

And  so  when  John  Searle  semi- 
retired  to  become  chairman  of  the 

FORBES,  FEBRUARY  6,  1978 


board  in  1966,  his  older  son,  Daniel, 
then  39,  succeeded  him  as  president. 
By  then  the  Searle  company,  which  had 
been  founded  by  Daniel  s  great-grandfa- 
ther in  1868,  had  become  the  most 
profitable  company  in  a  highly  profit- 
able industry  .  Among  other  things,  in 
the  early  Sixties  under  old  John,  its 
laboratories  had  brought  forth  the  first 

Father  John  G.  Searle:  He  had  his  doubts. 


commercial  oral  contraceptive,  Enovid. 

As  things  turned  out,  John  Searle  had 
been  right  to  worry  about  his  offsprings' 
business  prowess.  Since  they  took  over, 
the  company  has  become  a  mess.  Scarce- 
ly a  decade  later,  G.D.  Searle  labors 
under  heavy  debt  and  ill-starred  diversi- 
fication. It  faces  $95  million  in  write- 
offs— mainly  as  a  result  of  its  ventures 
outside  the  drug  business.  These  like- 
ly will  more  than  wipe  out  all  of 
s  1977  s  earnings.  Its  name  has  been 
stained  by  the  U.S.  Food  &  Drug 
Administration's  biggest  investigation 
ever — an  investigation  now  being 
continued  by  a  U.S.  attorney  in  Illi- 
nois. To  cut  down  costly  short-term 
debt,  it  is  paying  a  steep  price  to 
bring  back  most  of  the  $420  million 
salted  away  in  tax-sheltered  Puerto 
Rico.  Its  stock  has  collapsed. 

Dan  Searle  is  still  chairman,  his 
brother  William,  49,  and  brother-in- 
law  Wesley  Dixon,  50,  are  still  joint 
vice  chairmen.  Among  them  they  still 
collect  $427,000  in  salaries,  the 
Searle  family  its  $9  million  a  year  in 
dividends.  But  the  Searles  no  longer 
run  the  company — nor  even  occupy 
offices  at  its  Skokie,  111.  executive 
headquarters.  Since  last  June,  Dan 
Searle  s  friend  Donald  Bumsfeld,  44, 
the  former  defense  secretary,  NATO 
ambassador  and  three-time  Illinois 
congressman,  has  been  president. 
His  reputed  $200,0(X)-a-year  job  will 
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not  be  an  easy  one.  For  at  Searle,  what- 
ever could  go  wrong,  did  go  wrong. 

Almost  immediately  the  sons  and  son- 
in-law  went  on  an  acquisition  spree,  us- 
ing Searle's  then  high-priced  stock  to 
buy  more  than  a  dozen  companies  in 
hospital  supplies,  diagnostic  equip- 
ment and  animal   medicine.  Most 
drug  firms  did  likewise  in  the  1960s — 
but  few  matched  Searle  in  picking 
losers.  "There  was  an  old  joke,'  re- 
calls one   longtime   Wall  Streeter, 
"that  if  a  securities  analyst  wanted  to 
make  his  fortune,  he  had  only  to  par- 
cel up  some  cats  and  dogs  and  offer 
them  to  Searle  at  20  times  earnings." 

As  a  result  Searle  increased  sales 
sixfold  to  around  $844  million  in 
1977,  but  its  return  on  equity  slipped 
in  a  decade  from  50%  to  11%.  Searle, 
once  the  most  profitable  major  drug 
company,  has  become  the  least  profit- 
able. Its  nondrug  companies  now  ac- 
count for  57%  of  sales,  but  only  13% 
of  operating  profits.  At  least  one  busi- 
ness, a  medical  equipment  company 
in  Hayward,  Calif. ,  was  shut  down  in 
1977  and  another  20  are  to  be  sold  or 
shuttered  resulting  in  a  $60-million 
charge  against  earnings. 

An  equally  grim  situation  exists  in 
Searle's  greatest  resource,  its  labora- 
tories. "Searle  would  be  smelling  like 
a  rose  now  if  it  only  had  some  new 
products,"  argues  Kenyon  D.  Bowes, 
retired  vice  president-finance. 
"Searle  had  tremendous  luck  in  the 
Fifties.  But  I  guess  Lady  Luck  evens 
herself  out.  " 

Not  only  has  Searle  failed  to  pro- 
duce any  really  notable  new  prod- 
ucts, but  it  has  lost  the  head  start  it 
had  in  marketing  birth-control  pills. 
Searle  is  now  a  poor  also-ran  in  the 
market  it  invented 

Luck?  Or  poor  management?  Al- 
most by  chance,  the  FDA  in  1972 
noticed  a  medical  report  linking  a 
Searle  drug,  Flagyl,  to  cancer  in  ro- 
dents. So  it  began  a  "routine  investi- 
gation" that  ended  in  televised  Sen- 
ate hearings  that  affected  all  of 
Searles  pharmaceutical  products. 
Searle's  two  top-selling  drugs,  Aldac- 
tone  and  Aldactazide — 45%  of  its 
pharmaceutical  business — must  now 
cany  warning  labels  about  their  po- 
tential cancer  danger.  And  its  most 
promising  new  product,  aspartame, 
an  artificial  compound  180  times  as 
sweet  as  sugar,  in  which  Searle  has 
invested  $29  million,  has  been  delayed 
by  the  FDA  for  more  study. 

Even  more  ominous  were  FDA 
charges  that  the  company  may  have 
failed  to  promptly  disclose  adverse  scien- 
tific test  results — or  even  altered  some  of 
them.  The  charges  have  been  under  in- 
vestigation since  January  1976  by  the 
U.S.  attorney  for  northern  Illinois.  The 
FDA  has  been  urging  him  to  call  a 


grand  jury  investigation  for  some  time. 

True,  the  FDA  bureaucracy  is  fre- 
quently overzealous,  sometimes  more 
interested  in  getting  publicity  for  itself 
than  for  effectively  policing  the  pharma- 


Elder  Son  Dan  Searle:  Too  many  bad  buys. 


Younger  Son  Bill  Searle:  Out  of  management. 

ceutical  business.  Even  allowing  for  this, 
however,  Searle  was  remarkably  acci- 
dent-prone. 

In  1969 — again,  like  many  other  drug 
companies — Searle  started  building  a  tax 
haven  in  Puerto  Rico.  Since  then  it 
stashed  away  some  $420  million,  includ- 
ing the  additional  tax-free  income  it  gen- 
erated by  investing  its  kith'  both  in  Eu- 
rope and  in  Puerto  Rico  itself.  What  a 


nice  way  to  save  on  taxes!  Of  course 
there  was  the  little  matter  of  how  to  get 
at  the  money  for  corporate  uses,  but  the 
Searles  solved  that  problem  by  borrow- 
ing on  the  mainland  against  the  profits 
blocked  in  Puerto  Rico.  Or  thought 
they  had  solved  the  problem. 

By  the  third  quarter  of  1977 
Searles  borrowings  amounted  to 
$342  million— a  full  74%  of  stock- 
holders' equity.  Interest  costs  were 
soaring.  In  1977  s  first  nine  months 
alone  Searle  was  paying  out  $24  mil- 
lion in  interest  while  earning  only  $17 
million  on  the  money  in  Puerto  Rico. 
What  with  high  interest  costs  and 
sagging  profits,  Searles  earnings 
dropped  from  $80  million  ($1.56  a 
share)  in  1975  to  $62  million  ($1.18  a 
share)  in  1976,  with  a  possible  loss  of 
$30  million  (57  cents)  in  1977.  Drug 
companies  aren't  supposed  to  act  this 
way.  Their  earnings  are  supposed  to 
go  just  one  way — up.  Searle's  stock, 
which  sold  as  high  as  40  in  1973  was  a 
recent  13,  a  paper  loss  to  stockholders 
of  some  $1.4  billion. 

The  family  still  owns  33%  of  the 
stock.  However,  as  their  record  dete- 
riorated, the  Searles  themselves  and 
the  outside  directors  say  they  simul- 
taneously decided  early  in  1977  to 
begin  a  search  for  a  new  leader.  In 
June  the  Searle  brothers  and  Wesley 
Dixon  quietly  stepped  down.  Donald 
Rumsfeld  stepped  in. 

Initially  Rumsfeld  proceeded  with 
great  care.  He  trimmed  Searle's  over- 
weight head-office  staff,  named  old 
friend  John  Robson,  former  Civil 
Aeronautics  Board  chairman,  execu- 
tive vice  president,  and  went  on  an 
inspection  tour  of  Searle  s  domestic 
properties  as  well  as  those  in  Japan. 
Australia  and  Europe. 

Then  just  before  Christmas,  Rums- 
feld decided  the  company  must  take 
the  harsh  medicine  his  predecessors 
had  been  so  unwilling  to  prescribe. 

First  he  eased  the  financial  pres- 
sure by  repatriating  $279  million  of 
the  Puerto  Rican  money.  "A  positive 
move,"  says  First  Boston  s  Ronald 
Stern.  Maybe — but  Searle  is  paying  a 
stiff  price:  $17  million  to  Puerto  Rico 
under  the  new  "Tollgate  tax" 
(Forbes,  Nov.  J,  1977).  This  is  32 
cents  a  share  off  the  bottom  line. 

Then  last  month,  dropping  the  oth- 
er shoe,  Rumsfeld  announced  Searle 
would  take  its  massive  writeoffs.  "It's 
better  to  clear  the  decks,"  says  Smith 
Barney's  D.  Larry  Smith.  Maybe,  but 
Don  Rumsfeld  isn't  saying  just  how  he 
will  get  rid  of  those  unwanted  businesses 
or  huw  he  plans  to  retrieve  the  lab's 
name  as  a  maker  of  safe,  effective  drugs. 

Isn't  it  too  bad  that  Searle  s  outside 
directors  didn't  become  assertive  earli- 
er? Or  that  old  John  Searle  didn  t  stick  to 
his  original  resolution?  ■ 
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Oil  For  The  Lamps  Of  Tokyo? 


Does  China  have  the  potential  for  becoming  another  Saudi  Arabia? 
Can  Chinese  oil  help  the  American  dollar?  The  answer  to  both 
questions  is:  maybe.  However,  firmer  answers  may  soon  be  to  hand. 


By  JAMES  COOK 

In  the  thirties  a  nearly  forgotten  nov- 
elist, Alice  Tisdale  Hobart,  wrote  a  best- 
seller called  Oil  for  the  Lamps  of  China 
about  an  American  kerosene  salesman 
who  brought  light,  if  not  enlightenment, 
to  the  downtrodden  Chinese.  But  China 
imports  oil  no  more.  These  days,  the 
People  s  Republic  of  China,  alone  among 
the  countries  on  the  Asian  mainland,  is 
self-sufficient  in  oil,  possessed  of  oil  pro- 
spectively so  abundant  that  the  more 
f  exuberant  of  the  West's  new  China 
hands  sometimes  talk  of  China  these 
j  days  as  another  Saudi  Arabia. 

Whether  it  is,  probably  no  one  knows, 
not  even  the  Chinese  themselves,  but 
last  month  the  People's  Republic  took 
some  important  steps  toward  finding 
out.  In  early  January,  a  delegation  of  16 
i  top  Chinese  oil  experts,  including  Sun 
I  Ching-wen,  president  of  the  Petroleum 
I  Corp.  of  the  People  s  Republic  of  China, 
I  arrived  at  New  York's  Kennedy  Airport 
at  the  invitation  of  Secretary  of  Energy 
|  James  R.  Schlesinger  for  a  three-week 
i  tour  of  the  U.S.   oil  industry.  What 
j  Schlesinger  wanted  to  show  them  was 
|  not  simply  U.S.'  production,  refining 
i  and  marketing  facilities,  but  also  the 
equipment  manufacturing  facilities  that 
I  produce  the  rigs,  pumps,  meters  and 
j  drilling  equipment  that  make  the  U.S. 
i  oil  industry  the  most  proficient  in  the 
j  world.  "The  Chinese  are  seeking  ways  to 
j  adapt  U.S.  equipment  and  technology  to 
a  the  development  of  Chinese  oil  re- 
serves," says  an  Energy  Department  of- 
1  ficial.  "This  isn't  a  buying  expedition." 
(  And  it's  not — yet.  But  as  Christopher  H. 
i  Phillips,  president  of  the  National  Coun- 
|  cil  for  U.S. -China  Trade,  points  out: 
I  "They're  not  sending  this  delegation  just 
to  sightsee.  I  think  they're  seriously  in- 
j  terested  in  American  oil  equipment." 

Meanwhile,  last  month  in  Tokyo  and 
\  Peking,  negotiators  were  working  out 
the  final  details  of  a  precedent-setting 
!  eight-year  agreement  to  sell  Chinese  oil 
j  to  Japan.  Japan  has  been  importing  oil 
I  somewhat  erratically  from  China  since 
1972,  and  the  new  agreement  would  for- 
malize an  import  pattern  the  Chinese 
i  have  been  trying  to  firm  up  ever  since 


1974.  It  will  set  the  specified  quantities 
for  delivery  within  specified  time  peri- 
ods, so  essential  in  a  centrally  planned 
society  like  China's,  and  set  the  ground- 
work for  a  significant  expansion  of  Chi- 
na's already  substantial  oil  production. 

By  oil  industry  standards,  the  deal  is 
nothing  spectacular:  140,000  barrels  a 
day  in  1978,  rising  in  contractual  quanti- 
ties to  as  much  as  300,000  by  1982— 
about  as  much  as  Dubai  now  exports. 
But  that  appears  to  be  the  minimum.  By 
the  end  of  the  eight-year  period,  Chi- 
nese Vice  Premier  Li  Hsien-Nien  re- 
cently announced,  shipments  could 
reach  as  much  as  600,000  barrels  a  day. 

Just  how  much  oil  the  Japanese  decide 
to  take  will  depend  upon  what  accommo- 
dation Japan  and  China  make  to  the  pe- 
culiar nature  of  Chinese  oil.  Unlike  the 


benchmark  Arabian  crude  Japan  imports 
from  the  Middle  East,  Chinese  oil  has  an 
unusually  high  (about  30%)  paraffin  con- 
tent and  yields  an  unusually  high  propor- 
tion of  low-value  residual  oil — 70%  vs. 
44%  for  Arabian  light.  Instead  of  being 
dewaxed  and  refined,  the  bulk  of  the 
120,000  barrels  a  day  the  Japanese  im- 
ported last  year  from  China  was  burned 
in  power  plant  boilers. 

Given  the  demand  for  electric  power, 
there  s  a  limit  to  how  much  Japan  can 
burn  directly,  however,  and  so  the  Japa- 
nese Ministry  of  International  Trade  & 
Industry  has  been  trying  to  persuade  the 
Japanese  oil  companies  to  build  the  re- 
finery capacity  to  dewax  the  Chinese 
crude  so  it  can  move  into  various  other 
petroleum  markets  as  well.  Industry  is 
resisting.  Oil  is  abundant  these  days  and 


Into  The  China  Seas 

So  far  China's  oil  has  been  concentrated  on  the  east  coast,  but  the  big 
potential  lies  in  the  remote  western  provinces  and  offshore,  in  the 
east,  where  U.S.  technology  could  most  readily  spur  development. 
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prices  already  sky  high,  so  the  cost  has  so 
far  seemed  prohibitive.  "At  the  mo- 
ment," says  an  official  of  one  of  Japan's 
great  trading  companies,  "it  is  just  not 
feasible  to  construct  such  facilities  unless 
the  Chinese  promise  to  supply  the  crude 
at  a  cheaper  price — $1  to  $2  a  barrel  less, 
say — and  I  can't  see  that  happening." 
The  alternative  is  for  the  government  to 
subsidize  the  construction  of  such 
dewaxing  facilities,  and  MITI  has  asked 
Japan's  finance  ministry  to  fund  the  con- 
struction of  a  $103-millioni  30,000-bar- 
rel-a-day  refinery,  so  far  without  success. 
But  this  could  change.  The  pressure  is 
on  Japan  to  reduce  its  exports  to  Ameri- 
can and  European  markets.  By  trading 
more  with  China,  Japan  could  simulta- 
neously reduce  both  its  need  for  exports 
to  the  West  and  its  dependence  on  Arab 
oil.  In  today's  strange,  interdependent 
world,  the  net  result  of  all  this  could  be 


to  reduce  the  pressure  on  the  dollar. 

"In  exchange  for  the  oil,"  Forbes' 
Lawrence  Minard  cabled  from  Tokyo  last 
month,  "the  Japanese  hope  to  sell  to 
China  directly  the  technology  they  need 
in  steel,  petrochemicals,  fertilizer,  ports 
and  harbors  and  power  generation,  and 
make  up  the  rest  with  drilling  rigs,  refin- 
ery equipment  and  computers  provided 
through  Japanese  trading  companies 
from  U.S.  sources."  Overall,  the  pros- 
pects are  so  seductive  that,  for  the  mo- 
ment at  least,  Japan  is  no  longer  pressing 
its  dispute  with  China  over  areas  off- 
shore in  the  China  Sea. 

For  the  Chinese,  oil  has  emerged  as  a 
central  element  in  its  long-term  dreams  of 
development.  In  the  17  months  since 
Mao's  death,  China's  Chairman  Hua  Kuo- 
feng  has  set  as  a  major  objective  China's 
reaching  the  level  of  the  advanced  indus- 
trial countries  by  the  year  2000.  To  do  that, 
in  a  country  not  much  more  advanced  than 
Europe  in  the  18th  century,  he  is  going  to 
need  massive  amounts  of  Western  tech- 
nology. China  can't  hope  to  pay  for  that 
technology  with  the  income  from  export- 
ing rugs,  pigs'  bristles,  pork,  varnish  or 
even  feathers.  The  most  substantial  for- 
eign-exchange earner  is  oil.  "Oil  is  the 
major  export  they  have  to  earn  the  foreign 
exchange  they  need  to  accomplish  these 
other  things,"  says  Christopher  Phillips. 
"Their  leadership  appears  to  have  made  a 
decision  to  give  oil  development  a  very 
high  priority." 

Which  is  why  the  16-man  delegation 
spent  a  good  part  of  its  time  in  the  U.S. 
touring  oil  equipment  producers  like 
Dresser  Industries,  Hughes  Tool  Co., 
National  Supply  Co.,  Smith  Internation- 


al and  Texas  Instruments.  The  new  Japa- 
nese agreement  will  bring  China  around 
$6.5  billion  in  oil  revenue  this  year,  with 
the  total  progressively  rising  to  at  least 
$15  billion  by  the  early  Eighties.  While 
the  money  for  the  oil  will  come  from 
Japan,  much  of  it  will  eventually  find  its 
way  to  the  U.S  for  buying  oil  equipment 
and  technology.  So  far  the  Chinese  have 
bought  only  about  $150  million  worth  of 
U.S.  oil  equipment  over  the  past  five 
years,  but  the  ultimate  market  could  be 
in  the  billions — exploitation  of  oil  re- 
sources doesn't  come  cheap,  as  the 
Mexicans  are  learning.  Thus  again,  in  an 
indirect  way  Japanese  pressure  on  the 
dollar  could  be  greatly  eased. 

At  this  point,  Chinese  oil  production  is 
thought  to  run  around  1.8  million  barrels 
a  day,  in  line  more  or  less  with  second- 
rank  producers  like  Abu  Dhabi  or  Indo- 
nesia, and  in  contrast  with  the  U.S.'  8 


million  barrels  a  day  or  Saudi  Arabia's  9 
million.  But  China  has  barely  begun  as 
an  oil  producer.  Its  "credible"  reserve 
estimates,  as  Randall  Hardy  calls  them, 
range  from  about  20  billion  barrels  (two- 
thirds  of  the  U.S.')  to  about  100  billion 
barrels  (one-quarter  those  of  Saudi  Ara- 
bia s).  "The  foremost  fact  about  Chinese 
oil,"  says  Hardy,  a  Department  of  Ener- 
gy official  who  has  made  himself  expert 
in  Chinese  oil,  "is  that  we  don't  know 
much  that  we're  talking  about.  The  Chi- 
nese haven't  published  any  economic 
statistics  since  1960.  They  11  say,  'We 
produced  3.5  times  what  we  did  in  1965, 
which  is  fine  if  you  know  what  they 
actually  did  then." 

But  even  these  minimum  reserve  fig- 
ures would  suggest  that  China  has  the 
potential  to  expand  its  present  produc- 
tion dramatically.  Chairman  Hua  an- 
nounced not  long  ago  that  China  intend- 
ed to  develop  "ten  more  fields  as  big  as 
Taching"  by  the  year  2000,  and  Ta- 
ching — named  "Great  Celebration"  in 
honor  of  the  revolution's  tenth  anniver- 
sary— is  far  and  away  China's  biggest 
producing  field,  with  an  output  some 
experts  estimate  at  upwards  of  700,000 
barrels  a  day.  Many  outsiders,  including 
those  in  the  U.S.  Central  Intelligence 
Agency  and  the  Department  of  Energy, 
are  skeptical  of  China's  ability  to  come 
even  close  to  realizing  such  ambitions, 
but  Selig  S.  Harrison,  who  has  just  writ- 
ten an  exhaustive  study  of  Chinese  oil, 
China,  Oil  <b  Asia,  for  the  Carnegie  En- 
dowment for  International  Peace,  thinks 
they  have  a  "better  than  50-50  chance. 
According  to  Harrison,  "Peking  has 
boldy  embarked  on  a  crash  program  to 


push  this  level  upwards  as  rapidly  as  it 
can  and  has  correspondingly  started  to 
downgrade  the  relative  emphasis  given 
to  its  investment  in  other  spheres.  .  .  . 
The  unannounced  Chinese  target  is  400 
million  tons  (3  billion  barrels)  by  1990. " 
And  3  billion  barrels  annually  is  upwards 
of  8  million  barrels  a  day — about  what 
the  U.S.  produces  these  days  from  its 
declining  reserves  and  close  to  what 
Saudi  Arabia  currently  produces. 

In  the  past,  China's  oil  development 
has  been  slowed  by  political  consider- 
ations. The  Gang  of  Four,  Petroleum 
Minister  Kang  Shih-en  charged  last  year, 
purposefully  put  "politics  in  opposition  to 
professional  work  and  being  red  in  oppo- 
sition to  being  expert."  But  the  Hua 
regime  has  instead  begun  directing  Chi- 
na's economy  toward  rapid  development. 
As  a  party  newspaper  put  it  recently: 
"The  struggle  for  production  comes  be- 
fore the  class  struggle.  The  class  struggle 
should  be  made  to  promote  the  develop- 
ment of  the  national  economy." 

Most  of  China's  oil  production  cur- 
rently comes  from  a  group  of  fields  in  the 
Northeast — Taking,  Shengli  and  Ta- 
ching— which  is  perilously  close  to  the 
Soviet  border.  But  most  of  its  future 
production  will  have  to  come  from  the 
remote  provinces  of  the  West  where  pro- 
duction and  transportation  costs  are 
higher,  or,  more  likely,  from  the  more 
accessible,  more  easily  exploited,  but 
still  largely  unexplored  offshore  areas  in 
the  Po  Hai  Gulf  and  in  the  Yellow  and 
China  Seas.  Which  explains  China's  par- 
ticular interest  in  U.S.  technology  these 
days:  Nobody  is  more  experienced  than 
the  Americans  in  offshore  development. 

Western  oilmen  like  to  dream  of  mov- 
ing in  under  management  contracts  as 
they  have  all  over  the  rest  of  the  world, 
and  helping  the  Chinese  realize  their  oil 
potential.  But  nobody  seriously  believes 
that  is  likely  to  happen.  The  new  regime 
may  be  more  pragmatic  and  less  seclu- 
sive  than  the  old,  but  it  is  unlikely  to 
seriously  dilute  its  commitment  to  the 
Maoist  principle  of  self-reliance.  "Any- 
thing that  involves  foreign  equity,  prod- 
uct offtake  or  a  share  of  the  profits  on  a 
continuing  basis,"  says  Randall  Hardy, 
"would  be  considered  exploitative  and 
inconsistent  with  the  emphasis  on  self- 
reliance.  But  that  doesn  t  preclude  tech- 
nical assistance.  They  have  a  fair  number 
of  petroequipment  technicians — Euro- 
pean— not  only  selling  equipment  di- 
rectly but  going  over  there  and  giving 
assistance  on  how  it's  used." 

"The  Chinese  are  very  practical,  very 
pragmatic,"  says  Christopher  Phillips, 
who  suspects  that  the  Chinese  are  more 
flexible  than  Hardy  believes.  "Isn't  there 
some  way  they  could  agree  to  what 
amounts  to  foreign  participation  without 
actually  calling  it  that?  I'm  not  sure  this 
will  happen,  but  I  have  a  hunch  things 
may  be  moving  in  that  direction.  ■ 


". . .  By  trading  more  with  China,  Japan  could  reduce  its  need 
for  exports  to  the  West  and  its  dependence  on  Arab  oil.  The 
result  could  also  reduce  the  pressure  on  the  dollar . . ." 
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e  kit  that  will  move  you 
in  no  uncertain  terms,  to  a 
decisionona  company  airplane 


In  deciding  what  your  company 
should  do  about  the  rising  cost 
of  business  travel,  the  worst  de- 
cision is  indecision. 

Unfortunately,  getting  the 
information  you  need  to  make 
a  good  decision  can  be  very 
difficult. 

But  now,  in  one  comprehensive  kit,  you  can  get  all  the  information  you 
need  to  make  an  objective  initial  decision  on  the  fastest  growing  mode 
of  business  travel  today:  the  company  airplane. 

It's  the  Beechcraft  Business  Flying  Kit  and  it's  free.  All  you  have 
to  do  is  send  for  it. 

But  be  prepared  for  a  few  surprises  when  your  kit  arrives.  To 
begin  with,  you  won't  be  getting  just  another  pretty  piece  of  sales 
literature. 

Instead,  you'll  receive  a  straightforward,  easy-to-read  business- 
man's kit  designed  for  one  purpose.  To  help  you  make  a  realistic 
initial  evaluation  of  what  a  business  airplane  can  do  for  your  company. 
In  terms  of  time  savings,  fuel  savings,  and  overall  cost  efficiency. 

And  you'll  get  up-front  answers  to  the  real  questions  you  have 
about  a  company  airplane.  How  do  you  determine  the  need  for  one? 
What  financing  plans  are  available?  How  do  you  select  the  right  size 
aircraft? 

The  kit  even  helps  you  determine  the  net  capital  cost  to  your 
company  of  owning  a  business  airplane,  like  the  Beechcraft  Super 
King  Air  shown  here. 

The  Beechcraft  Business  Flying  Kit.  After  you've  read  it,  you'll 
have  a  good  idea  as  to  whether  or  not  a  business  airplane  is  right  for 
your  company  now. 

Send  for  it. 

f  Get  the  kit  that  will  inform  you,  excite  you,  and  chal- 
I  lenge  your  every  thought  on  business  travel.  Write  on 
I  your  company  letterhead  to:  Beech  Aircraft  Corporation, 
Dept.K,  Wichita,  Kansas  67201.  Ask  for  our  free  Beech- 
i  craft  Business  Flying  Kit,  and  please  mention  if  you're 
a  pilot.  If  you'd  rather  call,  make  it  collect  and  ask  for 


Art  Cross.  316-681-7080. 


|  '  '  Member  of  General  Aviation  Manufacturers  Association  7i 


The  jetprop  Beechcraft  Super  King  Air. 
The  world's  best  selling  turbine 
powered  corporate  aircraft.  It  can  carry 
8  to  15  people  in  unquestionable 
elegance  at  nearly  half  the  speed 
of  sound. 


Can  Carter  Get  The 
Civil  Service  To  Shape  lip? 

It  can  take  years  to  fire  a  federal  employee,  and  the  goof-off s 
among  them  get  the  same  annual  "merit"  raises  as  the  hard  workers. 
Like  several  recent  Presidents,  Jimmy  Carter  wants 
to  change  some  of  this.  Surprisingly,  he  has  a  good  chance  of  succeeding. 


By  PAUL  STURM 


Representative  Morris  Udall  (D- 
Ariz.)  is  one  of  Washington's  best- 
known  liberals.  Back  in  1962  he 
sponsored  legislation  that  changed 
the  way  government  employees  get 
paid.  It  gives  bureaucrats  annual 
"comparability"  raises  that  shield 
them  from  inflation.  Last  October, 
for  example,  the  increase  was  7%. 
Such  automatic  pay  hikes  have  helped 
boost  the  average  federal  salary  from 
$6,000  to  $16,250  over  the  past  15 
years — double  the  growth 
rate  for  wages  in  indus- 
try. To  boot,  federal  re- 
tirement benefits  are 
indexed  to  the  cost  of 
living — something  that 
would  bankrupt  private  pension  plans. 

Today,  however,  ask  this  particular  Santa 
Claus  about  the  civil  service,  and  he  rails  like 
Scrooge.  Says  Udall:  "Most  of  the  public  and  a  great 
chunk  of  Congress  believe  federal  workers  are  ineffi- 
cient, underworked  and  overpaid.  We'd  damn  well 
better  change  the  system  or  people  will  lose  all 
confidence  in  government." 

President  Carter  agrees  wholeheartedly.  In 
fact,  he  plans  to  make  comprehensive  civil 
service  reform  a  major  legislative  initiative 
of  1978.  His  proposal,  which  will  go  to 
Congress  soon,  is  perhaps  the  most  im- 
portant element  in  the  President's  gov- 
ernment reorganization  efforts.  Over 
the  past  year,  a  100-person  task  force  has 
developed  recommendations  for  Carter.  As 
the  details  of  the  package  quietly  emerge,  the 
outlook  for  real  change  is  surprisingly  good. 

The  Administration's  point  man  is  54- 
year-old  Alan  Campbell,  chairman  of  the 
three-man  Civil  Service  Commission.  A  re- 
spected political  scientist,  he  most  recently 
headed  Texas'  Lyndon  Johnson  School  of  Public 
Affairs  and  has  hundreds  of  former  students  in  top  federal 
posts.  Campbell  took  over  this  backwater  agency  with  definite 
ideas  about  reform. 

Certain  things,  however,  are  still  sacred — among  them  the 
comparability  pay  mechanism.  It  now  excludes  generous  gov- 
ernment retirement  benefits  from  salary  comparisons 
and  uses  a  national  wage  scale  that  overpays  bureau- 
crats in  the  hinterlands.  Nor  will  Uncle  Sam's  work 
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force  be  pared:  The  President  has  already  assured  the  govern- 
ment's 2.8  million  civilian  employees  that  no  one  will  lose  his 
job  because  of  reorganization.  Instead,  Campbell's  recommen- 
dations aim  at  getting  more  work  and  better  work  in  return  for 
Washington's  $48-billion  payroll. 

"The  basic  problem  with  federal  employment  is  that  there 
isn't  any  reward  or  penalty  system  to  motivate  workers," 
says  William  Conley,  director  of  compensation  at 
Honeywell,  Inc.  and  a  consultant  to  the  Adminis- 
tration personnel  task  force.  Consider  how  the 
present  system  encourages  laziness  and 
frustrates  hard  work: 

•  Most   government  employees 
are  eligible  each  year  for  3%  merit 
raises,  on  top  of  annual  wage 
boosts  that  link  their  salaries  to 
comparable  jobs  in  pri- 
vate   industry.  But 
merit  is  only  a  fiction. 
Regularly,  99%  of  all 
federal  workers  get 
the  satisfactory  rat- 
ings from  their  su- 
pervisors that  lead  to 
these  pay  increases. 

•  Almost   no  one 
on  the  public  payroll 
gets  fired.  In  1976, 
for    example,  just 
226  bureaucrats  lost 
their  positions  be- 
cause of  inefficien- 
cy.    Some  2,925 
more  were  booted 
out  for  various  oth- 
er    reasons — about 
0.1%  of  the  federal 
labor     force.  One 
economist  at  the  De- 
partment of  Housing 
&     Urban  Develop- 
ment,    for  example, 
spends  most  of  his  time 
writing   free-lance  arti- 
cles and  dares  his  supe- 
riors to  try  removing 
him.     So    far,  they 
haven't. 

I  n    the  govern- 
ment, it  is  usually 
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easier  for  a  boss  to  transfer  or  to  put  up  with  a  poor  performer 
than  to  fire  him.  That — and  22  other  prerogatives — are"ad- 
verse  actions."  They  trigger  a  complaint  process  with  nine 
appeals  bodies  and  seven  chances  for  hearings.  "Everything 
has  to  be  in  writing,  and  the  system  takes  so  long  that  most 
managers  just  say  the  hell  with  it,'  "  explains  one  agency 
personnel  chief.  Consider:  Late  in  1972  a  Navy  computer 
programmer  didn't  get  his  promotion.  He  wrangled  with  his 
supervisors  for  ten  months,  then  filed  a  formal  complaint.  He 
came  to  the  office  daily  but  refused  to  do  any  work.  Last  year — 
after  litigation  that  probably  cost  the  government  $100,000 — 
he  went  off  the  payroll.  But  his  case  is  still  in  court. 

Campbell's  own  Civil  Service  Commission — the  govern- 
ment's personnel  department — causes  much  of  this  delay.  An 
8,600-person  minibureaucracy,  it  administers  a  maze  of  stat- 
utes and  21  volumes  of  regulations.  Since  1958,  the  CSC  s 
ranks  have  grown  five  times  faster  than  total  federal 
employment. 

The  President  wants  to  abolish  the  commission.  In  its  place, 
a  streamlined  appeals  board  would  handle  disputes,  with  initial 
action  in  30  days.  Personnel  management  tasks  would  shift  to  a 
new  White  House  unit,  a  people-equivalent  of  the  Office  of 
Management  &  Budget. 

A  companion  proposal  creates  an  elite  corps  of  federal 
executives — perhaps  as  many  as  9,000 — that  could  be  trans- 


ferred among  departments  by  White  House  personnel  men. 
Top  bureaucrats  who  opt  to  join  this  Senior  Career  Service 
would  lose  some  job  protection,  but  there  would  be  offsetting 
advantages:  eligibility  for  the  best  assignments,  mobility  (95% 
of  all  federal"  executives  now  spend  their  entire  careers  in  the 
same  office)  and  annual  performance  bonuses  that  could  raise 
base  salaries  by  20%.  Maximum  present  pay  is  $47,025. 

Generally,  good  government  employees  like  these  changes, 
which  substitute  rank-in-man  for  rank-in-job.  "I'm  frustrated  as 
hell  where  I  am,"  says  a  $32,000-a-year  financial  analyst. 
"Outside  the  government,  big  organizations  always  move  peo- 
ple around."  Echoes  a  young  economist:  "Now  the  really  good 
jobs  go  to  political  appointees.  With  a  corps  of  senior  execu- 
tives, that  might  change." 

Creating  a  high-level  federal  management  cadre  isn't  a  new 
idea.  In  1955  it  was  the  major  recommendation  of  the  second 
Hoover  commission.  Bichard  Nixon  proposed  it  again  in  the 
early  Seventies.  Both  times,  however,  Democrats  in  Congress 
were  skeptical  of  Bepublican  presidents.  Jimmy  Carter  doesn't 
have  that  problem. 

Better  personnel  policies,  too,  are  something  the  govern- 
ment sorely  needs.  Instead  of  up-or-out,  the  bureaucratic 
pattern  is  more  typically  "up-and-out-of-the-way,"  since  ad- 
vancement is  the  easiest  technique  to  remove  deadwood  from 
an  organization.  When  fledgling  entities  are  staffed  up,  inept 


Politics  Or  Practicality? 


Bichard  Nixon  became  Presi- 
dent after  eight  years  of  govern- 
ment growth  and  Democratic 
rule.  His  aides  worried  that  the 
bureaucracy  had  been  "packed" 
against  them,  and  to  help  gain 
control  over  federal  employees 
they  wrote  a  frank  personnel 
manual  that  they  quietly  circulat- 
ed to  key  political  appointees.  A 
primer  on  how  to  get  around  civil 
service  safeguards — legally  and  il- 
legally— the  113-page  document 
has  an  eerie  tone.  But  it  is  a 
cogent  explanation  of  how  the 
government's  employment  system 
really  works  Carter  staffers  re- 
portedly asked  for  copies  during 
their  transition  planning.  Below 
are  excerpts  from  the  section  enti- 
tled "Techniques  for  Bemoval 
Through  Organizational  or  Man- 
agement Procedures": 
A.  Individual  Techniques 

(a-1)  Frontal  Assault 

You  simply  call  an  individual 
in  and  tell  him  he  is  no  longer  wanted.  Caution:  This 
technique  should  only  be  used  on  the  timid  at  heart  by 
those  with  a  giant  ego.  It  is  extremely  dangerous,  and  the 
very  fact  of  your  conversation  can  be  used  against  the 
Department. 

(a-2)  Transfer 

By  carefully  researching  the  background  of  the  pro- 
posed employee-victim,  one  can  always  establish  that  geo- 
graphical part  of  the  country  and/or  organizational  unit  to 
which  the  employee  would  rather  resign  than  obey  and 
accept  transfer  orders.  It  is  always  suggested  that  the 
transfer  be  accompanied  by  a  promotion. 

(a-3)  Special  Assignment  (The  Traveling  Salesman) 
This  is  especially  useful  for  the  family  man  and  those 
who  do  not  enjoy  traveling.  Let  us  assume  that  our  employ- 


He  Beat  The  System:  To  Nixon  aides, 
civil  service  control  was  "the 
difference  between  ruling  and  reigning." 


ee  is  a  program  analyst  with  the 
Department  of  Transportation. 
You  immediately  discover  high- 
level  interest  in  creating  a  pro- 
gram to  meet  the  transportation 
needs  of  all  U.S.  cities  and  towns 
with  a  population  of  20,000  and 
under.  You  hand  your  chosen  ex- 
pert a  promotion  and  his  new  as- 
signment. [He]  is  given  extensive 
travel  orders  crisscrossing  him 
across  the  country.  Until  his  wife 
threatens  him  with  divorce  unless 
he  quits,  you  have  him  out  ...  of 
the  way.  When  he  finally  asks  for 
relief,  you  tearfully  reiterate  the 
importance  of  the  project  and  [re- 
mind him  that]  failure  to  obey 
travel  orders  is  grounds  for  imme- 
diate separation. 

B.  The  Layering  Technique 
This  technique  requires  at 
least  the  temporary  need  for  addi- 
tional slots.  In  all  likelihood  the 
[layered  over  employees]  will 
probably  end  up  resigning  out  of 

disgust  and  boredom. 

C.  Shifting  Responsibilities  And  Isolation 

This  is  a  classic  organizational  technique  first  intro- 
duced by  President  Franklin  Boosevelt.  Its  purpose  is  to 
isolate  and  bypass  an  entire  organization.  [It]  entails  the 
setting  up  of  a  parallel  organization  to  the  one  already  in 
existence  and  giving  that  new  organization  most  of  the  real 
authority  that  was  previously  vested  in  the  old  organization 
it  parallels. 

D.  New  Activity 

[This  involves]  the  creation  of  an  apparently  meaning- 
ful, but  essentially  meaningless,  new  activity  to  which 
employee-victims  are  transferred.  This  technique  is  de- 
signed to  provide  a  single  barrel  into  which  you  can  dump  a 
large  number  of  widely  located  bad  apples. 
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reaucrats  Are 


State  and  local  government  payrolls  have  revenue-sharing  and  other  money  from 
grown  faster  than_  the  federal  govern-  Washington,  which  now  amount  to  20%  of 
ment' 


venues . 


. . .  But  with  the  important  ex- 
ception of  the  Defense  Depart- 
ment, the  federal  bureaucracy 
continues  to  grow.  Any  shrink- 
age may,  in  a  given  case,  be 
more  apparent  than  real.  The 
Commerce  Department,  for  ex- 
ample, is  down  overall,  but 
many  of  its  functions  have  sim- 
ply been  transferred  elsewhere. 
New  entities,  like  the  12,400- 
person  Environmental  Protec- 
tion Agency,  have  grown  fast. 
At  right,  the  ten  largest. 


DEFENSE 
I  POSTAL  SERVICE 
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A  Chinese  Mandarin 


Frederick  the  Great 


President  Andrew  Jackson 


The  question  of  government  jobs — who 
gets  them  and  what  the  salaries  should 
be — has  always  been  a  sensitive  political 
issue.  Early  U.S.  presidents  all  had  an 
aristocratic  bent,  and  the  small  cadre  of 
federal  civil  servants  under  them  were 
upper-class  gentlemen  who  kept  their 
positions  whoever  was  in  power. 

Commoner  Andrew  Jackson  rocked 
the  boat,  replacing  919  bureaucrats — 
10%  of  the  government — when  he  took 
office  in  1829.  That  was  just  the  begin- 


ning: With  easy  railroad  access,  40,000 
job-seekers  swarmed  to  the  Capital  after 
William  Henry  Harrison's  election  12 
years  later.  He  couldn't  take  the  pres- 
sure, and  died  three  weeks  after  his 
inauguration. 

Filling  the  federal  payroll  became  a 
major  presidential  chore,  and  the  result- 
ing spoils  system  was  justified  under  a 
crude  "rotation  theory."  Government 
work  was  simple  and  not  too  demanding, 
the  logic  ran;  so,  better  to  spread  the 


The  Spoils  System 

gravy  around  rather  than  use  it  as 
sinecure  for  respectable  but  unambitio 
gentlemen. 

By  1881,  however,  a  reform  tide  v\ 
swelling.  Charles  Guiteau,  a  supplica 
who  had  been  banished  from  the  Whi 
House  grounds,  shot  President  Jam 
Garfield.  Two  years  later,  Congre 
passed  a  civil  service  law  requiring  c 
animations  for  appointment  and  taki 
control  of  the  federal  work  force  aw 
from  the  politicians.  Its  historical  am 


workers  are  typically  "promoted"  into  them.  The  1,000-person 
Consumer  Product  Safety  Commission,  for  example,  is  one  of 
the  Capital's  newest  and  most  criticized  agencies — but  it  also 
has  the  highest  average  salary,  almost  $20,000. 

Giving  the  President  more  personnel  authority,  of  course, 
conflicts  with  the  goal  of  taking  public  service  out  of  politics. 
But  similar  moves  are  being  made  elsewhere.  Last  fall  Wiscon- 
sin, long  a  progressive  state,  abolished  tenure  for  39  high-level 
posts  and  gave  line  managers  expanded  discretion  to  hire  and 
promote  within  its  50,000-person  work  force.  "The  civil  service 
began  as  a  negative  system  to  end  patronage,"  says  Dennis 
Dresang,  staff  director  of  Wisconsin's  employee  relations  study 
commission.  "Back  then,  the  idea  of  positive  personnel  man- 
agement didn't  exist." 

The  Administration  also  plans  to  seek  two  more  controversial 
changes.  By  law,  veterans  today  get  a  minimum  five-point 
bonus  on  100-point  federal  entrance  examinations.  Since  there 
were  1.6  million  applicants  for  160,000  government  jobs  last 
year,  this  bonus  helps  considerably.  So  does  another  protec- 
tion: Whenever  a  former  military  man  is  among  the  top  three 
candidates  for  a  federal  post,  hiring  officials  cannot  reject  him 
for  a  nonveteran.  As  a  result,  half  of  all  federal  workers  are 
veterans,  though  they  comprise  just  22%  of  the  labor  force. 

Military  organizations  obviously  don't  want  these  benefits 
curbed,  but  blacks  and  women's  groups  do.  "This  is  not  a 
matter  of  giving  special  preference  to  minorities,"  Campbell 
says.  "Many  of  our  registers  are  simply  clogged  with  veterans 
that  the  agencies  don't  want  to  hire.  "  Carter  will  probably  push 
to  limit  the  preference  to  a  five-year  period  after  a  veteran 
leaves  the  military. 


Another  attempt  to  give  government  managers  more  flexibil- 
ity is  a  scheme  to  extend  the  time  between  automatic  "merit" 
pay  raises — at  least  for  150,000  middle-  and  upper-level  bu- 
reaucrats. This  makes  funds  available  for  annual,  nonautomatic 
bonuses.  Similar  to  many  corporate  plans,  supervisors  would 
have  a  pool  of  money  to  divvy  up  among  their  underlings,  with 
safeguards  to  insure  that  everyone  doesn't  get  the  same 
amount  and  that  underperformers  receive  nothing.  "The  idea 
is  to  force  our  people  to  get  in  there  and  manage,"  explains  one 
White  House  staffer. 

Many  federal  workers  favor  such  rewards,  but  public  em- 
ployee unions  and  veterans  groups  are  a  tough  coalition  against 
civil  service  reform.  Now,  however,  Administration  officials 
are  courting  labor  leaders,  who  represent  60%  of  all  federal 
employees.  Government  unions  already  favor  splitting  up  the 
Civil  Service  Commission",  whom  they  now  see  as  both  em- 
ployer and  judge.  "It's  a  little  like  J.  P.  Stevens  sending  in  their 
controller,  the  vice  president  of  labor  relations  and  some  guy 
from  the  personnel  office  to  handle  a  union  complaint,"  says 
Kenneth  Bla\  lock,  president  of  the  285,000-member  American 
Federation  of  Government  Employees. 

But  in  return  for  supporting  the  overall  changes,  the  unions 
can  be  expected  to  demand  concessions. 

Today,  they  negotiate  with  Uncle  Sam  under  the  terms  of  an 
executive  order  issued  in  1962  that  could  be  repealed  immedi- 
ately by  any  President.  Union  leaders  would  dearly  love  to  see 
their  status  protected  by  law,  a  concession  that  would  hardly 
hurt  the  government.  At  the  same  time,  labor  wants  expanded 
bargaining  power.  Aside  from  lobbying  in  Congress,  union 
jurisdiction  extends  now  only  to  working  conditions.  "Things 
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rsident  William  Henry  Harrison 


Guiteau  Shooting  President  Garfield 


Postmaster  General  James  Farley 


i/as  It  Better? 

lents:  Lawmakers  studied  China's 
npetitively  chosen  Mandarins,  stan- 

i  d-bearers  of  the  Confucian  culture, 

<d  Frederick  the  Great's  Prussian  ad- 
listrators,  loyal  to  the  state  rather 

j  n  to  a  specific  ruler. 
it  first  the  civil  service  system  cov- 

id  only  10%  of  all  government  work- 
.  But  this  had  risen  to  80%  by  Frank- 
Roosevelt's  election — largely  because 
>arting  chief  executives  regularly  ex- 
ded  tenure  to  their  own  appointees. 


Then,  however,  the  spoils  system  briefly 
reemerged  under  Postmaster  General 
James  Farley  during  the  New  Deal's  vast 
expansion  of  the  federal  bureaucracy. 
Worried  lest  the  noncivil  service  40%, 
now  so  numerous,  might  be  turned  into 
a  solid,  pro-New  Deal  voting  bloc,  Con- 
gress passed  the  Hatch  Act,  which  bans 
political  activity  by  government  employ- 
ees and  aims  to  shield  them  from  coer- 
cion by  their  supervisors.  The  spoils  sys- 
tem was  thenceforth  dead,  but  so  was 


effective  control  by  elected  officials  over 
a  fast-swelling  bureaucracy.  The  pendu- 
lum had  swung  all  the  way  in  the  other 
direction. 

Now  the  pendulum  is  moving  in  the 
opposite  direction.  Reformers  want  to 
expand  the  president's  power  over  the 
bureaucracy  to  make  government  more 
responsive.  And  federal  workers — 
pushed  by  their  unions — want  the  right 
to  participate  in  politics,  not  protection 
from  their  bosses.  — P.S. 


j  .  like  dress  codes  and  shift  schedules,"  grouses  one  official,  "not 
j  real  bucks  like  the  s teel workers.  ' 

|      Though  bargaining  could  be  broadened  to  buy  support  for 

I  civil  service  reform,  no  one  in  the  Administration — and  few 
j|  congressmen — favor  giving  government  unions  the  right  to 
Ji  negotiate  over  wages.  Postal  workers  have  had  this  authority 
,1  since  their  1970  strike,  and  now  salaries  for  equivalent  postal 
i  positions  are  30%  higher  than  those  of  other  federal  jobs.  As  a 
|  result,  payroll  costs  have  jumped  from  80%  to  85%  of  total 
J  Postal  Service  operating  expenses. 

Federal  unions  also  prefer  third-party  grievance  arbitration 

II  to  the  present  appeals  process.  Such  a  system,  like  those  in 
1  private  industry,  would  be  paid  for  equally  by  labor  and 
I  management.  This  saves  tax  dollars,  since  just  the  initial 
1  appeals  stage  costs  Uncle  Sam  $600  per  complaint.  But  to 
i  finance  arbitration,  federal  unions  want  to  compel  payment  of 
M  dues.  Now  only  about  40%  of  federal  employees  belong  to  the 

|  unions  that  represent  them. 

Yielding  little  to  labor,  however,  the  Administration  may  still 
sell  its  civil  serv  ice  package.  Like  Mo  Udall,  few  members  of  the 
House — where  public  employe  lobbies  are  traditional!) 
strongest — will  defend  the  bureaucracy.  "Everyone  thinks  I'm 
standing  in  the  way,  but  I  won't  be  a  roadblock,"  says  Repre- 
sentative Gladys  Spellman  (D — Md.),  who  chairs  a  key  subcom- 
mittee and  probably  represents  more  federal  workers  than  any 
other  lawmaker.  "The  average  government  employee  thinks 
he's  fairly  competent  and  won't  be  threatened  by  change,"  adds 
her  colleague  Representative  Herbert  Harris  (D — Va.).  Also, 
Congress  can't  ignore  a  pro-reform  coalition  ranging  from  Ralph 

j  Nader  to  the  National  Association  of  Manufacturers. 


Even  if  the  Carter  legislation  passes,  will  it  make  any 
difference?  Most  personnel  experts  contend  that  public  em- 
ployees are  hard  to  motivate.  Federal  work  resembles  corpo- 
rate staff  positions.  "Motivating  these  people  is  a  battle  for 
Exxon  and  IBM  too,"  says  psychologist  Edward  Lawler.  "The 
government  simply  has  lots  of  jobs  where  it's  tough  to  measure 
performance." 

In  addition,  bureaucracy,  with  its  protean  ways,  usually 
manages  to  defeat  all  attempts  at  change.  When  the  Depart- 
ment of  Health,  Education  &  Welfare  last  year  discovered  that 
20%  of  its  157,000  positions  were  overgraded,  did  it  demote 
the  oveipaid  workers?  Quite  the  contrary.  It  engineered  in- 
stead a  three-year  freeze  on  downgrading.  And  despite  public- 
ity about  a  25%  cut  in  the  Defense  Secretary's  2,065-person 
staff,  only  about  65  employees  will  actually  go  off  the  govern- 
ment payroll. 

Yet  clamor  remains.  People  who  work  hard  for  their  money 
are  tired  of  being  taxed  to  support  a  system  that  rewards 
people  who  don't  work  very  hard  or  very  effectively  and  stifles 
those  who  do.  Alan  Campbell,  the  new  Civil  Service  chairman, 
puts  it  well:  "The  public  has  always  thought  of  government 
employees  as  committed  individuals,  but  there  used  to  be  the 
attitude  that  even  if  they  weren't  particularly  good  we  owed 
them  something  because  they  were  underpaid.  Suddenly,  it's 
dawned  on  the  country  that — except  at  the  very  top — these 
jobs  pay  just  as  well  as  private  industry.  People  will  simply  no 
longer  tolerate  the  kind  of  performance  and  service  they  are 
used  to  receiving." 

So,  there  will  be  reform.  Whether  it  will  change  anything 
remains  to  be  seen.  ■ 
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Sign  Of  The  Times 

Smoking  marijuana  is  illegal;  selling  paper  to  wrap 
it  in  is  not.  Result:  a  couple  of  smart  young  New  Yorkers  get  rich. 


Smoking  marijuana  is  illegal.  Catering 
to  the  needs  of  the  U.S.'  estimated  15 
million  regular  pot  smokers,  however, 
can  be  perfectly  legal.  (Nobody  went  to 
jail  for  making  bottles  during 
prohibition.) 

For  two  New  Yorkers,  Burton  Rubin, 
31,  and  Robert  Stiller,  34,  helping  others 
to  turn  on  neatly  has  become  a  highly 
lucrative  enterprise.  They  peddle  E-Z 
Wider  cigarette-wrapping  papers. 
Launched  in  1972,  their  brand  has 
soared  in  sales  to  almost  70  million  book- 
lets annually.  According  to  Rubin,  that 
puts  it  ahead  of  R.J.  Reynolds'  Top  but 
trailing  U.S.  Tobacco's  ZigZag,  the  long- 
time favorite  of  roll-your-own  smokers. 

Cigarette  paper?  Who  is  kidding 
whom?  At  retail,  sales  of  cigarette  wrap- 
pers are  now  estimated  as  high  as  $200 
million,  up  fourfold  in  the  past  five 
years.  Says  Stiller:  "No  question  about 
it,  the  growth  is  basically  from  the  mari- 
juana market. " 

Last  year  their  Robert  Burton  Associ- 
ates netted  around  $400,000  on  nearly 
$7-million  sales — a  6%  return  on  what 
used  to  be  virtually  a  commodity  item. 
In  1978  sales  could  top  $9  million.  "We 
make  nearly  33%  on  our  $1.2-million  net 
worth,"  says  Stiller,  a  former  data  pro- 
cessing manager  at  Columbia  Universi- 
ty. Heady  stuff  considering  their  initial 
investment  made  only  six  years  ago 
amounted  to  barely  $10,000. 

This  isn't  your  typical  hippie  business. 


True,  Stiller  sports  longish  hair  and  nei- 
ther he  nor  Rubin,  a  former  metals  trad- 
er with  a  unit  of  IMC  Corp.,  regularly 
wear  ties  or  suits  to  the  office.  But  they 
are  businesslike.  "We  have  Ernst  & 
Ernst  as  our  auditors,"  says  Stiller, 
proudly  displaying  a  Basic  Four  comput- 
er that  handles  the  monthly  accounts  for 
their  1,500  wholesale  and  retail  custom- 
ers including  several  of  Southland 
Corp.'s  7-Eleven  convenience  stores. 

Their  start  came  through — uh — mar- 
ket research.  Noticing  that  university 
students  would  lick  and  stick  together 
two  pieces  of  wrapping  paper  before 
they  rolled  a  "joint,"  they  set  out  to 
develop  a  less  cumbersome  method. 
Their  solution,  absurdly  simple,  was  to 
double  the  paper  width  to  80  millime- 
ters. The  name  they  chose  gave  them  a 
free  ride  on  the  popular  movie. 

The  tough  part  was  convincing  the 
ultraconservative  producers  to  make 
wrappers  to  their  specification  on  a  con- 
tract basis.  Fourteen,  including  Kimber- 
ly-Clark's  Peter  Schweitzer  division,  flat- 
ly refused.  Eventually,  after  a  year  of 
negotiations,  a  Spanish  manufacturer 
shipped  a  consignment  against  a  letter  of 
credit  backed  by  most  of  their  cash. 

"We  sold  the  wrappers  immediately," 
recalls  Rubin,  who  like  Stiller  wisely 
maintained  his  old  job  until  their  busi- 
ness got  off  the  ground.  "It  was  from  the 
start  a  demand  market.  Supply  was  al- 
ways our  problem." 


Rubin  And  Stiller:  By  showing  marijuana  smokers  a  neater  way  to  roll  "joints,"  and 
by  savvy  marketing,  they've  made  a  tidy  bundle  of  cash  out  of  cigarette  wrappers. 


That  changed  in  1975  when  Miquel  y 
Costas  &  Miquel,  Spain's  largest  ciga- 
rette papermaker,  invested  $300,000  in  a 
joint*  manufacturing  operation  with  Ru- 
bin and  Stiller,  in  New  York.  On  their 
side  Rubin  and  Stiller  put  in  a  like  value 
of  equipment  and  inventory  financed 
with  loans  from  Chase  Manhattan  plus 
$65,000  borrowed  from  relatives.  The 
high-margined  marketing  operation  they 
kept  for  themselves. 

A  booklet  containing  50  sheets  that 
costs  Rubin  and  Stiller  about  6  cents  to 
produce,  wholesales  for  10  cents  to  11 
cents  and  typically  retails  around  39 
cents.  Some  outlets,  such  as  the  drug- 
store at  New  York's  Plaza  Hotel,  charge 
60  cents  a  booklet. 

Inevitably,  competition  is  increasing. 
Many  conventional  makers  now  supply 
papers  in  a  variety  of  widths  (double, 
IV2,  114  and  the  standard  40  mm.)  and 
tastes  (strawberry,  wheat  and  menthol). 
Even  staid  U.S.  Tobacco  markets  papers 
in  psychedelically  colored  packages.  Last 
year  E-Z  Wider  spent  $500,000  on  ad- 
vertising, mainly  on  radio,  and  spon- 
sored a  Mini-Indy  race  car.  However, 
the  popularity  of  double-width  papers 
could  be  waning. 

It  is  easy  to  see  why.  In  1970,  1  ounce 
of  marijuana  fetched  $15  in  California; 
today  1  ounce  can  change  hands  in  New 
York  for  over  $50.  Fat  joints  are  out.  Too 
much  paper  ruins  the  smoke.  The  dou- 
ble width  is  redundant.  "The  rate  of  sales 
growth  could  be  slowing,"  admits  Rubin, 
who  worries  that  President  Carter  will 
one  day  legalize  marijuana,  opening  the 
door  for  the  big  cigarette  manufacturers. 

So  Rubin  and  Stiller  are  doing  what 
other  savvy  businessmen  would  do  in  the 
face  of  a  maturing  industry.  They  re  wid- 
ening their  product  line  with  a  hand- 
rolling  device  and,  last  November,  a  wa- 
ter pipe  designed  by  a  moonlighting  Po- 
laroid Corp.  engineer  with  expensive 
molds;  it  retails  for  $14.95,  far  above 
what  marijuana  pipe  smokers  are  accus- 
tomed to  pay.  Pointing  to  a  crisply  de- 
signed package  that  would  do  credit  to  a 
Clairol  hair  dryer,  Rubin  says,  "We  are 
going  beyond  Greenwich  Village.  We're 
after  the  middle-class  suburban  market. 
That's  where  the  growth  is.'  ■ 

*No  pun  intended. 
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Pricing  Putdown 


Will  it  be  "black  days  ahead"  for  multinationals  in  Europe? 


Fruit  divi- 


"This  is  the  very  first  time  the  Com- 
mon Market  has  challenged  the  entire 
European  pricing  structure  of  a  major 
multinational,"  says  Johannes  Klitsie  in 
Rotterdam.  Klitsie,  senior  vice  presi- 
dent-international (United 
sion)  of  U.S.  food  combine 
United  Brands,  was  refer- 
ring to  the  recent  Europe- 
an Economic  Community's 
charges  that  UB  had  seri- 
ously overpriced  bananas 
in  West  Germany,  Bel- 
gium, Luxembourg  and 
Denmark,  abusing  a  "domi- 
nant position." 

Bananas  may  be  just  the 
beginning.  Last  month  the 
EEC  accused  Britain's  $1.5- 
billion-sales  Distillers  Com- 
pany Ltd.  of  overcharging 
continental  customers  for  its 
Scotch  whisky  as  compared 
with  the  British  home  mar- 
ket. Distillers  spokesmen 
reply  angrily  that  the  Brus- 
sels bureaucrats  might  bet- 
ter have  started  with  dis- 
criminatory continental  tax- 
ation. The  taxes  on  a  bottle 
of  Scotch  whisky  in  France, 
they  claim,  are  higher  than 
the  entire  retail  price  of  a  bottle  of 
French  rum. 

But  Klitsie  warns  that  the  new  EEC 
interest  in  multinational  pricing  is  no 
laughing  matter.  "We  couldn't  take  it 
more  seriously,"  he  says.  Despite  a 
sharply  critical  EEC  opinion  against  UB 
at  the  end  of  1975,  and  an  openly  hostile 
turndown  of  UB's  appeal  at  the  urging  of 
the  Court's  Advocate  General  in  Novem- 
ber, Klitsie  still  hopes  for  mercy  when 
the  European  Court  delivers  its  final 
judgment  soon.  If,  however,  the  Court 
adopts  the  language  and  reasoning  of  the 
Advocate  General,  as  frequently  hap- 
pens in  such  cases,  then,  Klitsie  con- 
cedes, "Big  companies  are  going  to  have 
a  very  difficult  time — it  is  going  to  be 
black  days  ahead. " 

In  its  initial  opinion  the  EEC  Com- 
mission charged  UB  with  abusing  its 
dominant  position  by  requiring  its  dis- 
tributor ripeners  not  to  resell  bananas 
while  still  green;  by  charging  excessive 
and  dissimilar  prices  for  Chiquita-brand 
bananas  in  different  countries;  and  by 


refusing  to  supply  Chiquita  bananas  to 
Danish  distributor  Th.  Olesen  A/s.  The 
Commission  then  imposed  a  $l-million 
fine  and  demanded  that  UB  tell  all  dis- 
tributors they  could  resell  green  ba- 
nanas, lower  its  prices  by  at  least  15% 


beiow  the  December  1975  levels 
charged  in  Denmark  and  Germany,  and 
for  the  next  two  years  notify  the  Com- 
mission every  six  months  of  prices 
charged  in  six  selected  European  coun- 
tries. UB  appealed. 

A  dominant  position?  United  Brands 
has  a  28%  market  share  of  total  world 
banana  exports,  compared  with  21%  for 
Castle  &  Cooke  and  12%  for  Del  Monte. 
But  while  UB  has  lost  ground  in  the  U.S. 
to  Castle  &  Cooke,  it  still  enjoys  a  40% 
market  share  in  the  EEC  and  a  45% 
share  in  the  countries  named.  Is  that 
dominant? 

Well,  says  the  EEC,  it  is  if  it  means 
UB  can  act  without  thinking  much  about 
purchasers,  suppliers  or  competitors, 
which  (says  the  EEC)  it  clearly  can  if  it 
charges  Danish  customers  up  to  2.4 
times  as  much  as  it  charges  Irish 
customers. 

Easy  to  explain,  replies  Klitsie.  "Since 
the  wholesalers  have  a  virtual  monopoly 
in  Ireland  [there  are  only  two  importers 
in  Ireland,  who  effectively  divide  the 


import  market  between  them],  they  can 
maintain  an  average  price  52  weeks  a 
year,"  he  says.  "The  other  markets  show 
a  strong  seasonal  variation.  If  you  look  at 
Ireland  vis-a-vis  the  German  market 
right  now,  you'll  probably  find  that  Irish 
prices  are  twice  as  high  as 
German  prices." 

Ah,  retorts  the  EEC,  but 
UB  has  consistently  charged 
higher  prices  (before  trans- 
port charges  and  custom  du- 
ties) in  Belgium,  Luxem- 
bourg and  the  Netherlands 
versus  Germany  and  Den- 
mark— prices  ranging  from 
16%  higher  to  54%  higher 
from  1971  to  1974,  despite 
broadly  comparable  market- 
ing conditions.  That,  says 
the  Commission,  "cannot  be 
objectively  justified. " 

United  Brands  does  not 
deny  the  price  differentials. 
And  it  asks:  Since  when  is  it 
an  abuse  if  a  "dominant" 
company  does  not  create  a 
single  market  out  of  existing 
national  markets?  "The 
Commission's  underlying 
conviction  in  this  case — that 
a  Common  Market  must 
lead  to  one  single  price  everywhere — is 
based  on  misunderstanding  of  economic 
phenomena.  True,  it  is  admitted  in  eco- 
nomic theory  that  under  pure'  or  'per- 
fect competition'  the  operation  of  the 
market  would  lead  to  one  price.  But  as 
everybody  knows,  'perfect  competition' 
only  exists  in  textbooks,  and  this  is  the 
reason  why  'workable  competition'  has 
been  chosen  as  the  objective  of  competi- 
tion policy.  In  a  workably  competitive 
market,  prices  should  not  be  expected  to 
be  identical  everywhere  due  to  a  num- 
ber of  market  imperfections  beyond  any 
single  company's  control,  such  as  inertia, 
commitments  to  local  customers,  perish- 
ability of  the  produce,  varying  tastes, 
geography,  etc." 

UB  also  exhibited  its  dominant  posi- 
tion, the  EEC  continues,  by  forbidding 
its  other  distributors  to  supply  green  UB 
bananas  to  Danish  distributor  Olesen 
after  UB  stopped  dealing  with  him  in 
October  1973.  Even  though  Olesen  had 
just  landed  exclusive  distribution  rights 
for  Dole  bananas,  UB's  action  hurt  be- 
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cause  it  meant  Olesen  couldn't  fill  his 
costly  ripener  plant — built  to  fulfill  UB's 
exacting  quality-control  standards. 

The  green-banana  clause,  instituted 
coincidentally  with  the  launching  of  Chi- 
quita-brand  bananas  in  1967,  was  de- 
signed to  ensure  proper  quality  to  cus- 
tomers for  the  highly  perishable  fruit, 
UB  replies.  Olesen  wasn't  hurt  much 
because  bananas  account  for  only  20%  of 
his  business.  He  could  get  as  much  as  he 


wanted  from  Dole.  If  perhaps  he  had 
been  trying  to  supplant  Chiquitas  with 
Doles  then,  he  wasn't  doing  it  anymore 
because  Olesen  was  back  doing  business 
with  UB  again  and  had  dropped  his,  com- 
plaint to  the  Commission. 

Just  a  battle  of  the  breakfast  bowl? 
Laugh  not  at  the  afflictions  of  United 
Brands,  because  it  may  well  happen  to 
other  U.S.  multinationals — for  reasons 
better  or  poorer.  "When  I  listen  to  the 


Advocate  General  and  the  EEC  Com- 
mission," says  Klitsie,  "I  feel  they  have 
strong  feelings  about  transfer  pricing* 
which  with  our  setup  we  don't  have.  I 
think  they  very  much  want  to  set  up  a 
sort  of  price  commissariat.  "  ■ 


*Divisions  of  multinationals  in  different  coun- 
tries bill  one  another — sometimes  at  artificial- 
ly high  or  low  prices  in  order  to  shift  profits 
where  taxes  are  most  favorable. 


As  Good  As  In? 


The  French  seem  determined  to  have  one  of  their 
own  as  the  next  head  of  the  International  Monetary 
Fund.  It  now  looks  likely  they  will  get  their  wish. 


The  French  have  pulled  a  fast  one  on 
some  other  countries.  After  the  neatest 
footwork  seen  in  years  in  international 
monetary  circles,  it's  now  all  but  certain 
that  the  next  chief  of  the  International 
Monetary  Fund  will  be  Jacques  de  Laro- 
siere, 48,  head  of  the  French  treasury. 

De  Larosiere  can  start  packing  his 
bags  and  making  plans  about  what  he  is 
going  to  do  with  the  $60,000  aftertax 
income  and  lavish  expenses  that  he  will 
be  enjoying  in  Washington.  After  all,  he 
has  the  private  support  of  the  Americans 
and  the  British,  Germans,  Japanese  and 
Saudi  Arabians  to  take  over  from  the 
much-praised  Johannes  Witteveen  when 
the  Dutchman  leaves  office — for  family 
reasons — this  summer. 

There  is  only  one  remaining  snag.  To 
the  annoyance  of  his  backers,  it  seems 
that  many  middle-income  and  develop- 
ing countries  have  little  appetite  for  a 
conservative  Frenchman — who  might  be 
too  tight-fisted  with  loans — telling  them 
how  to  run  their  economies.  For  a  long 
time,  too,  Italy  was  reluctant  to  endorse 
the  Frenchman,  especially  as  Italy  will 
have  continuing  needs  for  fund  money. 
De  Larosiere's  only  serious  rival  was 
Holland's  recently  fired  finance  minis- 
ter, Wim  Duisenberg,  who  had  been 
promoting  himself  for  the  IMF  post.  But 
a  number  of  diplomats  had  tactfully  told 
Duisenberg  that  he  was  making  a  nui- 
sance of  himself  and  it  would  be  best  all 
around  if  he  bowed  out.  Last  month  he 
did  so.  Other  candidates  might  make  a 
bid  at  the  last  minute,  and,  of  course,  the 
longer  it  takes  to  get  agreement,  the 
harder  it  may  become  to  keep  everyone 
in  line.  Barring  some  extraordinary 
event,  de  Larosiere  is  in. 

There  are  mixed  feelings  at  the  IMF 
about  the  Frenchman.  Some  officials  ac- 
knowledge that  the  career  bureaucrat 
has  broad  administrative,  political  and 


economic  experience  and  is  a  skilled  ne- 
gotiator. On  the  other  hand,  he  can  be 
vain,  pompous  and  long-winded:  the  an- 
tithesis of  the  departing  Witteveen. 

Even  de  Larosiere's  western  backers 
are  concerned  by  his  allegiance  to  his 
friend  and  political  mentor,  French 
President  Giscard  d'Estaing.  Some  wor- 
ry privately  that  in  a  post  demanding 


independence  and  nonpartisanship  he 
may  be  influenced  by  French  interests — 
a  worry  magnified  by  his  lack  of  interna- 
tional stature. 

Since  World  War  II,  the  IMF  has  been 
guardian  of  the  world's  monetary  system, 
supervising  exchange  rates  and  providing 
loans  to  member  countries — mostly  on 
strict  terms  of  repayment.  Private  com- 
mercial bankers,  who  now  bear  the  brunt 
of  balance-of-payments  financing,  often 
follow  the  IMF's  lead  in  approving  loans. 
Should  de  Larosiere,  as  expected,  try  to 
enforce  tighter  borrowing  conditions  as 
borrowing  nations  are  demanding  easier 
terms,  uncertainty  among  private  bank- 
ers about  the  security  of  their  outstand- 
ing loans  could  spread. 

The  head  of  the  IMF,  then,  wields 
considerable  power,  and  the  French 
wanted  the  prestige.  No  sooner  had  Wit- 
teveen announced  he  would  not  stay  for 
another  term  than  the  French  were  off  and 
running.  First  stop  was  at  the  U.S.  Trea- 
sury, where  Secretary  W.  Michael  Blu- 
menthal  signed  on  quickly — too  quickly, 
critics  say.  Next,  the  French  hurried  to  the 
Saudis,  who,  flattered,  gave  de  Larosiere 


their  blessing.  The  next  successful  stop, 
perhaps  the  decisive  one,  was  in  the 
London  office  of  Denis  Healey,  the  British 
Chancellor  of  the  Exchequer. 

De  Larosiere  is  the  sort  of  man  who 
enjoys  wielding  power;  his  backers  are 
keeping  their  fingers  crossed  that  he  will 
do  so  with  that  vital  degree  of  discretion. 
The  IMF's  loans  usually  come  with  fiscal 


and  monetary  policy  strings  attached, 
which  governments  are  loath  to  accept, 
and  much  tact  is  required  all  around. 

The  IMF  is  critically  short  of  lendable 
cash,  and  he  will  have  to  convince — 
tactfully — the  U.S.,  Japan,  Germany  and 
Saudi  Arabia  to  agree,  posthaste,  to  raise 
their  contributions  to  the  fund. 

He  11  also  have  to  mobilize  the  IMF  staff 
and  experts  from  key  industrial  countries 
to  improve  the  functioning  of  the  world  s 
severely  strained  monetary  system. 

De  Larosiere  cannot  have  forgotten 
that  -Witteveen  s  predecessor,  Pierre- 
Paul  Schweitzer,  a  Frenchman,  was  re- 
placed in  1973  because  the  major  nations 
thought  the  IMF  had  proved  essentially 
useless  during  the  successive  monetary 
crises  of  the  early  1970s.  So  low  had  the 
fund  sunk  in  public  esteem  near  the  end 
of  Schweitzer's  tenure  that  former  Trea- 
sury Secretary  John  Connally  Jr.  is  said 
to  have  remarked  that  the  IMF  was  "like 
a  museum  in  which  anything  that  wasn't 
already  stuffed  ought  to  be." 

If  de  Larosiere  goes  the  way  of 
Schweitzer,  the  French  will  have  won  an 
empty  victory.  ■ 


". . .  Even  de  Larosiere's  western  backers  are  concerned  by 
his  allegiance  to  French  President  Giscard  d'Estaing. 
Some  worry  privately  that  in  a  post  demanding  indepen- 
dence he  may  be  influenced  by  French  interests  . . ." 
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A  $17-Million  Vending  Machine:  Cost-cutting  computers  pick  groceries  at  Fleming  Cos.'  new  Oaks,  Pa.  distribution  center. 


Penny  Pincher 

By  earning  less  than  a  penny  on  the  sales  dollar,  Oklahoma's 
Fleming  Companies  manages  to  earn  a  fat  1 7%  on  its  equity. 


Back  when  the  Roaring  Twenties  were 
giving  way  to  the  Hungry  Thirties,  the 
rise  of  grocery  chains  plus  the  emer- 
gence of  the  supermarket  threatened  the 
quick  extinction  of  both  independent 
grocers  and  of  food  wholesalers  like 
Fleming  Cos.,  Inc.  They  banded  togeth- 
er for  survival,  with  the  wholesalers  pro- 
viding warehousing,  distribution  and 
management  assistance  for  the  indepen- 
dent grocer.  The  defense  was  successful. 
Today  the  independents  have  captured 
51%  of  the  retail  food  market,  vs.  49% 
for  the  corporate  chains. 

Now  the  shoe  is  on  the  other  foot: 
Some  chains  are  closing  warehouses  and 
contracting  out  their  distribution — just 
like  the  independents. 

Food  wholesaling  is  a  giant  business. 
Oklahoma  City-based  Fleming  Cos.  at 
$2  billion  (revenues)  is  number  two  in 
the  warehousing  industry,  behind  $2.5- 
billion  (revenues)  Super  Valu.  Wholesal- 
ers like  Fleming  buy  food  from  proces- 
sors like  General  Foods  and  sell  it  to 
your  neighborhood  supermarket.  On  an 
average  day,  Fleming  will  move  5,000 
tons  of  everything  from  anchovies  to  zin- 
nias from  its  warehouses  to  retail  stores 
across  the  nation.  Fleming's  fleet  of  over 
600  trucks  work  round-the-clock  to  move 


its  groceries,  meat,  dairy  products,  fro- 
zen foods,  produce  and  baked  goods. 

Fleming  is  expanding  in  an  industry 
that  is  contracting;  in  1976  alone  the 
number  of  groceiy  stores  fell  by  7,000. 
But  in  the  last  three  years,  Fleming  has 
constructed  new  distribution  centers  in 
San  Antonio,  Tex.,  Oaks,  Pa.  and  Okla- 
homa City,  Okla.  at  a  total  cost  of  $33 
million.  An  additional  $36  million  was 
poured  into  new  warehouses  and  trans- 
portation equipment  to  handle  fresh 
business  like  Fleming  s  new  chain  store 
customers — 350  Great  Atlantic  &  Pacific 
Tea  Co.  stores  in  three  states  (New  York, 
New  Jersey  and  Connecticut)  and  19 
large  Texas  supermarkets. 

"That's  right,"  says  President  Richard 
D.  Harrison,  an  elegantly  dressed  mid- 
westerner.  "The  number  of  retail  units 
has  dropped  significantly  and  will  drop 
even  more  in  the  years  ahead,  both 
chains  and  independents.  The  unpro- 
ductive facility,  whether  in  the  retail  or 
distribution  area,  will  be  forfeited." 

Which  is  precisely  why  Fleming  is 
expanding.  Traditionally,  corporate 
chains  had  enough  new  volume  through 
store  openings  to  justify  distribution  net- 
works nationwide.  Now,  with  companies 
like  A&P  closing  stores,  volume  drops 


and  operating  costs  rise  at  the  ware- 
house. Ultimately,  for  some  chains,  it 
becomes  cheaper  to  close  down  (or  not 
build)  its  own  warehouse  and  use  Flem- 
ing's— since  Fleming  has  the  advantage 
of  enormous  volume. 

"A&P's  40  Kansas  City  stores  are  a 
good  example  of  how  we  fit  in,"  Harrison 
says.  "A&P  didn't  have  the  volume  to 
justify  a  warehouse  facility.  But  what's 
the  magic  of  a  chain  like  A&P  supplying 
its  own  stores?  If  the  order  gets  there  at  a 
competitive  rate,  what's  the  difference 
who  gets  it  there?  That's  our  bag." 

Harrison  sees  more  and  more  chains 
foregoing  their  own  distribution  in  a 
world  of  increasing  costs.  And  as  the 
number  of  independent  grocers  shrinks, 
smaller  wholesalers  will  lose  volume  and 
operating  efficiencies.  That  makes  them 
takeover  targets  for  Fleming — with 
minimum  antitrust  risks,  because  Flem- 
ing's major  role  is  helping  small  retailers 
to  stand  up  to  the  chains.  And  the  bigger 
Fleming  gets,  the  lower  its  rates  and  the 
more  sense  it  makes  for  the  chains  to 
come  aboard.  Fleming's  individual  units 
are  already  so  big  that  few  chains  can 
match  them.  Its  $2  billion  in  volume  is 
spread  over  13  distribution  centers  and 
seven  warehouses;  the  average  annual 
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sales  volume  per  warehouse  is  a  stagger- 
ing $5  million  per  week. 

Obviously,  this  is  a  business  where 
pennies  and  fractions  of  pennies  count. 
The  typical  supermarket  does  well  to  net 
2  cents  on  the  sales  dollar,  but  Fleming 
nets  only  7/io  of  a  cent — an  estimated  $14 
million  ($2.25  a  share)  last  year  on  sales 
of  over  $2  billion.  On  a  single  40-cent 
can  of  beans,  for  example,  Fleming  does 
well  to  net  a  quarter  of  a  cent.  Yet  that 
paper-thin  margin  translates  into  an  ex- 
cellent return  of  17%  on  stockholders' 
equity.  How  does  Fleming  do  it? 

The  answer  is  that  the  equity — only 
about  $85  million — supports  a  huge  sales 
volume.  Flemings  inventories  and  re- 
ceivables, almost  75%  of  Fleming's  total 
assets,  turn  over  rapidly — 18  times  a 
year  for  inventories  and  48  times  for 
receivables.  Slow  down  this  turnover 
and  Fleming  s  profitability  would  vanish, 
speed  it  up  and  profits  would  soar. 

Fleming  does  much  more  than  just 
terry  food  as  a  middleman.  It  shops  for 
the  retailer  as  well.  It  monitors  the  food 
business:  what  s  selling,  what  isn't;  how 
much  and  for  what  price.  Programs  are 
conducted  by  the  company  to  teach  re- 
tailers the  ins-and-outs  of  selling  and 
marketing.  It  provides  help  in  locating 
sites,  building  new  stores  or  expanding 
old  ones  and  is  the  bank  of  last  resort  for 
many  independents.  "As  crucial  as  man- 
aging volume  is,"  says  Richard  Bauer, 
Fleming's  finance  vice  president,  "just  as 
important  is  to  look  past  the  numbers  to 
all  those  people  in  the  stores.  There  is  a 
tremendous  loyalty  on  both  sides  and  it 
has  to  be  maintained." 

Fleming  differs  from  its  wholesale 
competition  in  its  broader  geographical 


diversification.  Where  indus- 
try-leader Super  Valu  serves 
l,6(X)-plus  outlets  concentrated 
in  the  Midwest  and  the  South- 
east, Fleming  supplies  nearly 
2,150  units  in  21  states  from 
coast  to  coast.  Over  a  third  of 
the  units  are  members  of  vol- 
untary chains  bearing  names 
like  IGA,  Minimax,  Thriftway, 
United  Super  and  Piggly  Wig- 
gly.  Nearly  1,000  of  the  rest  are 
nonfranchised  independents. 
The  number  of  true  chain  units 
supplied  by  Fleming  is  already 
over  600  and  growing  fast.  But 
that  is  only  a  tiny  fraction  of  the 
nation's  18,750  chain  super- 
markets, so  there  is  plenty  of 
room  for  growth. 

Harrison  likes  Fleming's 
geographic  diversification  bet- 
ter than  the  other  kind,  such  as 
Super  Valu's  venture  into  ap- 
parel retailing.  The  preference 
undoubtedly  stems  from  two 
disappointments  with  the  other 
kind  of  diversification:  the  1970 
purchase  of  American  Trailers, 
which  makes  refrigerated  and 
dry  freight  vans;  and  the  1972 

acquisition    of    Quality  Oil,   

which  was  to  have  been  the 
means  of  putting  gas  stations  into  super- 
market parking  lots.  But  the  oil  embargo 
and  rising  fuel  costs  aborted  the  latter, 
while  as  for  the  former,  says  Harrison, 
"We  stretched  our  purpose.  We  didn't 
know  anything  about  metal-bending,  but 
we  thought  we  did.  There  won't  be  any 
more  American  Trailers.' 

Instead,  Fleming  is  going  to  concen- 


Fleming's  President  R.D.  Harrison:  "We  spent 
$4  million  in  1971 — and  last  year,  $14  million. 
That's  the  kind  of  growth  curve  we're  on." 


trate  on  staying  on  top  of  its  own  busi- 
ness and  continuing  to  make  those  pen- 
nies and  fractions  of  pennies  count. 
"There  is  a  growing  void  in  the  whole 
distributing  process,"  Harrison  says. 
"It  s  going  to  increase  rapidly  over  the 
next  few  years.  We  have  to  remain 
equipped  in  terms  of  facilities,  technolo- 
gy and  balance  sheet  to  fill  that  void.  "  ■ 


King  Of  The  Feather  Family 

The  lightest  material  around  is  a  matter 
of  increasing  international  weight  these  days. 


The  tools  of  Viktor  Glaser's  trade  are 
the  Telex  and  the  telephone  upstairs  in 
his  Roslyn  Heights,  N.Y.  home.  This 
year,  as  a  feather  trader,  he  will  import 
some  $10  million  worth  of  raw  feathers 
and  down,  mostly  from  China  but  also 
from  France  and  from  his  "old  country ' 
(now  Czechoslovakia).  Other  feather  in- 
dustry leaders  estimate  he  is  the  largest 
importer  of  raw  feathers  and  down  to 
America.  So? 

What  Viktor  Glaser  does  is  increas- 
ingly important  for  three  reasons.  First, 
down  is  classified  as  a  "basic  strategic 
and  critical  material,  like  chrome  ore, 
cadmium  and  90  others.  Second,  feath- 
ers and  down  are  currently  the  main 
entre'e  to  trade  with  China.  Since  China 


still  shies  away  from  credit  purchases 
from  the  West,  the  more  feathers  China 
exports  to  the  U.S.,  the  more  U.S. 
goods  it  can  buy.  Last  year  China 
shipped  about  $20  million  worth  to  the 
U.S.,  says  the  National  Council  for 
U.S. -China  Trade. 

Third,  while  the  puffy  jacket  is  passe' 
in  fashion  circles  this  year,  there  is  still  a 
boom  in  down-filled  products  in  the 
U.S.,  the  world's  largest  importer  of 
feathers  and  down.  Viktor  Glaser  is  one 
of  some  200  members  of  what  he  calls 
"the  feather  family" — established  inter- 
national traders  in  those  elusive  by-prod- 
ucts of  ducks  and  geese. 

The  U.S.  imports  80%  of  its  feather 
and  down  requirements  (down  is  the  soft 


fluff  that  comes  from  the  underbelly  of 
the  bird).  That  meant  15  million  pounds 
in  1977  s  first  nine  months,  at  prices  that 
have  tripled  to  $35  a  pound  for  top- 
quality  down  in  a  year,  says  the  Feather 
&  Down  Association.  And  while  down 
jackets  are  now  a  commodity  rather  than 
a  fashion  item,  consumers  are  buying 
down  comforters  and  booties  as  individ- 
ual solutions  to  the  high  cost  of  heating 
homes.  For  Viktor  Glaser,  a  courteous, 
precise,  straightforward  man  of  70,  busi- 
ness has  never  been  so  good. 

Glaser  is  the  last  of  a  300-year-old 
line  of  Czechoslovakian  feather  traders. 
His  forebears  collected  feathers  in 
horse-drawn  carts  for  export  to  neigh- 
boring countries.   Glaser's  own  father 
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could  tell  which  village  a  down  sample 
came  from  because  he  knew  the  work 
habits  of  each  district's  feather  pluckers. 
After  World  War  I,  the  family  moved  to 
Prague  and  Viktor  went  to  business 
school.  Then  he  began  language  training 
and  an  apprenticeship  that  took  him 
first  to  a  Parisian  feather  factory:  "I 
swept  the  floors  so  I  would  know,  when 
I  had  my  own  factory,  how  much  time  it 
took  to  sweep." 

When  Hitler  invaded  Prague,  the  en- 
tire business  was  confiscated  and  the 
Glasers  deported  to  Lodz  in  Poland.  Of 
the  more  than  5,000  Czechs  from  Prague 
sent  there,  says  Glaser,  fewer  than  200 
survived.  Of  the  entire  Glaser  family, 
only  Viktor  and  his  wife,  Daisy,  lived  to 
return  to  his  home  village  of  Votice. 
There,  in  May  1945,  "I  dug  up  a  $100 
contraband  bill  I  had  buried  under  a  tree 
by  my  father's  house.  Shortly  afterward, 
in  Prague,  I  met  a  man  who  had  been  a 
supplier  to  my  father,  and  I  started  to 
export  feathers  for  him.  Friends  of  my 
father  came  to  me,  and  my  business 
began  to  grow. " 

In  1949,  when  the  U.S.  closed  off 
trade  with  mainland  China,  Glaser  emi- 
grated to  New  York  and  began  importing 
feathers  from  eastern  Europe.  Because 
of  his  heritage  and  contacts  with  the  old 
country  ("there  isn't  a  member  of  the 
feather  family  I  don't  know"),  he  pros- 
pered. He  became  a  founder  of  the  In- 
ternational Feather  Bureau,  which  has 
arbitrated  disputes  between  traders  and 
keeps  track  of  the  world  supply. 

Glaser  s  reputation  made  him  an  espe- 


cially welcome  trader  when,  in  1971,  the 
U.S.  lifted  its  embargo  on  goods  from 
the  People's  Republic  of  China.  In  1974 
the  Chinese  invited  him  to  China:  "They 
asked  me  what  would  encourage  Ameri- 
cans to  buy.  I  told  them  better  credit." 
For  a  short  time,  the  Chinese  allowed 
payment  up  to  90  days  after  delivery. 
They  went  further  by  slashing  their 
prices.  At  the  same  time,  in  a  concilia- 


tory move,  the  U.S.  removed  the  20% 
import  duty  on  raw  feathers.  (There  is 
still  a  heavy  tariff  on  imported  processed 
feathers  and  down-filled  garments  from 
China.)  In  today's  sellers'  market,  prices 
are  sky  high,  and  buyers  must  open  let- 
ters of  credit  before  the  feathers  are 
shipped. 

What  is  it  like  to  negotiate  with  the 
Chinese?  "We  sit  at  a  table  and  discuss 
with  the  trade  representatives,  every 
word  is  translated  into  chinese.  It's  an 
old  trader's  ploy.  It  gives  the  Chinese 
extra  time  to  think.  I've  been  invited  to 
dinner  with  several  negotiators.  We  end- 
ed up  speaking  English." 

Chinese  export  of  finished  goods,  of 
course,  cuts  down  on  raw  feathers  for 
export.  But  there  are  signs  that  feather 
production   is   increasing,    says  James 


Phipps,  president  of  China  Products 
Northwest.  Since  the  death  of  Mao, 
there  is  more  encouragement,  or  at  least 
less  criticism,  for  those  families  and  col- 
lectives who  elect  to  raise  ducks  and 
geese  for  (capitalist)  profit. 

Even  if  production  goes  up,  it's  not 
clear  that  Glaser's  good  fortune  will  last. 
The  $35-per-pound  price  for  top-grade 
down  has  sent  the  Defense  Department 


looking  for  a  synthetic  insulator  that  can 
meet  military  requirements.  Levi 
Strauss,  concerned  about  how  much  the 
consumer  will  pay  for  a  "down  look" 
when  he  doesn't  need  the  warmth,  is 
searching  for  substitutes. 

For  Glaser,  the  fortunes  of  the  family 
feather  business  are  fragile  in  a  more 
personal  way.  A  widower,  he  recently 
lost  a  son.  His  only  other  son  shows  no 
inclination  toward  the  feather  trade. 

Still,  at  70,  he  abounds  with  the  resil- 
iency of  the  product  he  trades  in.  Sons  of 
his  father's  friends  (the  ones  who  came  to 
Prague  and  offered  help  after  the  war) 
now  call  him  at  their  convenience,  he 
reports.  "The  phone  rings  at  6:15  a.m. 
'So  I  woke  you,'  says  a  voice  from  the  old 
country.  'So  what?  How  is  the  jacket 
business  there?'  "  ■ 


". . .  What  is  it  like  to  negotiate  with  the  Chinese? 
'We  sit  at  a  table  and  discuss  . . .  every  word  is 
translated.  It's  an  old  trader's  ploy.  It 
gives  the  Chinese  extra  time  to  think' . . ." 


Glaser  And  His  Precious  Fluff:  Like  chrome  ore  and  cadmium,  down  is  a  "basic  strategic  and  critical  material." 
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Goody's  Goodies:  Sam  Goody's  28  well-located  record  shops  are  irresistible  to  big  record  merchandiser  American  Can  Co. 


American  Can:  An  Old  Dog 
Learns  New  Tricks 

Its  traditional  business  lagging,  American  Can  has  moved  slowly,  carefully 
(and  successfully)  into  consumer  goods.  Its  proposed  acquisition 
of  Sam  Goody  is  more  logical  than  it  sounds. 


American  Can  Co.  is  probably  the 
world's  largest  purchaser  of  original  Paris 
designs,  and  it  now  distributes  one  out  of 
every  five  phonograph  records  sold  in 
the  U.S.  But  Canco  is  no  longer  the 
world's  largest  producer  of  metal  cans 
(Continental  Group  now  is).  It  is  also 
significant  that  Cancos  president  and 
chief  operating  man  came  up  not 
through  packaging  but  through  consum- 
er products.  A  trim  Harvard-trained 
economist  named  William  Woodside, 
56,  he  describes  himself  as  a  "hands-on 
manager."  "Everything  about  us," 
Woodside  says,  "has  changed— except 
for  the  name." 

For  years,  American  Can  was  a  lag- 
gard company.  From  the  mid-Sixties  to 
the  mid-Seventies,  its  earnings  showed 
almost  no  net  progress,  and  it  had  to  take 
huge  writeoffs  in  1972.  Founded  at  the 
turn  of  the  20th  century  as  a  monopoly 
for  the  manufacture  of  tin  cans,  it  had 
great  difficulty  adjusting  to  a  more  com- 
petitive world  where  its  customers — of- 
ten corporate  giants  themselves — wield- 
ed much  more  bargaining  clout  than 
Canco  did  as  their  supplier. 

But,  as  Bill  Woodside  says,  Canco  is  a 
changed  company.  Last  year  it  earned  an 
estimated  $114  million — $5.65  a  com- 
mon share,  on  sales  of  $3.5  billion.  Those 
earnings  were  an  11%  improvement  over 
1976  s  and  35%  over  1975  s,  and  repre- 
sented a  reasonably  impressive  return  of 
13%  on  stockholders'  equity,  While  this 
does  not  match  the  15%  earned  by  arch- 
rival Continental  Croup  (formerly  Conti- 


nental Can),  the  gap  between  the  two 
companies  was  not  nearly  as  wide  in 
1977  as  it  has  been  in  recent  years. 

The  drastic  change  that  Bill  Woodside 
talks  about  encompassed  both  a  sweep- 
ing and  expensive  reorganization  of  the 
can  business  and  an  ambitious  drive  into 
consumer  products.  Now  consumer 
goods,  not  cans,  are  the  most  profitable 
part  of  the  business,  in  1976  contributing 
31%  of  net  on  just  20%  of  sales.  Quick 
arithmetic  shows  that's  a  5%  return  on 
sales,  comparing  well  with  such  veterans 
of  the  consumer-foods  industry  as  Col- 
gate-Palmolive and  Procter  &  Gamble. 
(Meanwhile,  rival  Continental  seems  to 
be  going  conglomerate:  It  bought  an  in- 
surance company,  and  reportedly  made 
a  stab  at  acquiring  Carborundum  before 
being  outbid  by  Kennecott.) 

In  December,  Canco  announced  it 
was  adding  to  its  consumer  businesses  by 
acquiring  a  well-known  New  York  City 
retailer  of  phonograph  records  from  its 
74-year-old  founder,  Sam  Goody.  A  de- 
cade ago,  it  would  have  seemed  ridicu- 
lous for  a  conservative  old  metal  can 
company  to  get  into  phonograph-record 
retailing.  Today  it  is  but  a  logical  exten- 
sion of  the  direction  Woodside  and 
Chairman  William  May  are  taking 
Canco.  In  April  they  laid  out  $102  mil- 
lion in  cash  to  buy  Pickwick  Internation- 
al, the  country's  largest  retailer  of  rec- 
ords, and  Goody  fits  naturally  enough 
into  that  setup.  Nor  was  Pickwick  an 
astonishing  departure.  While  it  does 
own  stores,  60%  of  its  business  is  done 


through  rack-jobbing  to  various  retail 
stores,  and  Canco  was  already  a  big  dis- 
tributor to  retail  stores  of  items  like  pa- 
per cups  and  plates,  Butterick  Patterns 
and  Northern,  Aurora,  Gala  and  Brawny 
brand  tissues  (where  Canco  competes 
with  Kimberly-Clark  for  third  place  after 
Scott  Paper  and  Procter  &  Gamble). 

"We  are  a  fantastically  complicated 
distributor  today,"  says  Woodside,  "with 
13  big  computer-organized  and  -run 
warehouses  that  sell  McDonald's  and  su- 
permarkets and  K  marts  and  you-name- 
it,  so  we  know  how  the  system  works." 

Counting  Pickwick  and  Goody,  Canco 
now  does  more  than  $1  billion  a  year  in 
consumer  goods.  This  is  quite  a  switch 
for  staid  old  Canco,  for  so  long  a  maker  of 
a  few  products  sold  only  to  industry,  not 
to  consumers. 

Cans  are  still  a  big  part  of  the  com- 
pany's business,  accounting  in  1976  for 
37%  of  domestic  sales.  But  that's  down 
from  -43%  of  sales  5  years  before  and 
nearly  100%  20  years  before  that;  more- 
over, the  Pickwick  and  Goody  acquisi- 
tions have  reduced  it  to  maybe  30%. 
According  to  Woodside,  the  company 
produces  fewer  cans  than  it  did  five  years 
ago  but  makes  more  money  at  it.  Today 
the  company  will  build  a  new  facility 
only  for  a  specific  major  long-term  mar- 
ket. For  example,  its  plant  in  Fairport, 
N.Y.  was  expanded  recently  to  supply  a 
new  Jos.  Schlitz  brewery  in  Syracuse. 

"We've  shut  down  88  plants  since 
1972,"  Woodside  says.  "We've  also 
opened  about  45,  but  we've  been  shut- 
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ting  down  horse-size  and  opening  up 
rabbit-size  plants.  But  more  important 
than  that,  we  changed  the  mental  atti- 
tude of  management.  We  did  a  lot  of 
housecleaning — getting  rid  of  obsolete 
processes,  product  lines  where  we 
weren't  making  any  money." 

For  example,  the  company  closed  big, 
multistory  plants  in  such  places  as 
Brooklyn,  N.Y.,  Kansas  City,  Jersey  City 
and  Los  Angeles.  These  plants  once  sup- 
plied the  food  packers  who  had  begun 
making  their  own  cans  and  packing  them 
closer  to  the  food  sources.  American  Can 
also  closed  smaller  plants,  such  as  a  bev- 
erage plant  in  Greensboro,  N.C.  and  a 
meat-can  plant  in  Austin,  Minn. 

It  opened  plants  like  those  in  South 
Brunswick,  N.J.  (to  supply  an  Anheuser- 
Busch  plant)  and  Fairport,  N.Y. 

Where  the  older,  closed  plants  tended 
to  make  three-piece  cans,  the  new, 
smaller  ones  for  the  most  part  produced 
seamless  two-piece  cans. 

Besides  cans,  Canco  is  big  in  what  the 
company  now  calls  diversified  packag- 
ing— all  kinds  other  than  cans.  That  in- 
cludes toothpaste  tubes  and  bacon  wrap- 
pers, as  well  as  boxes  for  frozen 
vegetables,  plastic  tubes  for  shampoo, 
vacuum-sealed  packets  for  soups  and 
sauces  and  hundreds  more.  The  com- 
pany was  propelled  into  these  areas  by  a 
1950  court  decision  cracking  down  on 
certain  venerable  selling  practices — such 


as  volume  discounts.  When  Canco  was 
no  longer  able  to  give  volume  discounts, 
many  of  its  larger  customers,  such  as  Del 
Monte  and  Libby,  began  to  manufacture 
their  own  cans.  Thus  checked  horizontal- 
ly, Canco  responded  by  expanding  verti- 
cally, in  1956  and  1957,  by  buying  com- 
panies in  the  plastic  packaging,  metal 
squeezetube  and  paperboard  packaging 
fields.  (These  purchases  almost  acciden- 
tally started  American  Can  in  consumer 
products.  It  was  buying  a  cartonmaker, 
but  in  the  bargain  it  got  a  napkin-  towel- 
and  tissuemaker.)  In  1976  diversified 
packaging  was  11%  of  sales. 

The  company  is  also  positioning  itself 
in  an  area  it  calls  resource  recovery, 
which  Woodside  expects  to  be  important 
in  the  five-year  period  after  the  next  one. 
Resource  recovery  includes  recovering 
tin  and  aluminum  from  scrap,  processing 
garbage  and  making  profitable  products 
such  as  oil  drilling  mud  from  paper-mak- 
ing wastes.  The  company  has  built  and  is 
operating  a  garbage-handling  system  for 
Milwaukee  which  Woodside  says  will 
soon  be  "profitable  but  not  highly  profit- 
able." By  and  large,  resource  recovery  is 
an  investment  in  the  future 

When  Bill  May  retires  in  1980,  it 
seems  likely  Bill  Woodside  will  succeed 
him  as  chief  executive  officer — which  al- 
most certainly  guarantees  further  expan- 
sion into  consumer  goods.  As  an  econo- 
mist, Woodside  knows  there  is  more 


money  to  be  made  from  strong  consumer 
franchises  than  from  the  commodity 
manufacture  of  packaging  materials. 

Even  after  paying  out  all  that  cash  for 
Pickwick,  Canco  is  still  cash-rich  and  its 
debt  is  only  about  30%  of  total  capitaliza- 
tion. The  deemphasizing  of  the  can  busi- 
ness has  reduced  capital  outlays  until 
they  are  little  larger  than  depreciation. 
Thus  Canco,  unlike  many  other  big  com- 
panies, has  lifted  its  debt  only  slightly  in 
the  past  decade.  Hence  Canco  still  has 
ample  cash  for  acquisitions,  and  Wood- 
side  is  looking  into  the  consumer  goods 
fields.  "We're  looking  at  any  one  time  at 
probably  40  companies.  It  has  to  be  a 
mass-merchandised  product;  it  has  to  go 
through  distribution  channels  that  we're 
familiar  with;  it  has  to  have  characteris- 
tics that  we  think  we  can  merchandise 
and  advertise  and  promote  the  way  we 
have  the  rest  of  our  lines. 

"We  know  who  we  are,"  Woodside 
says  of  his  company.  "We  know  where 
we've  been,  where  we're  going  and  we 
think  we  know  very  clearly  how  to  do  it. 
I  think  we've  got  all  the  skills  that  are 
required. " 

A  half  dozen  years  from  now  Canco 
may  well  be  a  consumer-goods  company 
with  a  can  business  and  a  recovery  busi- 
ness on  the  side.  After  that,  the  only 
thing  that  would  remain  would  be  to 
change  the  name.  But  why  bother?  After 
all,  actions  speak  louder  than  names.  ■ 


That's  a  Butler  building?" 


Yes,. that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B-397,  BMA  Tower, 
Kansas  City.  Mo.  64141.  -im4 
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memo  from 
marsh  &  Mclennan 


The  squeeze 
on  the 

insurance  market 
is  already 
too  tight* 
Let's  not  make  it 
even  worse* 

Today's  insurance  industry  is 
hard-pressed  to  keep  pace  with 
growing  demands  in  many  in- 
surance lines.  Often  it  cannot. 

The  industry  simply  does  not 
have  enough  capital  to  insure 
the  myriad  risks  presented  to  it. 

Needless  to  say  first  preference 
often  goes  to  predictable  risks 
(e.g.,  fire,  theft)  and  lowest  prior- 
ity to  those  classes  of  risks 
whose  premiums  are  least 
calculable. 

But  that  is  precisely  the  area 
where  the  insurance  buyer 
needs  most  protection,  those 
hazards  of  greatest  uncertainty. 

Consider  product  liability 
and  directors'  and  officers' 
liability. 

These  two  categories  of  risk 
dramatize  the  insurance 
capacity  shortage  of  traditional 


underwriting  markets.  In  both 
cases,  because  of  the  potential 
for  big  claims  and  the  unpre- 
dictability of  the  frequency  of 
occurrence,  underwriters  have 
been  obliged  to  assign  very  high 
rates  for  the  coverage  offered  and 
for  the  limits  of  liability  they  are 
willing  to  accept. 

Risk  managers  have  found  that 
one  answer  to  this  problem  can 
be  the  adoption  of  self-insurance 

The  Problem:  \ 
Premiums  Increasing 
Faster  Than  Surplus 

MILLIONS  OF 
DOLLARS 


1977 

Source  Best's  Aggregates  &  Averages.  t974-77  f 

:  plans.  However,  tax  provisions 
!  have  generally  prevented  a  com- 
pany from  taking  a  tax  deduc- 
|  tion  for  monies  set  aside  to  pay 
for  future  losses— even  though 
i  premiums  paid  to  insurance 
i  companies  to  cover  identical 
;  losses  are  deductible. 

To  remedy  this  inequity,  many 
!  firms  have  gone  a  step  further 
and  established  insurance  sub- 
sidiaries or  so-called  "captive" 
insurance  companies  which  can 
l  help  to  satisfy  many  diverse 
j  needs: 

i  •  the  insured  company  receives 
coverages  from  the  captive  in- 
surer that  might  otherwise  be 
unavailable. 

captive  insurance  companies 
:an  gain  direct  access  to  the 


Marsh  & 
MC|ennan 


efficient  worldwide  reinsurance 
markets  for  added  protection  for 
the  risks  they  choose  to 
underwrite. 

•  traditional  underwriters  now 
have  capital  freed  to  cover  more 
risks  for  more  companies,  par- 
ticularly the  smaller  companies 
for  whom  captives  are  not  a  real- 
istic solution. 

The  dilemma  of 
Revenue  Ruling  77-316. 

Now,  however,  the  Internal 
Revenue  Service  has  ruled  that 
certain  captive  companies  are, 
by  definition,  not  insurance 
subsidiaries  of  the  parent 
company  but,  rather,  merely  re- 
positories for  self-insurance 
funds,  and  should  hereafter  be 
treated  accordingly  for  tax 
purposes. 

This  decision  appears  to 
compound  the  inequitable 
situation,  i.e.,  the  non- 
deductibility  of  self-insurance 
funding,  that  prevailed  before 
the  advent  of  captives.  As  the 
ruling  stands,  a  captive  may  lose 
the  equitable  treatment  that 
helps  make  it  a  viable  risk  man- 
agement vehicle,  thus  forcing  a 
firm  back  into  the  already  com- 
pressed insurance  market. 

In  other  words,  precisely  when 
the  market  needs  expansion,  it 
may  be  squeezed  even  more.  By 
seeking  to  solve  one  problem,  the 
IRS  may  have  unwittingly  helped 
to  create  a  larger  one. 

We  have  no  axe  to  grind. 

Marsh  &  McLennan  works  in 
the  conventional  insurance 
market.  We  also  organize  and 
manage  captives.  Our  interest  is 
based  solely  on  the  principle  that 
has  guided  all  our  actions  for 
107  years:  selecting  the  best  risk 
management  alternative from 
the  widest  possible  choices  for 
the  benefit  of  our  clients. 

With  this  in  mind,  we  view 
Revenue  Ruling  77-316  as  a  step 


backward.  The  fact  that  the  IRS 
has  authority  to  interpret 
existing  Federal  law  itself  high- 
lights the  need  for  a  legislative 
reform. 

Beyond  that,  we  have  helped  to 
draft  a  bill  which,  potentially, 
could  allow  the  IRS  to  discharge 
its  responsibilities,  without  bias 
to  businesses  whose  risk  man- 
agement needs  are  better  served 
by  their  owning  or  operating  a 
captive  insurer. 

Meanwhile,  it  is  imperative  for 
the  entire  business  community 
to  be  made  aware  of  the  possible 
consequences  if  this  ruling 
should  prevail. 


If  you  would  like  additional 
information  on  this  subject  and 
a  copy  of  "our  bill, "  write  to  Dept 
500,  FB,    Marsh  &  McLennan, 
Incorporated,  1221  Avenue  of  the 
Americas,  New  York,  N.Y.  10020. 

Every  client  is  assured  of  professional  risk  and 
insurance  management  services  — in  depth. 


When  it  comes  to  insurance, 
come  to  the  leader. 


©7978,  Marsh  &  McLennan.  Incorporated 


The  Banks 


Happy  Hunting 
For  Investment  Bankers? 


Never  do  today  what  you  can  put  off 
until  tomorrow.  That  seems  to  be  the 
attitude  of  many  bank  holding  company 
officials  toward  the  unpleasant  necessity 
of  selling  nonbanking  subsidiaries  by 
Dec.  31,  1980.  That  deadline  is  less  than 
three  years  away  and  precious  few  bank- 
ers seem  to  have  done  much  about  com- 
plying with  the  1970  amendments  to  the 
Bank  Holding  Company  Act. 

This  worries  Federal  Reserve  Board 
officials.  They  suspect  that  many  bankers 
are  going  to  wait  until  the  last  minute, 
and  then,  in  panic,  deluge  the  Fed  with 
plans  and  programs  for  Fed  approval. 

But  the  prospect  that  alarms  the  Fed 
delights  investment  bankers.  They  can 
almost  taste  those  fat  fees  they  are  going 
to  earn  as  finders,  dealmakers  and  un- 
derwriters as  the  divestitures  unfold. 

The  Fed  has  a  list  of  350  bank  holding 
companies  which  have  divestiture  to  do. 
On  the  block  will  go  many  investment 
advisory  and  management  services,  real 
estate  developers,  data  processing  ven- 
tures and  insurance  companies. 

When  Congress  ordered  bank  holding 
companies  to  get  rid  of  nonbanking  ac- 
tivities it  was  persuaded  by  the  bankers 
to  append  a  grandfather  clause,  permit- 
ting them  to  keep  acquisitions  made 
before  June  30,  1968.  The  law  forbade 
further  such  acquisitions  without  per- 
mission by  the  Fed,  and  a  limited  grand- 
father clause  granted  a  ten-year  delay  to 
give  the  holding  companies  plenty  of 
time  to  unload  at  fair  prices  rather  than 
having  to  dump  distress  merchandise. 
Human  psychology  being  what  it  is, 
most  of  the  banks  involved  decided  they 
had  plenty  of  time  and  more  or  less 
shoved  divestiture  onto  the  back  burner. 

At  any  rate,  they  can't  stall  much  long- 
er. Three  years  is  none  too  much  to  find 
a  buyer  for  some  of  the  good-sized  out- 
fits. For  example: 

First  Pennsylvania  Corp.  is  still  under 
orders  to  dispose  of  Vestaur  Corp.,  an 
investment  adviser,  and  Associated  Ad- 
visers, Inc.,  a  REIT  adviser.  But  the 
bank — it  has  not  yet  asked — hopes  to  get 
Fed  permission  to  retain  both. 

It's  not  all  big  banks.  Stamford  Banco 
of  Stamford,  Neb.,  in  a  town  of  200 
population,  once  owned  Heidloff  Grain 
Corp.,  an  elevator  company.  To  satisfy 


the  amendments,  the  elevator  was  sold 
back  to  Elbert  Loewenstein,  president  of 
the  bank.  Mr.  Loewenstein  owns  the 
bank,  the  bank  holding  company  and  the 
elevator. 

The  drive  to  create  bank  holding  com- 
panies began  in  1956  when  Congress 
created  the  Bank  Holding  Company  Act. 
Originally,  bank  holding  companies 
were  principally  chains  of  banks.  But  in 
1968  one-bank  holding  companies  took 
on  new  importance.  Citicorp  formed  a 
one-bank  holding  company  and  em- 
barked on  a  program  to  create  a  financial 
"congeneric,"  a  company  that  owned  just 
about  every  type  of  financially  oriented 
activity  .  In  just  over  a  year  many  large 
banks  followed  suit.  It  seemed  that  the 


banking  industry  would  soon  own  a  good 
part  of  financial  America. 

In  mid-1968,  there  had  been  680  one- 
bank  holding  companies  with  deposits  of 
$18  billion;  these  were  mostly  small 
banks  which  had  been  set  up  on  holding 
company  form.  Two  years  later  there 
were  1,116  one-bank  holding  companies 
with  deposits  of  $139  billion  and  huge 
nonbanking  affiliates. 

The  1970  amendment  specified  that  a 
grandfathered  activity  engaged  in  by  a 
bank  holding  company  must  meet  two 
tests:  It  must  be  closely  related  to  bank- 
ing, like,  for  example,  lease  financing; 
and  the  activity  must  reasonably  be  ex- 
pected to  produce  benefits  to  the  public 
that  outweigh  possible  adverse  effects, 
for  example,  insurance.  Thus,  some  of 
the  subsidiaries  on  the  Fed  s  list  will  be 
retained  if  the  bank  can  persuade  the 
Federal  Reserve  that  retention  does  not 
violate  law. 

Some  will  be  allowed  to  be  retained 
because  ownership  is  in  the  public  inter- 
est. For  example,  dozens  of  small  bank 
holding  companies  in  small  towns  may 
be  permitted  to  sell  liability  insurance. 
The  J.D.  Meier  Agency,  holding  a  ma- 


jority of  First  National  Bank  of  Linton, 
N.D.,  falls  into  that  category.  Says  Sec- 
retary/Treasurer Keith  Miller,  "The  eco- 
nomics of  the  sparsely  settled  area  [Lin- 
ton, a  county  seat,  has  only  1,700  resi- 
dents] makes  it  vital  that  businesses 
should  stay  together  to  meet  tax  and 
capital  requirements.  There  isn't  enough 
business  generated  on  either  side — 
banking  or  insurance.  If  the  Fed  splits 
them  up,  were  going  to  see  more  con- 
centration of  ownership  in  the  hands  of 
nonlocal  institutions." 

To  date  there  have  been  few  divesti- 
tures by  bank  holding  companies.  Citi- 
corp sold  Cresap,  MeCormick  &  Paget, 
Inc.  to  company  officials.  The  decision  to 
cut  was  easy  because  the  giant  manage- 


ment consulting  firm  suffered  from  asso- 
ciation with  a  commercial  bank. 

Citicorp  is  not  giving  up  easily  on  its 
ownership  of  subsidiaries.  The  bank 
holding  company  is  asking  the  Fed  to 
agree  that  Advance  Mortgage  Corp.,  a 
mortgage  banker,  should  be  permitted 
to  become  a  permanent  part  of  the  bank 
holding  company,  and  that  Transaction 
Technology  Inc.,  a  computer-research 
service  company,  should  not  be  included 
on  the  list  of  nonbank  activities. 

Wachovia  Corp.  of  Winston-Salem, 
N.C.  sold  Financial  Courier  Corp.,  a 
service  that  delivers  canceled  checks, 
last  June. 

Along  the  same  lines,  U.S.  National 
Bank  of  Oregon  sold  its  computer  output 
microfilm  service  subsidiary,  U.S.  Data- 
corp,  for  $5.5  million  in  mid-January. 
The  purchaser  was  a  group  which  in- 
cludes the  management  of  Datacorp.  In 
part,  the  sale  was  caused  by  a  competitor 
in  the  microfilm  business  bringing  a  case 
before  the  Comptroller  of  the  Currency, 
questioning  the  suitability  of  a  bank  run- 
ning a  microfilm  business. 

There  will  be  lots  more  deals  as  1980 
gets  closer  and  closer.  ■ 


". . .  The  Fed  has  a  list  of  350  bank  holding  compa- 
nies with  divestiture  to  do.  It  suspects  many  bankers 
are  going  to  wait  until  the  last  minute  and  in  a  panic 
deluge  the  Fed  with  plans  and  programs  . . ." 
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What !  Your  walk-up  copier 
doesn't  give  you 
4200  copies  an  hour? 

Better  call  Kodak. 


That  kind  of  speed  saves.  Kodak  gives  you  several  ways 
to  save  even  more.  With  an  introductory  plan.  A  two-year 
plan.  A  multiple-placement  plan.  It's  as  good  a  copier  deal 
as  you  can  get,  and  people  say  it  gives  the  best  quality  in 
the  business!  The  Kodak  copier  is  definitely  worth  looking  at. 

Call  Kodak: 

(800)  828-1450 

In  New  York  State:  (800)  462-4890.  Or  write:  A.  Angert, 
Eastman  Kodak  Company,  Dept.  CD8369  ,  Rochester,  N.Y  14650. 


Kodak  Ektaprint  copier-duplicators 


The  Jobless  Teens 


What  is  the  Carter  Administration  doing  about  all 
those  jobless  Black  teenagers?  Experimenting  with 
fresh  approaches  and  spending  money  cautiously. 


The  hardest  knot  in  the  whole  unem- 
ployment tangle  consists  of  just  short  of 
400,000  minority  group  16-to-19-year- 
olcls,  most  of  them  Black.  Out  of  an 
estimated  1,059,000  minority  teenagers 
who  want  to  work,  nearly  40%  of  them 
are  officially  jobless — and  the  number 
may  be  even  higher  as  many  teenage 
Blacks  no  longer  bother  to  look. 

If  money  alone  could  solve  such  prob- 
lems, this  one  would  be  no  problem  at 
all.  Congress  has  already  appropriated 
$2.5  billion  for  various  youth  job  pro- 
grams, and  minority  youth  will  probably 
get  the  lion's  share.  Obviously,  the  coun- 
try is  concerned  about  the  implications 
for  social  unrest,  and  Congress  reflects 
this  concern.  But  you  can't  just  go  out 
and  buy  jobs  the  way  you  can  food  or 
clothing.  "We're  going  to  have  trouble 
spending  all  this  money  within  the  time 
allotted  by  Congress,"  says  Robert  Tag- 
gart,  who  heads  the  Office  of  Youth  Pro- 
grams in  the  Labor  Department's  Em- 
ployment &  Training  Administration. 

Taggart  emphasizes  that  the  approach 
-to  social  problems  like  this  under  the 
Carter  Administration  is  a  good  deal 
more  cautious  than  in  Lyndon  Johnson's 
Great  Society  programs.  The  Carter  peo- 
ple are  looking  for  fresh  approaches  and 
Taggart  himself  illustrates  this.  He  is  a 


southerner,  New  Orleans  born,  and  just 
32  years  old.  His  background  is  academic 
rather  than  bureaucratic.  He  has  a  Ph.  D. 
in  economics  from  George  Washington 
University  and  has  written  extensively 
on  manpower  policy.  Young  and  nonpo- 
litical,  he  was  chosen  to  bring  fresh  ideas 
to  a  problem  where  old  approaches  have 
yielded  unsatisfactory  results. 

If  an  inordinate  number  of  minority- 
group  teenagers  are  out  of  work,  it  is 
certainly  not  from  official  neglect  of  the 
problem.  Taggart's  office  administers  two 
already  established  and  generously  fund- 
ed programs.  One  is  the  Jobs  Corps,  which 
offers  comprehensive  services  such  as 
basic  education,  health  care  and  vocation- 
al training  to  the  most  disadvantaged 
youth  and  which  is  being  doubled  in  size 
this  year.  The  second  is  the  Summer 
Youth  Program.  These  two  programs 
alone  have  been  funded  at  $1.5  billion. 

On  top  of  all  this,  Taggart  is  imple- 
menting a  new  piece  of  legislation  called 
the  Youth  Employment  &  Demonstra- 
tion Projects  Act  of  1977  whose  emphasis 
is  on  experimentation  and  which  Con- 
gress has  funded  at  $1  billion. 

Congress  essentially  decided  it  wasn't 
experienced  enough  to  pick  and  choose 
among  the  approaches  suggested  by  var- 
ious social  scientists,  but  it  didn't  want  to 


leave  the  choices  up  to  the  bureaucracy 
either.  So  it  said,  "Let's  try  some  out, 
see  what  works  and  take  it  from  there." 
Enter  Taggart,  who  is  keenly  aware  of 
the  problems  involved  in  youth  work. 
"An  infrastructure  of  community  groups 
and  service  organizations  [poverticians] 
has  been  built  up  and  must  be  dealt 
with,"  he  says  dryly. 

The  YE  DP  A  program  has  many  goals, 
some  of  them  contradictory'.  As  part  of  the 
economic  stimulus  package,  for  example, 
it  encourages  quick  hiring  of  as  many 
young  people  as  possible.  As  an  effort  to 
deal  with  structural  employment,  howev- 
er, it  called  for  close  supervision  and 
measurement  of  work  output.  Taggart  and 
his  Labor  Department  colleagues  must 
decide  how  to  balance  these  goals.  He  well 
knows  that  fast  job  creation  is  not  necessar- 
ily sound  job  creation. 

YEDPA  creates  a  Young  Adult  Con- 
servation Corps,  which  is  providing  jobs 
on  public  lands  for  young  people  from  all 
income  groups.  These  youths  will  do 
such  jobs  as  planting  trees  and  maintain- 
ing public  parks.  It  calls  for  $86-million 
worth  of  jobs  for  unemployed  16-to- 19- 
year-olds  on  community  improvement 
projects  devised  by  local  organizations, 
such  as  rehabilitating  public  buildings.  It 
also  provides  for  public  service  employ- 
ment and  training  programs  for  low-in- 
come youth.  Furthermore,  it  mandates 
that  schools  and  local  employment  agen- 
cies try  to  coordinate  their  efforts  on 
behalf  of  these  youths.  Congress,  says 
Taggart,  was  "trying  to  force  a  marriage 
between  the  two  systems." 

The  most  innovative  approach  man- 
dated by  the  law  is  something  called  the 
Youth  Incentive  Entitlements  program. 
Congress  decided  that,  on  an  experi- 
mental basis  in  selected  areas,  the  gov- 
ernment would  guarantee  jobs  to  youths 
who  agree  to  stay  in  school  instead  of 
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dropping  out.  The  experiment  will  be 
tried  in  Baltimore,  Denver,  Detroit  and 
Cincinnati,  among  others. 

The  programs  are  all  being  put  in 
place  right  now,  says  Taggart.  One  prob- 
lem is  that  the  system  is  strained,  be- 
cause all  other  job-creation  efforts  Con- 
gress has  mandated  are  also  under  way. 

One  encouraging  aspect  to  the  Carter 
Administration's  plans  is  that  they  will 
increasingly  lean  toward  finding  private- 
sector  jobs  rather  than  public  service 
employment  for  young  people.  Taggart 
already  has  authority  to  experiment  with 
paying  wage  subsidies  to  employers  will- 
ing to  hire  jobless  teenagers,  but  he 
wants  to  try  other  approaches  as  well. 
For  example,  he  is  thinking  of  paying 
private  companies  to  train  young  people 
and  also  finding  ways  to  permit  employ- 
ers to  hire  jobless  teenagers  at  below  the 
minimum  wage  and  without  paying  So- 
cial Security  taxes. 

He  also  hopes  to  try  youth  entrepre- 
neurship  programs  whereby  youth  sell 
their  labor  to  freshly  created  businesses; 
what  the  business  takes  in  goes  back  to 
the  government  to  pay  for  their  labor. 
Other  possible  experiments:  job-sharing 
programs,  where  more  people  work 
shorter  hours;  apprenticeship  programs; 
establishing  intermediary  groups  to  han- 
dle the  hiring  red  tape  for  companies. 


". . .  'We're  going  to  have 
trouble  spending  all  this 
money  within  the  time  al- 
lotted by  Congress' . . ." 


An  interesting  proposal  under  consid- 
eration would  persuade  teenagers  to 
stick  to  low-skill  jobs  by  promising  them 
a  chance  at  better  jobs.  "Let's  say  Wool- 
worth  employees  stay  on  the  job  an  aver- 
age of  just  five  months,"  says  Taggart.  "It 
might  be  possible  to  guarantee  them  a 
chance  at  a  better  job  at,  say,  IBM  if  they 
stayed  nine  months  at  Woolworth.  Ev- 
erybody would  benefit:  Woolworth 
would  get  lower  employee  turnover; 
IBM  would  get  young  employees  who 
would  have  proven  that  they  could  stick 
to  a  job. 

"Some  of  these  things  are  new  ideas," 
he  says;  "some  are  just  wrinkles.  The  key 
is  to  do  them  carefully  on  a  moderate 
enough  scale  and  in  a  variety  of  settings, 
then  thoroughly  assess  them  to  find  out 
what  worked,  where,  when,  how  and  for 
whom.  Which  if  any  of  them  resulted  in 
net  new  employment." 

Taggart  promises  no  miracles,  expects 
none.  But  the  very  fact  that  he  does  not 
think  he  can  "solve"  overnight  the  prob- 
lem of  minority  teenage  unemployment 
sui^gests  that  this  Administration  may 
have  more  success  in  dealing  with  it  than 
its  predecessors  have.  ■ 


Akron,  Albany,  Atlanta, 
Baltimore,  Boston,  Buffalo, 
Chicago,  Cincinnati,  Cleveland, 

Columbus,  Detroit,  Hartford, 
Indianapolis,  Miami,  Minneapolis, 
Norfolk,  Philadelphia,  Pittsburgh, 
Providence,  Rochester, 
and  Tampa  to  New  York. 
And  Concorde  to  London 
in  half  the  time. 

Daylight  connections  to  London  via  New  York's  JFK  from  over  80  cities. 

Daylight  connections  from  London,  home  to  over  100  cities. 
Call  your  Travel  Agent,  Transportation  Department  or  British  Airways. 

aimijl  6oncorde 

We'll  take  good  care  of  you. 


Money  market  yields 
continue  their  ascent. 

Recently,  there's  been  a  rise  in  money 
market  yields.  This  has  helped  Fidelity  Daily  Income 
Trust  provide  a  lift  for  the  short-  term  investor.  Not  to 
mention  his  income. 

Low  cost.  To  keep  costs  down,  there  is  no 
charge  for  investment  or  withdrawal.  Moreover,  the  manage 
ment  fee  (3/10  of  l°b  of  The  Trust's  net  assets)  is  low.  Compare 
it  with  others. 

Liquidity  uppermost.  Those  seeking  daily  liquidity 
for  cash  reserves  will  be  overjoyed  with  our  free  check  writing  fea- 
ture. It  permits  funds  to  earn  interest  from  our  high-quality  portfolio 
until  a  check  is  actually  presented  for  payment.  Still  others 
value  our  continuous  management.  To  under 
stand  more,  call  toll-free  or  write  today. 

CallFree(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


|  Fidelity  Daily 

I  -      --  ■  Income  Trust 

I   RO.  Box  832 ,  Dept.  FF80 123 

1    R9  Dpvnn<ihirp  St    Rnctr»n  M; 


82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  information, 


I 

Si  including  management  fees,  other 
|l  charges  and  expenses,  please  write  or  call 
||  for  a  prospectus  Read  it  carefully  before 
you  invest  or  send  money. 


Retirement  Plan  Inlormation:  Keogh  □  403BI  , 

FIDELITY  GROUP 

Over  $3  billion  ol  assets  under  management 
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The  Centex  Story 

Texas  is  a  land  where  tall  tales  come  true  and 
not  the  least  of  them  involves  Centex  Corp.'s 
Frank  Crossen.  His  motto:  Never  pay  cash. 


By  HOWARD  RUDNITSKY 

The  rich  get  richer.  Here's  the  Mur- 
chison  clan— they  of  oil  and  gas  and 
real  estate  and  the  Dallas  Cowboys — 
about  to  unload  a  big  block  of  stock 
that  cost  them  a  nominal  amount 
in  the  mid-Fifties.  If  the  deal  goes 
through  they  will  get  $52  million  in 
6%  subordinated  debentures.  How  s 
that  for  a  capital  gain? 

The  company  involved  is  Centex 
Corp.,  the  Dallas-based  home  build- 
er, general  construction  and  cement 
company,  which  has  grown  from  al- 
most nothing  to  over  $600  million  in 
sales  in  just  23  years.  Murchison  fam- 
ily trusts  will  swap  with  Centex  3.2 
million  shares  of  its  own  stock,  some 
22%  of  them  outstanding,  and  take  in 
return  the  subordinated  debentures. 

Centex  Chairman  Frank  M.  Cros- 
sen, 54,  is  enthusiastic  about  the  deal: 
Besides  raising  his  percentage  owner- 
ship in  the  company  from  1.8%  to 
2.4%  by  reducing  the  number  of 
shares   outstanding,    it   should  add 
some  50  cents  a  share  to  Centex  earn- 
ings in  the  next  fiscal  year.  If  the  Securi- 
ties &  Exchange  Commission  approves 
the  proxy,  management  will  recommend 
that  stockholders  accept  the  deal. 

What  about  all  the  debt  Centex  will  be 
shouldering?  Don't  worry  about  it.  Be- 
cause interest  is  tax  deductible,  the  net 
cost  would  be  only  about  3%,  or  14 
cents,  on  each  of  the  reduced  number  of 
shares.  The  debentures  aren't  due  for 
many  years  and,  being  subordinated, 
wouldn't  much  hurt  Centex  potential 
borrowing  power. 

The  Murchisons  would  still  own  about 
36%  of  Centex,  but  no  longer  have  abso- 
lute voting  control.  The  share  owned  by 
directors,  most  of  whom  are  manage- 
ment, would  rise  from  10%  to  over  13%. 
Finally,  Centex  would  probably  raise  the 
dividend  on  the  fewer  shares. 

Since  when  are  the  Murchisons  so 
kindhearted?  Generosity  has  little  to  do 
with  it.  The  family  must  liquidate  certain 
trusts.  Selling  3.2  million  shares  on  the 
open  market  would  depress  the  price, 
particularly  in  a  weak  market.  The  sale 
back  to  the  company  is  a  shrewd  way  out. 


Master  Builder  Borrower:  Centex'  chairman, 
Frank  M.  Crossen,  shrewdly  cashed  in  on  his 
nerve  .  .  .  and  his  unique  borrowing  power. 


It  would  save  the  Murchisons  some 
taxes,  too,  or  at  least  postpone  some. 
Their  3.2  million  shares  of  Centex  stock 
are  worth  nearly  $38  million  even  in  this 
depressed  market.  By  taking  what 
amounts  to  an  installment  note  sale  (the 
unsecured  debentures  will  be  paid  off 
over  nine  years  beginning  in  1980).  the 
Murchisons  avoid  absorbing  the  full  cap- 
ital gains  tax  blow  all  at  once. 

The  story  of  the  Murchisons  and  Cen- 
tex and  Crossen  has  to  be  one  of  the 
nicest  venture  capital  outcomes  of  recent 
times;  in  effect,  the  Murchisons  made 
close  to  $90  million  (on  paper)  from  an 
investment  of  little  more  than  their  sig- 
nature. It  all  began  in  1955  when,  for  a 
nominal  amount  of  cash,  the  Murchisons 
bought  control  of  a  small  home-building 
firm.  While  their  cash  investment  was 
small,  the  Murchisons  guaranteed  notes 
for  the  company.  Simultaneously,  Cen- 
tex hired  Frank  Crossen,  then  32,  a  for- 
mer bank  examiner,  and  a  real  estate 
loan  officer  at  an  affiliate  of  Dallas  Re- 
public National  Bank. 

Crossen  quickly  moved  up  the  ladder 


and  proved  himself  a  happy  blend  of 
modern  financial  man  and  old-time 
Texas  horse  trader.  He  traded  so  well 
that  the  Murchisons  never  did  have 
to  put  up  money  for  providing  their 
golden  signature.  In  1964  Crossen, 
by  then  Centex'  chief  financial  plan- 
ning man,  decided  -that  the  home- 
building  business  had  become  highly 
cyclical  and  very  tough.  The  competi- 
tion, even  in  Dallfs,  was  squeezing 
Centex  margins.  "We  decided  to  di- 
versify ,  into  related  construction 
areas,"  he  says.  The  way  Crossen  ac- 
complished this  led  to  his  appoint- 
ment as  president  in  1965  after  the 
death  of  Centex'  president. 

Now  nobody  but  a  Texas  entrepre- 
neur would  have  built  a  cement  plant 
from  scratch  in  1964,  least  of  all  one 
located  in  Reno,  in  sparsely  populated 
Nevada,  but  that  is  just  what  Crossen 
did.  Moreover,  he  spent  $10  million  on 
it.  Was  the  $10  million  in  cash?  Of 
course  not — not  Frank  Crossen.  "All 
we  did,"  he  patiently  explains,  "was 
put  up  $1,000  in  cash,  you  see.  We 
placed  a  first  mortgage  on  it — through 
Prudential — which  was  about  two-thirds 
of  the  plant's  cost.  "  What  about  the  other 
third?  Crossen  goes  on,  with  obvious 
relish:  "At  the  time  capital  spending  was 
weak  and  the  cement-equipment  manu- 
facturers were  anxious  for  business.  So  we 
got  the  manufacturers  to  put  up  the  capital 
by  taking  a  second  mortgage  on  the  equip- 
ment. Allis-Chalmers  and  others  were 
more  willing  than  usual  to  sell  on  terms 
agreeable  to  us." 

But  before  the  new  plant  was  complet- 
ed, Crossen  got  wind  of  another  cement 
opportunity:  "Republic  National  Bank 
trustees  for  the  Earl  Halliburton  estate 
were  looking  for  a  buyer  for  his  Texas 
cement  plant.  In  the  late  1940s  the  Halli- 
burton Co.  was  primarily  an  oil-well  ce- 
menting company.  Halliburton  couldn't 
buy  cement  in  bulk  from  the  cement 
companies,  which  would  sell  only  in 
sacks.  So  Earl  had  to  truck  them  into  the 
field  and  empty  them  one  at  a  time.  An 
independent  cuss,  Earl  went  out  and 
built  himself  his  own  personal  cement 
plant  in  1949  in  Corpus  Christi,  Tex." 
Earl  Halliburton  died  in  1957  and  his 
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trustees  sought  to  dispose  of  the  plant. 
"The  trustees  heard  we  were  getting  into 
the  cement  business,"  Crossen  recalls, 
"and  asked  us  if  we  wanted  to  buy  this 
one.  It  had  become  profitable  and  was  in 
good  physical  shape." 

Sure  enough,  the  trustees  were  willing 
to  take  a  second  mortgage  lor  the  equity 
portion  of  the  purchase.  In  short  order 
Crossen  had  two  cement  plants  without 
having  paid  out  any  cash.  Today  Centex 
cement  has  expanded  and  is  a  $50-mil- 
lion-a-year  business,  and  booming.  Says  a 
beaming  Crossen  in  his  office  in  the  Re- 
public National  Bank  Building  — built  by 
Centex'  own  cement  and  general  con- 
struction company — "We  are  probably 
the  most  profitable  cement  company  in 
the  U.S.  today  on  return  on  sales  and,  ol 
course,  on  return  on  capital,  since  we  put 
in  so  little  at  the  start."  Profits  this  fiscal 
year  from  around  6  million  barrels  of 
cement  will  run  about  $6  million  after 
taxes — on  a  small  cash  investment. 

In  1967  Crossen  pulled  off  another  one 
of  his  no-cash  deals,  this  time  in  general 
construction:  "We  were  in  general  con- 
struction in  a  modest  way  for  many 
years.  Then  we  heard  that  »the  J.W. 
Bateson  Co.,  which  was  much  larger 
than  we  were,  was  looking  lor  a  buyer. 
We  knew  the  people  but  we  didn't  know 
the  financials  of  the  company,  as  it  was 
privately  owned.  In  1966  Mr.  Bateson 
had  a  serious  heart  attack.  He  subse- 
quently called  me  early  in  1967  and 
asked  me  whether  I  was  interested  in 
buying  his  company.  He  had  founded  it 
in  1936,  and  it  had  become  a  top-flight 
builder  of  hospitals  and  government 
buildings.  It  was  primarily  bid  work. 

"I  wasn't  sure  we  wanted  to  get  into 
the  contract-bidding  business,  but  I  said 
sure  we'd  take  a  look  at  it.  'Bring  your 
financial  statements  for  the  last  five 
years.'  Well,  I  was  astonished.  I  thought, 
like  all  contractors,  he  was  heavily  lever- 
aged. Instead  he  had  $19  million  in  net 
|  worth,  no  debt  and  $19  million  in  cash. 
:  Well,  I  knew  we  were  interested  then." 

Frank  Crossen  is  a  good  family  man, 
but  there  s  little  sentiment  in  him  when 
it  comes  to  business.  Figuring  that  Bate- 
son had  to  sell,  Crossen  offered  to  buy 
the  company  for  about  $19  million — with 
|  its  own  cash,  as  it  were — plus  a  further 
consideration  based  on  future  earnings. 
As  usual,  not  a  penny  of  Centex  cash 
would  be  involved.  Bateson,  a  shrewd 
Texan  himself,  would  have  none  of  the 
deal.  In  the  end,  the  Crim  Reaper 
tipped  the  scales.  Bateson  died.  His 
trustees  were  worried  about  completion 
of  outstanding  work  and  some  perfor- 
mance bonds  which,  if  they  went  against 
the  Bateson  company,  could  have  eaten 
up  much  of  its  cash.  They  wanted  out. 
Crossen  repeated  his  original  offer,  and 
the  trustees  accepted  in  order  to  get  the 
performance  bonds  off  their  timid  backs. 

Not  that  Frank  Crossen  didn't  make 


some  mistakes.  In  1970  Centex  acquired 
Winston  Development  Corp.,  a  Chica- 
go-based home  builder  of  single-family 
houses  and  condominiums  in  Chicago 
and  Miami.  This  acquisition  for  the 
equivalent  of  1  million  Centex  shares 
proved  to  be  a  costly  mistake  when  the 
crunch  hit  home-building  in  1974.  "It's 
very  risky  to  buy  a  home-building  com- 
pany," Crossen  concedes.  "You're  not 
buying  assets,  you  re  buying  manage- 
ment. I  made  a  mistake  in  judgment.  It 
cost  us  dearly  for  several  years.  We've 


replaced  the  entire  management.  In  fis- 
cal 1977  it  paid  off  .  Winston  [now  Centex 
Homes  Corp.]  is  going  to  have  a  record 
sales  and  earnings  in  1978. " 

But  if  Crossen  takes  the  blame  for 
Winston  management  problems — and  a 
smaller  recreational  land  development 
purchase — he  has  to  be  given  credit  for 
the  acquisition  in  1972  of  Dallas'  Fox  & 
Jacobs,  Inc.  That  firm  was,  and  is,  the 
city's  largest  builder  of  single-family 
homes  and  one  of  a  few  major  builders 
successfully  to  produce  homes  using  in- 


Time  Is  Money:  Dallas'  Fox  &  Jacobs  employees  assemble  wall  paneling  in  plant 
(top),  then  ship  it  to  a  prepared  site  (center),  where  a  home  can  be  finished  in  23 
days,  compared  to  60  to  90  days  for  more  traditional  building  divisions  of  Centex. 
Fox  &  Jacobs  is  capable  of  turning  out  wall  paneling  for  23  homes  a  day. 
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dustrial  construction  techniques  (see 
box).  Fox  &  Jacobs  was  even  profitable 
during  the  1974  shakeout  when  most  of 
the  rest  of  Centex'  home-building  oper- 
ations were  losing  money.  It  was  one 
reason  why  Centex  Corp.  had  earnings 
while  most  other  home-building  compa- 
nies were  losing  their  shirts  in  1974. 

"We  had  wanted  to  acquire  Dave  Fox' 
operation  for  some  time,"  Crossen  says. 

I  knew  him  personally  for  years.  His 
company  was  running  rings  around  ev- 
eryone in  Dallas.  Fox  &  Jacobs  had  16% 
of  the  Dallas  single-family  home  market, 
which  was  incredible.  We  had  a  tiny 
share  in  our  home  market.  So  we  made 
them  an  offer  they  just  couldn't  refuse 
and  promised  Dave  autonomy. 

Dave  Fox  wound  up  with  about 
740,000  Centex  shares,  making  him  a 
larger  shareholder  than  Crossen,  who 
owned  about  500,000  shares  of  stock  at 
the  time.  Says  Crossen,  "Dave  Fox  could 
run  Centex  Corp.  if  he  wanted  to,  but  he 
doesn't  because  he  lives  and  breathes 
home-building,  and  managing  a  holding 
company  isn't  his  bag." 

Since  being  taken  over  by  Centex  in 
1972,  Dave  Fox  has  increased  Fox  & 
Jacobs'  share  of  the  growing  Dallas  sin- 


gle-family market  to  an  astonishing  24% 
this  year.  Moreover,  with  Centex  capital 
he's  moved  into  Houston — where  he 
went  from  zero  to  7% — and  into  Ft. 
Worth  this  year,  where  lie  will  sell-  1,000 
homes  in  a  market  where  no  one  else 
built  more  than  400  homes. 

But  hold -on.  Were  not  finished  yet. 
Then  there  is  energy.  That's  right — oil, 
gas  and  coal.  You  didn't  think  that  a 
Murchison  property  wouldn't  try  its 
hand  at  energy?  Centex  has  been  at  it 
since  1974.  Revenues  will  be  around  $65 
million  in  fiscal  1978.  Earnings  are  just 
starting  to  mount  and  could  grow  sub- 
stantially by  1980-81,  based  on  existing 
reserves  alone.  Crossen  expects  to  spend 
$16  million  for  exploration  in  fiscal  1978. 

The  building  industry,  especially 
home-building,  has  been  through  rough 
times.  Then,  too,  Frank  Crossen  isn't  as 
brash  as  he  once  was.  You  can  see  the 
effects  of  all  this  in  Centex'  balance 
sheet.  Not  counting  the  Murchison  de- 
bentures, Centex  debt  is  now  about 
$118  million  as  against  $142  million  in 
stockholders'  equity.  Clearly,  Crossen's 
high-borrowing  days  are  coming  to  an 
end.  In  fact,  he  says  they  intend  to  re- 
duce land  inventory  against  which  the 


company  has  borrowed  until  it  is  just 
one-half  of  stockholders'  equity.  One 
way  he  is  accomplishing  this  is  by  taking 
options  on  land  he  needs  rather  than 
buying  and  stockpiling  it. 

However,  don't  bet  that  Frank  Cros- 
sen wouldn't  do  some  reaching  if  a  real 
nice  deal  came  along. 

And  for  1978  he  doesn't  have  much  to 
worry  about.  Earnings  for  fiscal  1978  are 
estimated  to  be  over  $2  a  share.  This  will 
be  about  a  40%  improvement  over  1977, 
largely  fueled  by  the  boom  in  home- 
building  which  will  account  for  about 
45%  of  total  Centex  earnings.  He  is  a  bit 
worried  about  higher  mortgage  rates 
crimping  home-buying  this  year,  but  not 
badly  worried.  He  thinks  that  cement, 
general  construction  and  energy  will 
take  up  any  slack.  And  then  there  11  be 
that  50-cents-per-share  gain  from  the 
Murchison  deal. 

It  helps  to  be  in  Texas.  It  helps  to  have 
the  Murehisons  behind  you.  But  Centex 
Corp.  isn't  the  only  builder  in  Texas — nor 
the  only  one  with  a  wealthy  bankroller. 
You  have  to  give  Centex  management  lots 
of  credit.  They  expanded  in  housing  and 
diversified  into  equally  tough,  related 
industries  and  came  out  on  top.  ■ 


The  Levitt  Of  Texas 


David  G.  Fox,  54,  Centex'  single  largest 
stockholder  after  the  Murchison  family 
and  head  of  its  Fox  &  Jacobs  Inc.  subsid- 
iary, is  to  the  Sixties  and  Seventies  in 
Texas  what  William  Levitt  was  to  the 
Forties  and  Fifties  in  the  East.  Fox  is 
currently  building  nearly  one  in  every 
four  new  single-family  homes  in  the  Dal- 
las area,  and  in  Houston,  which  he  en- 
tered only  three  years  back,  he  already 
has  over  7%  of  a  booming  market.  In  a 
highly  fragmented,  highly  competitive 
market,  this  is  no  mean  accomplishment. 

Like  Levitt  before  him,  Dave  Fox 
goes  after  the  first-lime  buyer  who  is 
moving  out  of  a  rental  apartment.  Most 
builders  today  eater  to  people  moving 
into  bigger  homes;  one  of  the  hardest 
things  in  the  business  world  is  to  build  a 
cheap  house  and  still  make  money  on  it. 
Fox  &  Jacobs  specializes  in  homes  in  the 

$25,000-to-$50,000   range.    Its  typical   

house  averages  $33,000 — we!!  below  the 
$57,600  national  average  price  of  a  new  home.  In  Dallas, 
the  Fox  &  Jacobs  lines  are  almost  as  familiar  as  those  of 
Chevrolet  or  Ford.  Examples:  Flair.  Today,  Accent. 

Fox  &  Jacobs  is  more  than  a  builder;  it  is  also  a  master 
marketer  and  financier.  To  sell  its  houses  it  has  created 
brand  recognition  through  media  campaign  blitzes,  includ- 
ing television,  running  into  millions  of  dollars.  How  can  Fox 
&  Jacobs  spend  that  kind  of  money  and  still  charge  competi- 
tive prices  for  the  homes?  Partly  because  their  home  con- 
struction costs  are  among  the  lowest  in  the  nation. 

Fox  &  Jacobs  has  copied  some  of  the  mass-production 
techniques  of  the  mobile  home  manufacturers  who  can 
assemble  virtually  all  of  a  mobile  home  at  the  plant.  They 


Dominant  Builder:  Dave  Fox 
used  production  and  promotion 
to  grab  24%  of  the  Dallas  market 


don  t  go  as  far.  What  Fox  &  Jacobs  does 
at  its  off-site  factory  in  Carrollton,  in 
outlying  Dallas,  is  to  have  some  260 
laborers,  many  of  them  unskilled  or 
semiskilled  minority  workers,  assemble 
wall  panels,  cabinets  and  roof  parts. 
These  employees  are  paid  factory  wages. 
The  panels  are  then  shipped  on  a  fleet  of 
trucks  to  the  housing  sites.  There  some 
2,700  Fox  &  Jacobs  employees,  not  sub- 
contractors, work  on  the  sites  like  an 
outside  extension  of  the  factory.  They 
too  are  paid  factory  (about  $6  a  hour) 
wages,  not  construction  wages. 

Carrollton  is  capable  of  turning  out 
wall  paneling  for  23  homes  a  day.  From 
the  time  they  start  framing,  a  finished 
home  takes  Fox  &  Jacobs  23  days,  com- 
pared to  60  to  90  days  for  more  tradition- 
al building  divisions  of  Centex.  Time  is 
money.  Fox  &  Jacobs  turns  over  inven- 

 _____     tory  about  12  times  a  year,  so  working 

capital  heeds  and  interest  costs  are  low. 
Few  people  have  funds  to  make  sizable  down  payments 
and  one  of  Fox  &  Jacobs'  strengths  is  getting  quick  financing 
approval  from  the  Federal  Housing  Administration  and  the 
V  eterans  Administration,  sometimes  in  as  little  as  five  days. 
Some  85%  of  Fox  &  Jacobs  home  sales  are  insured  by  these 
government  sources  compared  to  some  20%  for  the  rest  of 
the  industry.  The  advantage:  lower  down  payments,  lower 
interest  rates  and  money  available  when  conventional  lend- 
ing dries  up. 

Can  Dave  Fox  expand  outside  Texas?  Would  his  methods 
work  as  well  in  California  or  New  Jersey  ?  Today,  probably 
not.  Land  costs  too  much.  There  would  be  union  problems. 
And  obsolete  building  codes  to  contend  with. 
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That's  why  its  vital  to  get  more  gas. 

And  we  can. 


Important  as  electricity  is  in  our  daily 
lives,  America  depends  on  natural  gas  for  a 
far  greater  share  of  its  energy  needs. 

That  surprises  many  people.  But  the  fact 
is,  gas  provides  the  largest  amount  of  energy 
for  industry,  heats  over  half  our  homes.  It's 
essential  to  keep  the  gas  coming,  and  we  can. 

There's  gas  under  the  ocean, 
the  mountains,  the  Arctic  ice. 

America's  huge  deposits  of  potential  gas 
supplies  are  the  most  immediate  answer.  They 
lie  in  places  where  they're  difficult  and  costly 
to  get  at,  but  they  can  and  must  be  gotten. 

Gas  can  he  made  from  coal. 

Coal  gasification  is  the  cleanest,  most 
efficient  way  to  use  America's  huge  coal 


reserves.  It  can  make  an  important 
contribution  to  our  nation's  energy  supplies 
before  the  end  of  the  next  decade. 

New  technologies  are  on  the  way  too. 
Making  gas  from  ordinary  seaweed,  for 
instance.  The  time  may  lie  ahead  when 
geothermal  zones  in  the  Gulf  of  Mexico  yield 
enough  gas  to  last  several  centuries. 

There  s  no  alternative 
to  getting  more  gas. 

There's  not  enough  electricity  or  any 
other  energy  available  to  do  all  the  jobs  gas 
does.  That's  why  progress  on  these  gas  supply 
projects  is  essential.  Meanwhile,  save  today's 
gas  while  we're  getting  tomorrow's. 

Hip  ft  American  Gas  A 
Mrolrl  Association 


re  redesigning  our  marketir 


iproach  to  serve  industry  needs!9 

John  D.  deButts,  Chairman,  AT&T 


"A  year  ago,  I  reported  on  the  Bell  Systems  commit- 
ment to  problem  solving,  industry  by  industry 

'  'Today,  we  have  specialized  teams  of  problem  solvers 
for  every  one  of  the  industries  you  see  symbolized  here. 
Transportation.  Retailing.  Finance.  Health  Care.  Education. 
And  many  more. 

fTo  help  answer  problems  unique  to  each,  we've  de- 
veloped and  we  now  market  a  variety  of  communications 
systems.  Any  proposal  we  make  to  your  company  for  one 
of  these  systems  includes  our  total  responsibility— from 
design  to  maintenance. 

'The  point  is,  we're  not  just  designing  a  symbol  for 
your  industry.  We're  redesigning  the  Bell  System's  market- 
ing approach  to  serve  your  industry's  needs." 

The  system  is  the  solution. 


Bell  System 
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The  Money  Men 


Will  John  Schroeder  Blow  It 
A  Second  Time? 


"I  could  get  very  bullish  very  quickly, 
says  the  president  of  Keystone  Custodi- 
an Funds,  a  $1 .6-billion  Boston-based 
mutual  fund  organization.  He  is  fast  to 
add,  however:  "But  not  until  I  see  an 
uptrend.  Now,  I  don't  like  any  stock." 
He  emphasizes  the  word  any. 

Agree  or  not,  you  can't  ignore  John 
Schroeder,  47.  In  late  1972,  when  he 
was  heading  the  Axe-Houghton  fund 
group,  he  correctly  foresaw  that  the 
market  was  going  to  crash  and  put  his 
funds  heavily  into  cash  and  cash- 
equivalent,  thus  pushing  the  Axe 
funds  way  up  in  the  various  mutual 
fund  ratings.  (Unfortunately,  he  wait- 
ed until  February  in  1975  to  really  get 
back  in,  and  by  then  half  of  the  rally 
was  over.  But  that  is  another  story; 
we'll  get  to  that  later.) 

How  can  Schroeder  resist  a  market 
where  the  Dow  industrials  sell  at  only 
nine  times  earnings  and  yield  6%? 
His  reply:  "Long  ago  I  learned  that 
value  has  little  to  do  with  stock  price. 
For  a  bull  market  you  need  both  val- 
ue and  good  psychology.  You've  got 
the  value  now.  But  you've  also  got  a 
poor  psychology. 

"In  all  our  managed  funds  [where 
management  has  the  option  to  go 
heavily  into  cash]  we're  about  50%  in 
cash.''  This  includes  Keystone's  Con- 
stitution, Polaris,  K-l  and  K-2  funds. 

Schroeder  uses  his  company's  Key- 
stone Timing  Indicator  to  tell  him 
when  to  buy  stocks  and  when  to  sell 
them.  If  the  index  is  60%,  which  is  posi- 
tive, you  buy.  If  it  declines  to  40%  or 
less,  which  is  negative,  you  sell.  Where's 
the  index  now?  At  a  probably  close  to 
rock-bottom  18%.  "For  at  least  six 
months  our  index  has  not  been  posi- 
tive— a  hold-off-on-buying  signal." 

The  Keystone  Timing  Indicator  is  a 
weighted  average  of  other  indices.  Only 
me  of  its  components  is  currently  be- 
coming positive,  and  that  is  the  relation- 
ship of  short-term  to  long-term  interest 
ates.  But  all  the  rest  of  the  KTI  is 
becoming  more  negative.  This  includes 
he  ratio  of  interest  rate  changes  to  stock 
jrices;  the  ratio  of  M2,  money  supply,  to 
iianufactured-goods  sales;  and  the  mov- 
ng  averages  of  the  Advance-Decline  in- 
lex  for  stocks.  The  KTI  also  includes 
he  rather  old-lashioned  Dow  Theory 
!  relationship    between    the  transporta- 


tion    stocks     and     industrial  stocks. 

Schroeder  won't  go  into  further  details 
about  how  the  components  of  the  KTI 
are  weighted  or  exactly  how  they  are 
constructed.  The  information  is  propri- 


Keystone's  Schroeder:  Experience  has  taught 
him  calling  a  bear  market  bottom  is  one  thing 
getting  reinvested  before  stocks  soar,  another. 


etary  and  he  doesn  t  want  anyone  else  to 
be  able  to  construct  a  similar  index  and 
anticipate  Keystone's  moves. 

These  downbeat  technical  signals, 
Schroeder  explains,  both  reflect  and  pro- 
duce a  downbeat  psychology.  People  are 
discouraged  because  interest  rates  are 
rising.  Foreigners  are  staying  away  from 
American  stocks  or  actively  getting  out 
because  of  the  weak  dollar.  Everybody  is 
worried  because  inflation  remains  strong 
and  could  become  stronger  again.  The 
lack  of  coherent  energy  policy  causes 
people  to  wonder  if  American  energy 
imports  can  ever  be  brought  under 
control. 

Until  the  dollar  strengthens  or  short- 
term  interest  rates  begin  to  fall, 
Schroeder  doesn't  see  how  the  market 
could  put  on  much  of  a  rally,  no  matter 
how  attractive  stocks  may  look  now. 


Time  enough  to  buy  when  the  KTI  be- 
gins to  turn  positive,  goes  from  deep 
black  at  least  to,  say,  gray. 

Supposing  you  are  correct?  we  asked 
Schroeder.  Supposing  it  is  too  soon  to 
buy  stocks?  Will  you  know  when  it  is 
time?  Unkindly,  we  reminded  him 
that  he  had  blown  it  in  1975.  While 
he  did  call  the  bottom — around  570 
on  the  DJI  in  late  1974 — he  sat  on  his 
hands  and  didn't  really  reinvest  until 
750  on  the  DJI  a  few  months  later. 

This  time  will  be  different, 
Schroeder  insists.  He  is  counting 
heavily  on  the  KTI  and  his  computer 
technology  to  tell  him  when  to  go 
back  in  the  market  and  to  guide  his 
portfolio  managers  in  their  stock  se- 
lection when  the  time  comes.  John 
Schroeder  is  a  convert  to  Modern 
Investment  Technology. 

What's  that?  "It's  controversial," 
says  Schroeder.  "The  majority  of  in- 
vestment managers  label  this  a  fad, 
which  will  not  be  around  long.  Not 
me.  It's  not  a  fad.  Modern  Invest- 
ment Technology  is  a  new  tool  to 
measure  risk  and  will  take  its  place 
with  all  the  other  old  ones. 

"Modern  Investment  Technology 
excites  me;  it  gives  you  these  added 
dimensions.  Now  you  can  measure 
risk  statistically,  you  can  diversify  sci- 
entifically and  it  helps  you  make  mar- 
ket timing  a  part  of  your  investment 
strategy." 

Briefly  summarizing  the  highlights 
of  Modern  Investment  Technology, 
Schroeder  makes  these  points:  In  1968 
investors  took  too  much  risk.  Now  they 
have  gone  to  the  other  extreme.  Either 
extreme  is  bad.  "You  have  to  take  risk  if 
you  want  to  get  an  investment  return 
significant  enough  to  offset  the  effects  of 
inflation."  But  of  course  you  have  to 
know  what  and  where  the  risks  are,  and 
that's  where  Modern  Investment  Tech- 
nology is  supposed  to  come  in. 

The  heart  of  the  theory  is  the  measure- 
ment of  stock  market  risk,  which  is  called 
"beta."  Beta  measures  the  market-vola- 
tility risk  of  a  stock,  industry  group  or 
portfolio  in  relation  to  the  volatility  of 
the  Standard  &  Poor's  500  index.  The 
latter,  which  approximates  the  equity 
market  as  a  whole,  is  given  the  beta  of 
1.0.  A  portfolio  with  a  beta  of,  say,  1.5 
should  increase  much  more  than  the 
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S&P  .500  in  rising  markets,  but  decline 
worse  in  falling  ones.  The  fund  with  the 
most  conservative  beta  would  be  a  mon- 
ey-market fund  with  a  beta  of  0.0. 

The  riskiness  of  a  stock  is  best  recog- 
nized by  its  volatility.  Low-risk,  low-beta 
stocks  like  American  Home,  Campbell 
Soup  and  General  Foods  typically  follow 
the  market  more  than  high-beta  stocks 
like  Winnebago,  TWA  and  Fairchild 
Camera. 

Obviously,  a  money  manager  wants  a 
high-beta  portfolio  if  he  thinks  the  mar- 
ket is  about  to  go  up,  a  low-beta  portfolio 
if  he  thinks  it  is  going  down. 

"With  Modern  Investment  Technolo- 
gy," Schroeder  says,  "you  can  measure 
the  degree  of  risk  you  are  willing  to  take, 
change  it  at  will,  becoming  more  or  less 
aggressive  or  conservative  than  the  mar- 
ket as  a  whole.  Timing  is  the  art  of 
increasing  or  decreasing  your  beta  mar- 
ket risk." 

For  Keystone  the  beta  of  the  discre- 
tionary funds  was  lowered  by  going  50% 
into  cash.  For  Keystone's  fully  invested 
stock  funds  where  management  lacks  the 
option  of  shifting  into  cash,  the  portfolio 
betas  were  lowered  by  going  more  into 
stocks  with  a  low  beta.  For  example,  the 
S-3  fund  greatly  increased  its  holdings  of 


low-beta  utility  stocks. 

When  the  Keystone  index  again 
flashes  a  bull  market,  Schroeder  claims 
the  computer  will  help  everyone  act  fast. 
Each  fund  already  has  picked  a  set  num- 
ber of  stocks  which  analysts  have  decid- 
ed are  suited  lor  that  particular  portfolio. 
Cash  will  be  invested  in  stocks  with  a 


. .  'Most  investment  man- 
agers label  Modern  Invest- 
ment Technology  a  fad.  Not 
me/  says  Schroeder . . ." 


high  beta.  Some  current  low-beta  portfo- 
lio holdings  will  be  sold  to  weight  high- 
er-beta stocks  in  fully  invested 
portfolios. 

"The  computer  can  churn  out  a  list 
within  an  hour,"  says  Schroeder.  "Of 
course  this  assumes  that  portfolio  manag- 
ers are  up  to  date  on  all  their  investment 
universe  and  are  ready  to  act  once  they 
get  the  new  program." 

Schroeder  plans  to  use  Modern  In- 
vestment Technology  as  a  tool  to  sell 
Keystone  funds  through  what  he  calls 
"Betamix."  This  means  simply  that  every 


month  Keystone  will  put  out  a  beta  fig- 
ure on  each  of  its  funds.  An  investor  can 
then  decide  how  much  risk  and  what 
current  return  he  would  want.  A  pro- 
grammed calculator  will  then  advise  the 
investor  how  he  can  divide  an  invest- 
ment among  the  many  Keystone  funds  to 
equal  the  risk  he  agreed  he  wanted  to 
take. 

Interestingly,  John  Schroeder  has  al- 
lies in  the  federal  bureaucracy.  The  De- 
partment of  Labor,  which  is  responsible 
for  overseeing  a  number  of  pension 
plans,  has  recently  announced  it  wanted 
risk  assessed  by  Modern  Investment 
Technology.  Which,  of  course,  offers  a 
nice  cop-out  for  timid  trustees,  worried 
about  their  responsibilities  under  the 
Employee  Retirement  Income  Security 
Act.  By  sticking  to  a  low-beta  portfolio 
they  can  minimize  their  risks  in  down 
markets  and  also  logically  excuse  their 
poor  performance  in  up  markets. 

But  John  Schroeder  can't  get  away 
that  easily.  His  reputation  is  squarely  on 
the  line.  If  the  market  suddenly  turns 
around  and  he  still  sits  there  with  his 
low-beta  portfolios  (as  he  did  at  Axe  in 
early  1975),  then  he  is  going  to  have  egg 
all  over  his  face — Modern  Investment 
Technology  or  no.  ■ 


How  AMBAC  Came  Back 


It  did  so  by  foreseeing  the  switch 
by  trucks  to  diesel  engines. 


"I'm  just  a  hillbilly,"  says  Charles  El- 
more Beck.  Like  his  father  before  him, 
this  56-year-old  Kentuckian  raises  cattle 
and  tobacco  on  his  400-acre  Danville, 
Ky.  farm.  But  he  also  earns  $324,000  a 
year,  which  clearly  takes  him  out  of  the 
hillbilly  class. 

Beck  is  chairman  and  president  of 
$235-million  Long  Island-based  AMBAC 
Industries  Inc. ,  which  had  a  record  1977 
year.  On  sales  of  $235  million  (a  14% 
increase  over  1976),  net  income  was  up 
21%  to  about  $16  million  ($4  a  share); 
return  on  equity  was  an  excellent  19%. 
In  a  sick  stock  market  AMBAC  s  shares 
(selling  at  about  $30)  have  risen  27% 
since  the  start  of  1977,  compared  to  a 
15%  decline  on  the  S&P  index. 

Beck,  an  amiable,  silver-haired  gradu- 
ate of  Wayne  State  University  in  De- 
troit, joined  Ford  Motor  Co.  in  1949  and 
worked  his  way  up  to  the  presidency  of 
Ford's  Philco  division. -He  left  in  1964  to 
rescue  AMBAC,  which  was  then  a  $70- 
million  (and  sinking  fast)  company  with 


some  60%  of  its  business  dependent  on 
military  contracts. 

Beck  was  convinced,  years  ago,  that 
the  medium-duty  truck  market  (still  95% 
gasoline  powered)  would  have  to  go  die- 
sel. He  gambled  $15  million  to  build  his 
Diesel  and  Fluid  Powers  Products 
Group  and  a  diesel  fuel-injection  system. 
It  is  paying  off.  In  1976  the  group  con- 
tributed 32%  of  sales  and  37%  of  pretax 
profits.  But  with  the  exception  of  a  strati- 
fied programmed  combustible-engine 
project  (PROCO)  for  Ford,  AMBAC  is 
not  committing  development  funds  to 
the  auto  diesel  market  because  it  has  not 
yet  sufficiently  developed.  "I  don't  think 
the  same  factors  apply  to  autos,  says 
Beck.  "The  diesel  is  a  highly  efficient 
power  plant  when  you  are  putting  more 
than  50,000  miles  a  year  on  it.  But  I  can't 
see  the  same  premium  in  an  auto  driven 
12,000  miles  a  year." 

In  commercial  avionics,  AMBAC  s 
MONA  area  navigation  and  flight-man- 
agement systems  promise  big  fuel  sav- 


ings: Saudi  Arabian  Airlines  (just  one  of 
many  customers  in  the  Middle  East)  has 
purchased  some  15  of  the  $200,000 
MONA  systems  and  six  months  ago  add- 
ed a  flight-management  system.  Lock- 
heed, too,  is  incorporating  the  system 
into  its  new  stretch  1011-500  series 
planes  as  standard  equipment. 

In  ecology,  AMBAC  is  cashing  in  on 
the  need  to  detect  noxious  gases. 
Through  its  Bacharach  Instrument  Co.  it 
sells  detection  instruments  to  all  the  ma- 
jor chemical  companies  in  the  U.S. 

So  what  new  Tom  Swift  inventions 
are  Beck  and  his  boys  up  to  now? 
"Clinical  field  equipment  used  in  medi- 
cal analysis,"  says  Beck  with  a  grin, 
"and  in  the  communications  field,  mo- 
dems— black  boxes  that  process  com- 
puter information  and  transmit  it  over 
telephones.  We  see  communications  as 
a  great  growth  area  now.  "  If  he  is  as 
right  about  communications  as  he  was 
about  trucks,  AMBAC  will  be  in  good 
shape  for  many  years  to  come.  ■ 
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Fbr  instant  access  to  your 
dollars,  get  the  Cash  Connector 
from  the  Pyramid. 


Ince  you've  gotten  used  to  the  terminal  in  the  above 
ipgraph,  you'll  wonder  how  you  ever  lived  without  it. 
■s  the  quickest,  easiest  and  most  complete  communica- 
■  link  between  man  and  bank  ever  devised. 
|j  not  only  gives  you  timely,  detailed  information  on  your 
imess  with  Bankers  Trust,  it's  a  sophisticated  on-line  cash 
(jagement  service  that  lets  you  reconcile  cash  positions 
i:  ily  and  move  money  without  delay, 
i  I'ith  the  Cash  Connector,  you  get  complete  statements  of 
ill  account,  including  the  origin  of  each  debit  and  credit 
w,  early  each  morning.  You'll  also  get  the  latest  money 
Meet  quotes,  your  lock  box  credits,  your  letter  of  credit 
I  anding  reports  and  foreign  exchange  reports, 
bu  can  even  initiate  money  transfers,  as  well  as  read  about 
m  in  your  morning  reports. 

jst  as  important,  giving  you  information  faster  means  you 


can  give  us  instructions  faster.  And,  naturally,  we  can  execute 
them  faster. 

Let  us  demonstrate  the  Cash  Connector  in  your  office  and 
show  you  how  easy  it  is  to  use.  And  how  hard  it  is  to  live 
without.  Contact  Wes  Adams,  Vice  President,  (212) 
775-5755. 

Innovative  services  like  the  Cash  Connector  are  only  a 
fraction  of  what  we  have  to  offer.  Wherever] 
you  see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the  fullest  | 
sense  of  the  word,  with  the  capacity  to  raises 
lend  and  manage  money  worldwide. 

A  visit  to  the  Pyramid  can  be  a  rewarding 
experience. 

Bankers  Trust  Company 

280  Park  Avenue,  New  York,  N.Y.  10017*-  ' 


Federal  Deposit  Insurance  Corporation   ©Bankers  trust  Company 


Statistical  Spotlight 


When  Burnt-Out  Convertibles  Come  To  Life 


Convertible  bonds — as  many  inves- 
tors have  learned  to  their  cost  in  recent 
years — can  be  something  of  a  trap.  Con- 
vertible into  a  fixed  number  of  common 
shares  after  a  specified  date,  they  are 
perceived  by  many  as  a  safe  way  to  spec- 
ulate on  a  company's  future:  If  the  com- 
pany flourishes,  you  own  the  stock;  if  it 
doesn't,  you  stay  with  the  bond.  Trouble 
is,  convertibles  normally  carry  a  relative- 
ly low  yield,  and  if  hopes  of  convertibil- 
ity fade  the  bond  usually  falls  sharply. 
(Case  in  point,  American  Airlines  4'/2%s 
of  1992,  which  sell  at  a  44%  discount 
from  face  value;  the  conversion  price, 
$44  a  share,  is  wildly  out  of  line  with  the 
current  market  price  of  10.) 

But  convertibles  like  this,  burnt-out 
cases,  can  sometimes  come  to  life.  Two 
years  back  $1,000  Budd  Co.  5%%  con- 


vertibles of  1994  sold  at  $590;  with  the 
stock  below  a  profitable  conversion 
price,  the  conversion  privilege  seemed 
worthless.  But  Budd  s  earnings  recov- 
ered and  a  takeover  bid  by  a  European 
firm  now  looms;  the  conversion  option 
became  valuable  again  and  the  bonds 
recently  sold  at  $1,080. 

To  be  sure,  many  of  these  burnt-out 
convertibles  look  hopeless.  Take  Alex- 
ander's (below).  You  can  buy  a  $1,000 
bond  currently  yielding  9%  for  about 
$587.  If  you  decide  to  convert  now,  you 
would  be  paying  about  $19  a  share  ($587 
divided  by  31  shares).  Since  Alexander's 
stock  is  selling  around  $6,  it  seems  that 
only  a  retailing  miracle  would  take  the 
stock  to  $19  and  make  conversion  worth- 
while. But  miracles  do  happen,  as  the 
Budd  case  shows. 


The  burnt-out  convertibles  are  nq 
longer  sensitive  to  the  stock  market  on 
the  downside.  But  like  straight  bonds, 
their  prices  can  be  depressed  by  rising 
interest  rates.  On  the  upside,  convert- 
ible bonds,  can  rise  not  only  with  a  jump 
in  the  stock  but  also  with  a  drop  in 
interest  rates. 

The  convertible  bonds  listed  below 
are  all  selling  close  to  their  "investment" 
value — as  though  they  were  straight 
bonds  priced  on  the  basis  of  their  yield. 
None  are  highly  rated,  triple- A  variety 
bonds.  Their  high  yields  go  hand  in  hand 
with  the  risk  of  their  status  as  subordin- 
ated debt.  But  in  these  days  of  takeovers 
and  mergers,  which  can  instantly  lift 
stock  prices,  there  is  always  a  chance 
that  the  near-gratis  conversion  potential 
will  pay  off  handsomely.  ■ 


Convertibles  With  An  Outside  Chance 

A  sample  of  convertible  bonds  where  the  conversion  privilege  is  practically  free. 

Number 


of  Common  If  Converted  Premium 


Recent 

Shares  per 

Recent 

Now,  Bond 

Over 

Coupon  & 

S&P 

Bond 

Current 

Yield  to 

$1,000 

Common 

Would  be 

Conversion 

Bond 

Maturity 

Rating 

Price 

Yield 

Maturity 

Bond 

Price 

Worth:* 

Valuet 

Alexander's  Inc 

5%-1996 

B 

58% 

9.4% 

10.9% 

31.01 

6% 

$198 

197% 

American  Airlines 

4V4-1992 

BB 

56% 

7.5 

10.1 

22.60 

10% 

240 

135 

American  Motors 

6  -1988 

B 

61Va 

9.8 

12.9 

87.11 

3% 

316 

94 

Avco  Corp 

5%-1993 

B 

64V2 

8.5 

10.1 

18.52 

17% 

320 

102 

Berkey  Photo 

5%-1986 

B 

58V4 

9.9 

14.6 

52.80 

3% 

175 

233 

Bulova  Watch 

6  -1990 

CCC 

59% 

10.1 

12.8 

26.20 

5% 

144 

312 

Ceco  Corp 

4%-1988 

BB 

67 

7.1 

9.9 

26.67 

10% 

290 

131 

Cenco  Inc 

5  -1996 

CCC 

49V4 

10.2 

11.9 

43.01 

4% 

188 

162 

Chelsea  Industries 

5%-1993 

B 

57  % 

9.2 

11.2 

31.92 

7% 

227 

151 

Delta  Air  Lines  (Northeast) 

6%-1986 

BB 

87% 

7.4 

8.6 

4.00 

40 

160 

448 

Dillingham 
Eastern  Air  Lines 
Esterline  Corp 
Fedders  Corp 
Fisher  Foods 


5V2-1994 

B 

64 

8.6 

10.1 

33.24 

8 

266 

141 

5  -1992 

B 

53 

9.4 

12.0 

20.00 

6% 

125 

324 

6V4-1995 

B 

70 

8.9 

10.0 

27.03 

8% 

220 

219 

5  -1996 

B 

49 

10.2 

12.1 

20.00 

4 

80 

513 

6V2-1994 

BB 

73 

8.9 

9.9 

37.29 

7% 

284 

157 

Host  Int'l 

5V4-1994 

BB 

68 

7.7 

9.1 

23.67 

13% 

323 

111 

McCulloch  Oil 

5  -1997 

NR 

56% 

8.9 

10.4 

34.29 

3% 

124 

353 

Memorex 

5V4-1990 

B 

65% 

8.0 

10.4 

7.02 

31% 

223 

194 

National  Homes  Corp 

4%-1996 

CCC 

42  Va 

11.2 

13.4 

24.10 

3 

72 

484 

Ozark  Air  Lines 

6%-1988 

CCC 

71V2 

9.4 

11.8 

115.53 

3V8 

361 

98 

Pan  Am  World  Airways 

5Va- 

1989 

CCC 

58% 

9.0 

12.5 

48.57 

5 

243 

139 

Ramada  Inns' 

5  - 

1996 

B 

57V2 

8.7 

10.2 

58.65 

4% 

242 

138 

Revere  Copper 

5%- 

-1992 

BB 

67% 

8.2 

9.8 

29.41 

13V4 

390 

72 

SCM  Corp 

5%- 

-1988 

BB 

77% 

7.1 

9.0 

21.50 

18 

387 

100 

Suave  Shoe  Corp 

5  - 

-1997 

B 

52% 

9.5 

11.1 

44.44 

3% 

156 

240 

United  Brands 

5%- 

-1994 

B 

54% 

10.1 

12.2 

18.18 

7% 

136 

299 

U.S.  Steel  Corp 

5%- 

-2001 

A 

77% 

7.4 

7.9 

15.94 

31% 

502 

55 

Western  Union 

5'/4- 

1997 

B 

56% 

9.3 

10.6 

15.15 

17% 

260 

119 

Wickes  Corp 

5%- 

1994 

BB 

63V4 

8.1 

9.8 

22.00 

17% 

385 

64 

Zayre  Corp 

5%- 

-1994 

B 

64 

9.0 

10.4 

25.00 

8% 

213 

201 

"Number  of  shares  exchanged  on  conversion  multiplied  by  the  recent  stock  price.  tPercentage  rise  in  stock  price  necessary  to  make  conversion  profitable 
NR  Not  Rated. 
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Photo:  Frederick  KentTruslow 


//  took  an  act  of  congress 
to  save  the  bald  eagle. 

What  'syour  protection? 

Although  our  national  bird  is  still  endangered  by 
a  diminishing  habitat,  the  National  Emblem  Act  of 1940 
prevented  a  more  serious  situation. 

You'll  never  have  legislation  to  protect  your  property. 
But  you  can  practice  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston,  Rhode  Island  0291 9 


Faces  Behind  The  Figures 


Prime  Mover:  Peter  de  Wetter  of  Bekins  has  revived  an  ancient  formula  for 
motivating  workers:  The  harder  you  work,  the  more  money  you'll  make. 


Free  Enterprise  Inc. 

Is  it  to  get  around  unions?  "Well,  I 
suppose  that  would  make  a  good  head- 
line," says  Peter  de  Wetter,  head  of 
Bekins  Co.,  one  of  the  nation  s  largest 
moving  and  storage  companies,  discuss- 
ing his  push  toward  independent  con- 
tractors in  lieu  of  union  employees.  "But 
that  s  really  not  what  we're  doing.  We're 
trying  to  infuse  some  free  enterprise  into 
the  operation.'  The  deal  works  this  way: 
The  independent  contractor  is  guaran- 
teed $43,5(X)-a-year  gross  income  by  Be- 
kins, then  buys  a  moving  van  and  pays 
his  expenses  for  overnight  accommoda- 
tions, etc.  Bekins,  in  turn,  can  offer  cor- 
porate customers  efficient  portal-to-por- 
tal service  by  people  who  care.  One 
group  that  de  Wetter  hopes  to  recruit 
are  minorities.  ".They  have  a  much  easier 
time  these  days  getting  financing  from  a 
hank,"  Ik-  sa\  s 

But  the  group  he  is  after  most  consists 
of  married  couples.  Bekins  trucks  now 
include  a  double  bed  located  directly 
behind  the  driver's  seat,  TV  sets  and,  in 
some  cases,  a  microwave  oven.  The  addi- 
tion of  the  wife  is  appealing  to  Bekins  for 
several  reasons.  There-  is  less  time  loss 
from  "breakdowns"  in  Reno  and  Las  Ve- 
gas. The  wife,  as  co-contractor,  can  em- 


pathize with  the  wife  of  the  transferred 
executive.  She  can  also  keep  the  books 
while  her  husband  drives,"  and  she  de- 
mands that  her  husband  take  a  rest  when 
he  begins  to  fall  asleep. 

As  for  the  independent  contractor, 
some  gross  as  much  as  $100,000  a  year, 
and  the  average  on-the-road  couple  can 
put  away  $15,000  to  $20,000  a  year  in 
savings,  according  to  de  Wetter.  "You  do 
that  for  four  or  five  years,"  he  says,  "and 
you've  got  a  nice  start  in  life,  particularly 
if  you  have  only  minimum  education." 
It's  a  nice  deal,  too,  for  Bekins.  The 
company's  earnings,  since  de  Wetter,  a 
former  warehousing  entrepreneur  and 
mayor  of  El  Paso,  Tex.,  became  presi- 
dent, went  from  an  80-cents-a-share 
deficit  to  a  profit  of  $1.30  in  1976.  In  an 
industry  that  nets  around  3%  on  sales,  a 
bit  of  free  enterprise  and  motivation  can 
indeed  mean  a  lot.  ■ 


Dollar  Freak 

This  Swede  helped  finance  the  porno- 
graphic movie  /  Am  Curious  Yellotv,  and 
was  asked  to  appear  in  the  film.  He  is  a 
pianist  who  once  sat  in  for  Art  Tatum  in  a 
West  52nd  Street  jazz  joint.  He  owns 
3,000  jazz  records,  is  a  chocolate  freak 


who  has  several  times  tried,  unsuccess- 
fully, to  make  the  switch  to  cigarettes, 
and  who  dabbles  in  sleep  learning.  "If  I 
have  to  make  a  speech  in  French  or 
German,  it  helps  me  perfect  the  tenses," 
he  says. 

But  this  is  hardly  a  swinging  Swede, 
though  he  remembers  listening  to  trum- 
peter Jonah  Jones  with  Citicorp  Chair- 
man Walter  Wriston  "before  Wriston 
was  the  bank's  international  manager." 
Dr.  Tore  Browaldh  is  the  chairman  of 
Svenska  Handelsbanken,  Sweden's  sec- 
ond-largest (not  counting  the  state  bank) 
and  most  profitable  bank.  He  was  found 
in  New  York  recently,  conferring  with 
top  American  bankers  on  the  state  of  the 
U.S.  economy  and  shaking  his  head  over 
the  fallen  U.S.  dollar.  "It  has  to  be  the 
most  undervalued  currency,"  he  says. 
"You're  the  strongest  country  militarily, 
you  have  the  strongest  economy,  and 
yours  is  the  only  country  where  free 
enterprise  still  means  something.  You 
also  have  great  depth  in  trained 
management." 

Why,  then,  the  dollar's  malaise?  One 
of  many  reasons,  Browaldh  thinks,  is  the 
attitude  of  Americans  toward  themselves 
and  their  large  companies.  "You're  mas- 
ochists,"  he  says.  "You  flagellate  your- 
selves. You  make  too  much  of  scandals 
and  you  seem  intent  on  destroying  the 
best-run  economic  entities  in  the  world. 
These  large  companies,  such  as  Exxon 
and  IBM,  are  socially  responsible,  in 
that  they  pay  taxes,  organize  workers 


Good  Offices:  Swedish  banker  Tore 
Browaldh  believes  that  Americans 
should  come  to  terms  with  themselves. 
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Rectangular  gold  frame  enameled  translucent  pink  on  a  starburst  ground  overlaid  with  birds,  cherubs, 
musical  and  floral  motifs  executed  in  yellow,  rose,  white  and  green  golds  with  an  ivory  back  and  gold 
serpentine  strut.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  all  the  Russias.  From  the  Forbes  Magazine  Collection. 


■  years  ago  the  first  issue  of 
bes  Magazine  was  published, 
mark  this  Diamond  Anniversary, 
rbes  is  presenting  new  additions 
he  Forbes  Magazine  Collection 
Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business.  Today 
over  660,000  executives  subscribe 
to  Forbes.  An  additional  million 
read  every  issue. 


Circulation  and  advertising  are  at 
an  all-time  high.  And  still  growing. 
Forbes  Magazine  readers  don't  just 
own  American  business.  They  run  it. 

Forbes:  capitalist  tool 


Faces  Behind  The  Figures 


and  advance  technology.  Yet  agencies 
such  as  your  Justice  Department  try  to 
wreck  them." 

Biowaldh's  hank  has  established  a 
branch  in  the  U.S.,  because  he  believes 
that  New  York  will  become  the  world's 
international  financial  center,  with  much 
European  capital  being  stashed  here. 
"What  if  a  shot  were  fired  in  Berlin?" 
Browaldh  asks.  "Will  the  D-mark  be 
such  a  strong  currency  in  the  long  run?" 
Gnomes  of  Zurich,  are  you  listening?  ■ 


Parking  Space 

Harvey  Lamm,  42,  used  to  have  plenty 
of  nothing.  A  furniture  and  appliance 
retailer,  he  teamed  up  with  auto  entre- 
preneur Malcolm  Bricklin  back  in  1968 
to  run  Subaru  of  America,  a  publicly 
owned  company  designed  for  the  U.S. 
marketing  of  autos  produced  by  the  Japa- 
nese conglomerate  Fuji  Heavy  Indus- 
tries, Ltd. 

The  first  cars  Subaru  imported  were  so 
small  and  unroadworthy  that  they  were 
withdrawn  only  months  after  their  intro- 
duction. Later  models  were  American- 
ized, but  still  dumpy  compared  with  the 
flashy  Toyotas  and  Datsuns.  On  sales  of 
$90  million  in  fiscal  1974,  Subaru  lost  $4 
million. 

About  that  time,  Lamm  flew  to  Tokyo, 
where  he  saw  a  car  that  Fuji  was  making 
in  small  numbers  for  the  Japanese  forest- 
ry industry.  The  car  was  engineered  so 
that  the  driver,  with  just  a  flip  of  a  lever, 
could  convert  from  front-wheel  drive  to 
the  four-wheel  drive  required  when  off 
the  road.  Lamm  figured  it  would  be 
popular  with  Americans  who  wanted  to 
drive  on  a  superhighway,  say,  to  the 


ocean,  then  drive  on  the  beach.  "We 
said,  'We  want  that!'  Lamm  recalls. 
"Then  we  spent  two  years  convincing 
Fuji  we  could  sell  the  car  in  the  U.S." 

The  car,  in  a  station  wagon  version, 
saved  Subaru.  With  a  list  price  of  around 
$4,000,  it  was  several  thousand  dollars 
cheaper  than  competing  four-wheel 
drive  vehicles,  such  as  AMC's  Jeep,  with 
the  added  plus  of  the  front-wheel  option. 
In  1976  Subaru  earned  $3.8  million  and 
last  year  moved  into  fifth  place  among 
importers  by  selling  close  to  81, (XX)  vehi- 
cles, 25%  of  which  were  the  four-wheel- 
drive  station  wagon. 

Last  November  Lamm  introduced  a 
new  version  of  the  car  called  the  BBAT, 
which  is  a  passenger  car  in  the  front  and 
minipickup  truck  in  back.  The  BBAT  is 
similar  to  a  Ford  Banchero  or  a  Chevro- 
let El  Camino,  but  neither  of  the  latter 
offers  four-wheel  drive.  Even  in  the  gi- 
ant world  of  auto  manufacturing,  there's 
a  niche  for  a  new  idea.  ■ 


Texas  Legacy 

One  major  reason  Texas  is  prospering 
is  that  taxes  are  low  there.  One  major 
reason  taxes  are  low  is  that  the  U.S. 
Congress  didn't  have  a  crystal  ball  in 
1845  when  it  turned  down  a  chance  to 
take  over  state-owned  lands  in  swap  for 
$10  million  to  pay  off  the  old  Bepublic's 
debts.  But  what  did  Congress  know  of  oil 
in  1845? 

Last  year,  the  oil  and  gas  royalties, 
bonuses  and  related  income  on  those 
state  lands  totaled  over  $315  million. 
"Since  Congress  had  paid  only  $16  mil- 
lion for  the  whole  Louisiana  Purchase,  it 
refused  to  pay  $10  million  for  Texas 


Longhorn:  As  Texas  land  commissioner, 
U.  of  Texas  graduate  Bob  Armstrong 
is  his  school's  biggest  daddy. 


lands,"  chuckles  Bob  Armstrong,  whose 
job  as  Commissioner  of  the  General  Land 
Office  of  the  State  of  Texas  is  to  reap  for 
Texas  taxpayers  and  schoolchildren  the 
rewards  of  Congress'  bad  judgment. 

Some  of  the  Texas  oil  and  gas  money 
goes  into  the  Permananent  School  Fund, 
income  from  which  helps  support  ele- 
mentary and  high  school  education;  the 
fund  now  stands  at  $1.6  billion,  annual 
income  at  $85  million.  The  rest  goes  into 
a  Permanent  University  Fund,  which, 
now  standing  just  short  of  $1  billion, 
makes  the  University  of  Texas,  Arm- 
strong's alma  mater,  second  only  to  Har- 
vard in  endowment. 

Thus,  even  when  the  oil  is  gone,  the 
income  will  linger  on  to  help  Texas 
achieve  better  education  without  crush- 
ing its  taxpayers.  "Right  now  we're  pro- 
ducing more  oil  on  state  lands  than  we'rei 
finding,"  Armstrong  complains.  But  by 
pressuring  the  oil  companies  to  increase 
royalties— from  16.66%  to  20%— Arm- 
strong has  managed  to  keep  revenues 
rising  even  though  production  is  starting 
to  fall. 

Meanwhile,  there  is  natural  gas.  In 
December  Armstrong  held  a  lease  sale 
that  produced  a  record  $17.9  million. 
The  biggest  single  bidder  was  Chevron 
U.S.A.,  a  subsidiary  of  Standard  Oil  ol 
California,  which  spent  $4.3  million  to! 
get  the  right  to  drill  some  fields  in  Pecos 
County  in  hopes  of  finding  gas.  ■ 
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Hard  Driver:  Subaru's  Harvey  Lamm  spent  two  years  convincing  Japan's  Fuji 
Industries  that  Americans  would  buy  a  car  designed  for  foresters. 


Advice  about 
getting  ahead  in  management 
-from  Business  Week 

If  you're  an  up-and-coming  executive  who  wants  to  make  $25,000  to 
$50,000  a  year,  here  are  3  ways  Business  Week  can  help  you  succeed. 


I  Business  Week  Helps  Broaden  Your 
l  •  Vision.  Many  executives  are  knowl- 
dgeable  in  their  specialized  field,  but  lim- 
ed in  their  understanding  of  other  phases 
f  business.  Yet  the  higher  you  rise  in  man- 
gement,  the  more  you  need  to  understand 
'/  phases  of  business,  and  how  they  work 
)gether. 

Business  Week  helps  because  it's  the 
lost  informative  business  magazine  in  ex- 
tence.  Published  by  McGraw-Hill,  world's 
irgest  business  publisher,  it  covers  all 
hases  of  business  including:  marketing,  the 
:onomy,  labor,  management,  finance,  tech- 
ology,  government,  Wall  Street,  social  is- 
ies,  manufacturing,  the  law  and  12  other 
reas  important  to  management. 

Business  Week  describes  in  clear,  non- 
:chnical  terms  the  ideas,  events,  trends  and 
ersonalities  shaping  the  news.  And  it  tells 
ou  why  they're  making  news  —  so  you  gain 
lore  than  knowledge  of  facts — you  gain 
nderstanding. 

y    Business  Week  Gives  the  Latest  Data 
for  Your  Recommendations  and  De- 

isions.  Whether  you're  looking  for  the 
Uest  interest  rates,  consumer  trends,  short- 
ges,  market  trends,  production  statistics, 
rice  indices,  retail  volume,  and  so  forth — 
au'll  find  the  figures  while  they're  still  fresh 
-in  Business  Week.  It's  the  only  major 
2ws  magazine  that  gives  you  all  this  critical 
ata  weekly.  It  gives  you  more  business 
;ws  than  Time,  Newsweek,  and  Forbes 
jmbined. 


3 Business  Week  Keeps  You  Informed 
•  on  Personal  Business  Matters.  In  its 

unique  Personal  Business  column,  Business 
Week  shows  you  how  to  round  out  and 
polish  your  skills  as  an  effective  executive; 
how  to  get  more  enjoyment  out  of  your 
work  and  the  money  you  make  from  it.  For 
example,  you'll  read  items  like: 

•  Styles  of  executive  leadership — which  iu 
right  for  you? 

•  How  to  reduce  your  chances  of  a  tax 
audit. 

•  How  much  sleep  do  you  really  need? 

•  The  facts  on  executive  sex  lives. 

•  Executive  compensation:  where  do  you 
stand? 

•  How  to  project  a  proper  image  in  meet- 
ings. 

•  How  to  motivate  those  who  work  for  you. 

•  How  to  plan  a  business  trip  to  Europe. 

•  How  to  cope  with  insomnia. 

•  Do  you  communicate  confidence? 

•  How  to  keep  more  of  what  you  earn. 

•  How  top  executives  keep  fit. 

Is  having  your  own  subscription  worth 
$26.00?... Ask  the  man  you  work  for. 

Moving  up  in  the  executive  world  from 
a  yearly  salary  in  the  teens  to  one  in  the 
20's,  30's  or  even  50's  isn't  just  a  matter  of 
"getting  the  breaks."  An  important  assist, 
as  top  executives  know,  is  having  your  own 


personal  source  of  the  business  news  and 
information  you  need — in  compact,  easy- 
to-read  form,  fresh  each  week  while  it's 
still  news. 

That's  why  Business  Week  is  read  by 
more  successful  men  in  business— chair- 
men, presidents,  and  top  executives— than 
any  other  business  magazine.  They  subscribe 
for  $26.00  a  year— perhaps  you  should  too. 

Free  if  you  subscribe  now: 
Business  Week's  Executive  Portfolio 

If  you  subscribe  now,  we'll  deliver 
Business  Week  to  your  home  or  office  every 
week  for  a  full  year.  You'll  also  receive,  as  a 
special  gift,  our  Executive  Portfolio  of 
"Special  Reports  on  Major  Business  Prob- 
lems." The  Executive  Portfolio  was  pre- 
pared after  consultation  with  dozens  of 
presidents,  chairmen,  economists,  market 
analysts,  consultants,  vice  presidents,  man- 
agers and  directors  from  leading  business 
schools  and  companies. 

The  13  reports  in  this  Portfolio  have  all 
appeared  exclusively  in  Business  Week. 
Three  of  the  reports  have  won  business  jour- 
nalism's highest  awards  for  excellence. 

The  Executive  Portfolio  is  160  pages 
and  contains  numerous  charts  and  pictures.  It 
is  handsomely  bound,  and  your  name  will  be 
embossed  in  gold  leaf  on  the  cover. 

For  your  free  Executive  Portfolio,  and 
your  one-year  subscription,  simply  return 
the  coupon  below.  No  need  to  send  money 
now;  we  can  bill  you  later. 


More 
successful 
executives . . . 

. . .  more  chairmen, 
presidents  and  top 
management  person- 
nel read  Business 
Week  than  any  other 
business  magazine. 
One  reason  is  because 
Business  Week  gives 
you  more  business 
news  than  any  other 
magazine — more  than 
Time,  Newsweek  and 
Forbes  combined. 
Subscribe  now  and 
you'll  also  receive  a 
free  Executive  Port- 
folio of  "Special  Re- 
ports on  Major  Busi- 
ness Problems." 


BusinessWeek 


Herbert  A.  Hunter 


1221  Avenue  of  the  Americas,  New  York,  N.Y.  10020 

Please  send  me  my  personalized  copy  of  the  new  Executive  Portfolio  of  "Special  Reports 
on  Major  Business  Problems"  as  a  bonus  gift  with  my  one-year  subscription  to  Business 
Week  for  the  regular  rate  of  $26  (less  than  51c  an  issue — and  savings  of  $37.75  over  the 
newsstand  price). 

□  I  prefer  a  3-year  subscription  at  the  regular  rate  of  $59.25 

□  Payment  Enclosed  □  Bill  Me  □  Bill  My  Company 

Please  print  name  as  it  should  appear  embossed  in  gold  on  the  cover  of  your  Executive 
Portfolio. 
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Company  
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Faces  Behind  The  Figures 


Back  To  The  Real  World 

"Economists  have  tended  to  pooh-pooh 
the  adverse  impacts  of  inflation,  because 
they  haven't  really  understood  them," 
says  Martin  Feldstein,  himself  a  distin- 
guished Harvard  economist.   "We  tax 


Fundamentalist:  Martin  Feldstein  will 
aim  the  National  Bureau  of  Economic 
Research  at  basic  economic  problems. 


nominal  interest  instead  of  real  interest, 
nominal  capital  gains  instead  of  real  cap- 
ital gains,  historical  cost  depreciation  in- 
stead of  real  depreciation.  We  end  up 
dramatically  changing  the  incentives  to 
invest  and  the  rates  of  return  available  to 
savers." 

Feldstein  was  recently  named  presi- 
dent of  the-National  Bureau  of  Economic 
Research,  and  he  thinks  that's  the  kind  of 
problem  the  NBER — which  is  best 
known  for  its  work  on  business  cycles — 
ought  to  study.  In  recent  years,  by  con- 
trast, the  researchers  (which  some  years 
ago  included  Nobel  prizewinners  Milton 
Friedman  and  Simon  Kuznets)  have 
spread  into  areas  such  as  mathematical 
applications  of  computers  or  statistical 
methodology  that  often  excite  academic 
economists  but  rarely  interest  ordinary 
mortals.  (A  recent  publication:  "Robust 
Non-linear  Regression  Using  Dogleg 
Algorithm") 

Feldstein,  who  believes  that  statistical 
methodology  has  a  place  in  economics 
but  ought  not  to  be,  at  the  center  of 
attention,  wants  to  get  the  bureau  back 
to  the  economic  problems  of  the  real 
world.  The  impact  of  inflation  on  capital 


80 


formation  is  just  one  example.  A  related 
topic:  "We  have  largely  ignored  the  dra- 
matic role  that  Social  Security  and  pri- 
vate pensions  play  in  the  capital  forma- 
tion process,  too,"  Feldstein  says. 

Another  real  world  problem  NBER 
will  be  getting  into  is  a  study  of  youth 
unemployment.  "Here's  an  area  where 
everybody  is  crying  out  for  something, 
and  yet  there's  vast  ignorance  about  the 
nature  of  that  unemployment,"  Feld- 
stein says.  "My  feeling  is  that  many  of 
the  policies  that  are  being  discussed  and 
designed  are  not  going  to  do  much  to 
solve  the  problem,  because  they  re 
based  on  a  false  picture  of  what  that 
problem  is.  How  many  people  know  that 
young  people  have  the  shortest  dura- 
tions of  unemployment? 

Feldstein  hopes  that  the  bureau's  re- 
searchers will  be  able  to  find  an  answer 
to  the  question:  What  is  it  that  makes  the 
unemployment  rate  for  these  young  peo- 
ple drop  dramatically  year  by  year  as 
they  mature  into  their  mid-twenties? 
Now  that's  the  kind  of  problem  you  can 
be  curious  about  whether  you're  a  Ph.D. 
or  just  a  parent  of  teenage  children.  ■ 


Getting  Involved 

A  chief  executive's  job  is  to  develop 
strategies.  Should  he  also  be  concerned 
with  the  tactics?  He  should,  according  to 
Colgate-Palmolive  Chairman  David  R. 
Foster,  who  says,  "I  don't  think  enough 
chief  executive  officers  get  involved." 
Foster  is  involved  in  sports  sponsorship. 
His  company  this  year  will  be  the  largest 
corporate  backer  of  sports  events,  spend- 
ing some  $7  million  on  prizes  and  pro- 
motions. "It  just  wouldn't  be  the  same  if 
I  delegated  this,  says  Foster,  who  ap- 
peared in  person  last  month  at  Madison 


Square  Garden  in  New  York  City  to 
hand  over  a  $100,000  check  to  Jimmy 
Connors,  winner  of  the  five-day  Colgate 
Grand  Prix  Masters,  the  richest  prize  in 
tennis. 

Foster,  57,  top  man  at  Colgate  since 
1971,  admits  that  no  tangible  proof  exists 
that  sports  really  help  Colgate  sell  more 
Palmolive  or  Ajax.  But  his  sports  budget 
is  tiny  compared  to  the  $.537  million  the 
company  spends  on  its  measured  media 
and  promotion  budget  alone.  And  he 
believes  that  Colgate  s  sponsorship  of 
youth  and  sports  events  in  some  60  coun- 
tries is  changing  its  image  as  a  staid  old 
company — particularly  if  he  shows  up 
personally. 

So  last  month,  in  addition  to  "appear- 
ing" at  the  Garden,  Foster  was  checking 
the  details  of  a  track  meet  in  Brooklyn, 
N.Y.  for  some  20,000  New  York-area 
women  and  opened  a  Colgate-funded 
sports  stadium  in  Cali,  Colombia.  "Sure, 
I  couid  write  a  check  for  these  local 
charities,"  Foster  says,  "but  it  wouldn't 
be  the  same  as  getting  involved  myself." 

Is  all  this  just  a  hobby  at  the  expense 
of  shareholders?  No,  says  Foster,  citing 
Colgate's  experience  after  it  bought  Ram 
golf  clubs  in  1974  and  was  heavily  spon- 
soring golf  tournaments.  The  acquisition 
coincided  badly  with  a  worldwide  slump 
in  equipment  sales.  An  avid  golfer,  Fos- 
ter nevertheless  bought  Bancroft  rac- 
quets and  switched  much  of  Colgate's 
money  into  tennis.  "We  knew  the  tennis 
boom  of  30%  growth  a  year  would  stop  in 
this  country,"  explains  Foster,  "but  that 
boom  is  now  going  abroad."  Anyway, 
backing  tennis  rather  than  golf  yields  an 
added  plus.  "If  you  offer  top  customers 
free  tickets  to  a  golf  tournament  only  the 
golf  nuts  come,"  says  Foster.  "But  every- 
body wants  a  ticket  to  our  marquee  at 
Wimbledon."  ■ 


Colgate-Palmolive's  Foster  With  Tennis  Champ  Jimmy  Connors:  If  you're  going 
to  do  it,  says  Chairman  Foster,  do  it  with  a  personal  touch. 


We're  better  off 
than  we  think 


1 .  "Rivers  are  poisonous",  yet  today  you  can 
drink  safely  from  almost  anywhere  in  the 
Mississippi.  A  few  years  ago  you  probably 
would  have  got  Typhoid. 

2.  "The  air  is  filthy",  but  cleaner  than  fifty 
years  ago  when  almost  every  house  belched 
coal  smoke  all  winter  long  and  bred  flies 

all  summer.  And  since  time  began,  all 
man-made  pollution  does  not  equal  the 
amount  of  particulates  and  gases  from  three 
volcanic  eruptions. 

3.  "Lake  Erie  is  dead",  yet  it  produces  more 
edible  fish  than  larger  Lake  Superior. 

4.  "All  oxygen  is  generated  by  green  plants", 
but  this  is  not  so.  Most  of  our  oxygen  is  gen- 
erated by  photodissociation  of  water  vapor 

in  the  upper  atmosphere,  and  is  unlimited. 

5.  "Carbon  monoxide  is  killing  us",  but 
it  winds  up  in  our  soil,  which  it  enriches. 

6.  And  while  all  this  has  been  going  on, 
wages  in  this  country  have  risen  faster 
and  farther  than  prices,  and  employment 
is  higher  than  it  has  ever  been. 

These  facts  and  many  more  of  an 
encouraging  nature  are  supplied  by  BLS, 
Statistical  Abstracts,  World  Almanac,  AP,  etc. 


WARNER  &  SWASEY 


I 


The  Gradall  Division's  G-440  can  handle  a 
wide  range  of  jobs  .  .  ditching  .  sloping  . 
grading  .  .  .  excavating  .  .  .  material  handling. 
It  is  well  known  for  its  versatility  and  reliability. 


roductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

1S78  THE  WARNER  &  SWASEY  COMPANY      Executive  Offices:  1 1000  Cedar  Avenue,  Cleveland,  Ohio  44106 


"Marie Y? 
They're  the 
cooling  lower  people 


Right.  But. 

Try  groundwater  hydrology,  water  well  drilling, 
pumps,  deaeration  equipment,  shell  and  tube  heat 
exchangers,  water  and  waste  water  treatment  equip- 
ment, or  air-cooled  heat  exchanges. 

You're  still  right.  Because  Marley's  world  is  growing. 
Growing  to  create  a  balanced  corporate  base  that 
can  withstand  the  impact  of  cyclical  market  activity. 

Through  a  program  of  internal  growth  and  acquisi- 
tion, The  MarleyrCompany  and  its  seven  operating 
companies  now  provide  a  broad  product  mix  for  the 
industries  that  silently  touch  each  and  every  one  of 
us:  from  electric  generating  to  petroleum  refining 


and  petrochemicals,  from  chemical  processing  to 
agriculture,  and  from  a  continuing  and  abundant 
supply  of  fresh  water  to  the  temperature  of  the  office 
you're  sitting  in. 

Each  of  Marley's  operating  companies  has  a  long 
record  of  proven  leadership  in  its  particular  field  as 
well.  Respected  names  like  Chicago  Heater  Com- 
pany, Inc.;  Engineers  and  Fabricators,  Co.  (EFCO); 
General  Filter  Company;  Layne  &  Bowler,  Jnc; 
Layne-Western  Company,  Inc.;  Marley  International, 
Inc.;  and  The  Marley  Cooling  Tower  Company.  All  a 
part  of  Marley's  new  world. 


Sure,  we're  still  the 
cooling  tower  people." 
But  now  we're  even 


MARLEY 


The  Marley  Company,  Corporate  Headquarters— 5800  Foxridge  Drive— Mission,  Kansas  66202 


FORBES  Money  And  Investments 


The  Economy 


Things  Jimmy's  Father  Never  Told  Him 


Jimmy  Carter  once  again  is  making  an  effort  to  explain  his 
economic  policies  in  coherent  fashion.  But  he  probably  won't 
succeed  because  his  eclectic  mixture  of  policies  does  not  lend 
itself  to  labels.  His  budget  is  thoroughly  nonideological. 

The  President  is  proposing  a  $500-billion  budget  for  fiscal 
1979,  which  begins  Oct.  1.  Terrifying  as  that  sounds,  it  repre- 
sents only  a  2%  rise  in  spending  once  the  numbers  are  adjusted 
for  inflation.  And  since  the  defense  budget  will  be  going  up 
more  than  that  in  real  terms,  the  rest  of  the  spending,  altogeth- 
er, will  be  buying  less  than  it  is  this  year.  In  that  sense  this  is  a 
conservative  budget. 

Because  of  the  whopping  jump  in  Social  Security  taxes  next 
year,  and  the  way  inflation  pumps  up  federal  revenue  from  the 
income  tax,  Carter  has  room  to  spend  more.  However,  taking  a 
leaf  out  of  Gerald  Ford's  budget  book,  Carter  instead  has 
chosen  to  cut  taxes  by  $24.5  billion.  After  allowing  for.  the 
Social  Security  increase,  that  will  have  the  effect  of  handing 
$14  billion  back  to  consumers  and  businessmen  to  spend  as 
they  see  fit.  In  short,  a  free  enterprise  stimulus  to  the  econo- 
my. A  doctrinaire  liberal,  of  course,  would  have  much  pre- 
ferred a  different  kind  of  stimulus  for  the  economy:  stepped-up 
federal  spending. 

But  of  course  the  conservatives  won't  throw  their  hats  in  the 
air  over  the  Carter  budget  because  it  is  going  to  add  $10  billion 
more  stimulus  to  an  economy  that  is  getting  closer  to  full 
employment;  a  doctrinaire  conservative  would  have  chosen  to 
reduce  the  deficit  instead. 

Liberals  will  be  outraged  that — as  Forbes  predicted  (Oct. 
15,  1977) — Carter  has  pulled  back  on  many  of  the  important 
tax-reform  proposals  he  originally  intended  to  present,  and 
that  he  wants  net  cuts  in  business  taxes  of  about  $7  billion. 


However,  about  $17.5-billion  worth  of  his  personal  tax  cuts  are 
designed  to  make  the  income  tax  a  bit  more  progressive  while 
reducing  its  levels,  quite  an  acceptable  idea  to  most  liberals. 
Liberals  and  conservatives  alike  will  be  aghast  at  his  biggest 
reform  proposal:  raising  $5.8  billion  by  limiting  personal  item- 
ized deductions  for  medical  care  and  casualty  losses,  and  other 
expenses  as  well. 

Finally,  the  President  is  launching  a  new  anti-inflation  effort 
that  will  please  neither  the  "hands  off''  conservatives  nor  the 
interventionist  liberals.  It  will  be  entirely  voluntary.  Manage- 
ment and  labor  will  be  called  in  industry-by-industry  to  find 
ways  to  reduce  their  rate  of  inflation.  The  emphasis  will  be  on 
cutting  future  cost  increases  through  higher  productivity, 
harder  bargaining  with  materials  suppliers  or  perhaps  changes 
in  government  regulations.  That  should  encourage  smaller 
price  increases,  and  could  lead  to  smaller  wage  hikes  when  the 
next  major  round  of  collective  bargaining  gets  under  way  in 
1979 — or  so  the  theory  goes.  In  practice,  its  whole  purpose  is 
to  be  a  backbone-stiffening  enterprise  for  business. 

Industry  representatives  will  leave  the  negotiations  with  a 
full  understanding,  in  qualitative  terms  at  least,  of  what  kind  of 
price  restraint  the  Administration  expects.  If  they  ignore  it,  is 
there  a  club  in  the  closet?  It  is  hard  to  say. 

There  won't  be  unless  Jimmy  Carter  is  prepared  to  do 
something  he  so  far  has  avoided  like  the  plague:  getting 
deeply,  personally  involved  in  using  the  power  of  his  office  to 
twist  arms.  (Unlike  John  F.  Kennedy's,  Jimmy  Carter's  father 
never  said  that  all  businessmen  are  SOBs.) 

Is  Carter  s  policy  liberal  or  conservative?  Obviously  some  of 
both.  His  critics  will  say  he  is  still  a  mass  of  contradictions.  But 
then  so  is  the  economy.  ■  — John  Berry 


A  Meaningful  Relationship? 

Concern  Grows  About  Consumer  Spending 
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Consumer  sentiment  measured  by  the  University  of 
Michigan  Survey  Research  Center  has  fallen  sharply  since 
mid-1977  to  the  lowest  level  in  more  than  a  year  and  a  half. 
This  is  cause  for  considerable  caution  because  the  recovery 
is  well  along.  But  there  have  been  times  in  the  past  when 
the  survey  results  have  given  false  signals. 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


That  Was  The  Week  That  Was 

By  Ben  Weberman 

". . .  The  Fed's  action  has  created  some 

very  interesting  investment  opportunities  . . ." 


'sually  the  safe  thing  about  making 
economic  predictions  is  that  by  the  time 
they  have  been  proved  wrong,  most  peo- 
ple have  forgotten  them.  Things  happen 
so  fast,  change  so  fast  these  days  that  the 
poor  economists  can  no  longer  count  on 
the  short  memories  of  the  public  (and 
the  media). 

I  feel  I  have  just  been  through  the 
whole  of  1978  in  just  a  few  weeks.  A 
group  of  economists  to  which  I  belong 
cook  a  poll  on  where  certain  economic/ 
financial  indicators  will  be  by  June  30, 
1978.  It's  a  rather  distinguished  group. 
Most  of  the  members  head  the  monetary 
economics  departments  at  leading  corpo- 
rations, banks,  dealers  and  mutual 
funds.  Many  are  well  known — although 
as  a  member  I  am  pledged  not  to  reveal 
their  names.  We  call  the  group  the 
Downtown  Economists  Lunch  Group 
(although  we  met  in  uptown  Manhattan 
this  year  for  dinner). 

On  Jan.  5,  35  members  submitted 
their  written  predictions.  By  the  time 
■the  predictions  were  opened  and  tabu- 
lated on  Jan.  11,  they  were  already  left 
behind  by  events.  Prevailing  interest 
rates  were  already  higher  than  the  gen- 
eral range  of  projections.  Unemploy- 
ment and  the  stock  market  were  both 
beloiv  the  lowest  forecasts. 

Taking  a  median  of  the  forecasts,  un- 
employment was  predicted  to  be  down 
to  6.7%  by  June  30;  the  lowest  of  the 
estimates  was  6.5%.  A  week  later,  when 
the  government  figures  were  out,  the 
most  optimistic  of  the  optimists  were 
surprised.  The  actual  number:  6.4%. 

Our  group  had  no  luck  with  the  stock 
market,  either.  The  Dow  Jones  industri- 
al average  was  projected  at  a  level  of  821 
by  June  30  by  the  most  pessimistic  quar- 
ter ofthe  group.  On  Jan.  11  the  DJI  was 
at  776.  The  average  guess  for  ;;-ne  30 
came  to  870,  with  the  iipner  <  aarter 


'Mr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


minority  picking  900.  The  absolute  high- 
est projection  was  975  for  mid-year  1978. 
It  will  take  quite  a  rally  to  make  those 
prognostications  come  true. 

That  brings  us  to  interest  rates.  Re- 
member that  interest  rates  are  the  special- 
ty of  most  of  the  group.  When  the  mem- 
bers sat  down  at  the  turn  of  the  year  and 
put  their  pencils  and  econometric  models 
to  work  to  project  interest  rates  into  June 
1979,  they  expected  yields  to  first  rise  and 
then  to  drop.  The  three-month  Treasury 
bill  then  carried  a  yield  of  6.07%,  and  the 
average  forecast  return  for  June  30  came 
out  to  6. 5%;  the  upper  end  ofthe  range  was 
6.6%.  At  Jan.  11,  the  three-month  bill  rate 
was  already  at  6.65%,  having  gone  up 
further  in  one  week  than  the  heady  econo- 
mists had  expected  it  to  do  in  26  weeks. 
The  story  was  pretty  much  the  same  with 
long-term  utility  bonds. 

Well,  what  happened?  How  could  so 
many  pundits  miss  the  boat?  Simply  be- 
cause they  failed  to  anticipate  the  sud- 
den about-face  in  early  1978  in  the  Fed- 
eral Reserve  attitude  to  credit  policy. 
During  December  the  monetary  officials 
were  insisting  that  it  would  be  useless  to 
adopt  the  conventional  techniques  of 
fighting  a  sagging  dollar  by  tightening 
credit  and  raising  interest  rates.  A  few 
weeks  later  the  Fed  was  doing  exactly 
what  it  said  it  wouldn't  do — raising  inter- 
est rates  to  strengthen  the  dollar.  What 
had  happened  was  this: 

President  Carter  came  back  from  a  trip 
that  included  visits  with  officials  of  Saudi 
Arabia,  which  happens  to  have  over  S68 
billion,  much  of  it  invested  in  dollar 
securities,  and  informed  the  Treasury 
that  he  would  look  kindly  on  raising  inter- 
est rates  as  a  gesture  that  the  U.S.  was 
dead  serious  about  supporting  the  dollar. 
By  Friday,  Jan.  6,  the  Fed  had  lifted  the 
discount  rate  one-half  of  1%  and  other 
interest  rates  were  likewise  ascending. 

Why  did  these  events  overwhelm  my 
friends'  predictions?  Largely  because  it 
was  political  events,  not  purely  economic 
ones,  that  led  to  the  increase  in  interest 
rates.  Alas!  Politics  and  economics  are 
hopelessly  tangled.  They  probably  always 
have  been,  but  never  more  than  today  . 


Looked  at  from  a  purely  economic 
point  of  view,  there  was  nothing  that 
suggested  a  big  jump  in  interest  rates 
and  a  big  sag  in  the  stock  market.  Con- 
ventional economic  indicators  were  be- 
having comfortably  enough:  Inflation  re- 
mained relatively  moderate  and  seemed 
likely  to  remain  so;  business  as  a  whole 
was  good  but  not  so  good  that  a  runaway 
boom  seemed  apparent.  The  most  prob- 
able scenario  was  for  a  slight  increase  in 
short-term  interest  rates  and  a  continued 
decline  in  long-term  rates.  But  the  Fed 
changed  all  that. 

While  my  crystal  ball  was  not  abso- 
lutely clear,  in  my  Nov.  15  column  I  did 
warn  that  there  could  be  a  bulge  in  long- 
term  interest  rates  and  suggested  that 
investors  restrict  new  commitments  to 
medium-term  paper — one  to  three 
years.  Thank  goodness  I  was  cautious! 

What  now?  In  my  judgment,  the  Fed's 
action  has  created  some  very  interesting 
investment  opportunities.  The  funda- 
mental situation  hasn't  changed — just 
the  perception  of  it.  In  the  end  percep- 
tion will  match  the  facts  and  long-term 
interest  rates  will  come  down  again. 

I  still  worry  that  bearish  sentiment 
dominates  the  market  and  could  bring 
higher  yields — that  is,  lower  bond 
prices — but  the  wise  investor  does  not 
expect  to  hit  market  tops  or  bottoms.  I 
would  take  advantage  of  these  generous 
yields  to  swing  some  money  from  short- 
term  havens  to  the  long-term  zone.  For 
those  interested  in  top  quality,  the  Trea- 
sury will  be  selling  securities  to  roll  over 
maturing  Feb.  15  notes.  Terms  were 
announced  Wednesday,  Jan.  25. 

Investors  in  corporate  issues  could 
consider  Pacific  Telephone  6c  Telegraph 
9s  of  2018  priced  at  100%  to  yield  8.94%. 
These  debentures  cam  a  lower-quality 
raring  than  other  Bell  System  issues  be- 
cause of  adverse  California  phone  rate 
rulings.  Any  improvement  in  state  regu- 
latory attitudes  would  bring  a  relative 
price  improvement  in  these  bonds. 

I  would  not  jump  fully  into  the  long- 
term  market,  however,  but  would  re- 
serve some  buying  power  in  the  event 
that  vields  climb  still  further.  ■ 
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LATE  BREAKING  INVESTMENT  NEWS 


FIDELITY  INTRODUCES: 

HKHER 
TAX-FREE  YIELD 


New  Fund  Has 
No  Sales  Charge; 
Low  Management 
Fee  Cited  

Higher  Yield 
Is  Envisioned 

Fidelity  has  just 
introduced  a  fund  with 
timely  investor  appeal. 
The  new  fund,  Fidelity 
High  Yield  Municipals, 
puts  an  intentional 
emphasis  on  the  "high" 
in  its  name. 

The  portfolio  will 
be  comprised  of  high- 
yield,  medium  quality 
municipal  bonds.  Because 
of  this  fact,  the  new  fund 
differs  from  the  high 
quality  Fidelity  Municipal 
Bond  Fund.  It's  perhaps 
best  compared  to  other 
funds  that  place  less 
emphasis  on  quality. 

Fidelity  has 
adopted  an  intensive 
management  approach 
in  seeking  to  maintain 
the  yield  and  limit  risk. 
The  Fund's  low  expenses 
are  designed  to  appeal 
to  investors  seeking 
greater  tax-free*  income. 

Low  Expenses  A  Key 
There  is  no  sales 
charge  or  redemption  fee 
for  Fidelity  High  Yield 
Municipals.  The  manage- 
ment fee  is  low  (45/100  of 
1%)  and  should  be  com- 
pared with  competing 
funds. 

Astute  investors 
will  quickly  spot  an  obvi- 
ous Fidelity  advantage: 
low  expenses  should 
have  a  favorable  impact 
on  net  yield. 


Fidelity  launches  new  fund  to 
investor  applause. 


Advantages  to  Fidelity 
High  Yield  Municipals 

a  High  daily  tax-free  income 

□  No  sales  charge  or  redemp- 
tion fee 

d  Tax-free  compounding  of 

income 
o  Professional  management 
o  Diversification 
a  Daily  liquidity 

□  Low  management  fee 

a  Telephone  withdrawal  and 

exchange 
o  Full  record-keeping 

assistance 
a  No  coupons  to  clip 


Professional  Management 

The  Fund's 
experienced  managers 
acknowledge  both  the 
higher  yields  and  inher- 
ent risk  one  can  expect 
from  medium  quality 
bonds.  In  response,  they 
have  adopted  a  continu- 
ous and  aggressive  man- 
agement approach. 

Interest  rate 
fluctuations  and  chang- 


ing credit  conditions 
will  be  constantly  moni- 
tored, as  well  as  the 
fiscal  health  of  the  issu- 
ing authorities  involved. 
In  this  way,  management 
will  focus  on  limiting 
price  fluctuations  while 
seeking  opportunities 
to  provide  a  high  tax- 
free  yield. 

.Additional  Benefits 

The  Fidelity 
approach  also  compares 
favorably  with  unman- 
aged  investments  with 
a  sales  charge. 

Fidelity  points  to 
tax-free  compounding 
and  the  daily  liquidity  as 
particular  advantages  of 
their  fund. 

Investors  seek- 


ing higher  tax-free 
income,  others  wishing 
to  accumulate  and 
compound  such  income, 
or  those  presently 
investing  in  unit  trusts 
are  all  encouraged  to 
learn  more.  They  should 
return  the  coupon  below 
or  call  toll  free  today. 


CALL  FREE 

(800)225-6190 

In  Mass. 
Call  Collect 
(617)  726-0650 
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FIDELITY 
HIGH  YIELD 
MUNICIPALS 

RO  Box  832.  Dept.  FF80123 
82  Devonshire  St .  Boston,  Mass.  02103 
For  more  complete  information,  including  man- 
agement fees,  other  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 


.  Zip- 


FIDELITY  GROUP 

Over  $3  billion  of  ass*-i  s  under  manage 
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"A  portion  may  be  subject  to  Federal  ■  .ite  or  local  tax 
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Market  Comment 


The  Big  Bad  Wolf 

By  Lucien  O.  Hooper 

44 .  .  .  Remember  a  few  of  the  things  society 
and  the  capitalistic  system  have  taken  .  .  ." 


« 


've  been  reading  about  the  bear  case, 
and  listening  to  men  of  repute  interpret 
it  and  expand  it.  It  grows  like  a  snowball 
rolling  downhill  in  wet  snow,  and  the 
downslope  seems  to  have  no  end.  In- 
stead of  stopping,  this  snowball  gets  big- 
ger all  the  time. 

The  chronic  pessimism  about  personal 
financial  affairs,  the  economy,  the  coun- 
try, the  world,  the  next  generation  and 
the  whole  system  is  a  product  of  brood- 
ing over  many  things:  the  energy  crisis, 
the  weakness  in  the  dollar,  inflation,  in- 
terest rates,  labor  costs,  crippling  taxes, 
chronic  unemployment  in  spite  of  the 
always  growing  number  of  people  em- 
ployed, the  unsolved  poverty  relief 
problem,  the  Middle  East  deadlock,  pos- 
sibly fictitious  corporate  accounting,  per- 
sonal crookedness  in  high  places,  and 
above  all  the  apparent  inadequacy  of  pri- 
vate and  government  response  to  cope 
with  it  all,  or  any  significant  part  of  it. 

It  seems  to  me  that  the  least  common 
denominator  of  all  this  is  lack  of  confi- 
dence in  the  continuity  of  the  social  sys- 
tem and  the  survival  of  capitalism  itself. 
To  be  sure,  none  of  the  bears  is  saying 
this.  They  are  just  building  up  an  intel- 
lectual Frankenstein  from  which  their 
logic,  if  carried  to  its  inevitable  conclu- 
sion, would  lead  to  the  end  of  the  capital- 
istic system  and  a  great  deterioration  in 
the  world  standard  of  living.  All  this,  it 
seems  to  me,  is  absurd.  The  U.S.  and 
the  world  are-  not  going  to  the  dogs! 

So  says  this  writer  in  his  59th  year  of 
interpreting  American  sociei  ,  the  in- 
vestment environment  and  far-reaching 
events!  Our  society  today  ,  while  greatly 
changed,  is  just  as  solid  and  elastic  as  it 
was  64  years  ago  when  Archdu!  t  Ferdi- 
nand was  shot,  which  occurrence 
touched  off  the  biggest,  quickest,  most 
world-shaking  events  in  history  .  There 
never  has  been  a  time  in  those  64  years 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  L-  McKinnon  Securities  Inc. 


when  something  has  not  been  happening 
to  make  contemporaries  think  that  soci- 
ety and  the  system  could  not  take  it. 

Just  remember  a  few  of  the  things 
society  and  the  capitalistic  system  have 
taken:  two  world  wars;  the  collapse  of 
practically  all  the  monarchies  of  the  19th 
century  and,  in  most  cases,  the  substitu- 
tion of  at  least  quasi-socialistic  govern- 
ments for  them;  the  complete  reorgani- 
zation of  the  economies  of  France  and 
Germany  twice;  the  end  of  the  British 
Empire,  the  rise  of  the  Soviet  Union;  the 
Great  Depression;  almost  continuous 
world  inflation  (except  for  about  ten 
years  in  the  1930s  when  we  had  the 
greatest  world  economic  distress  due  to 
deflation);  the  acceptance  of  such  impos- 
sible socialistic  ideas  as  almost  unham- 
pered labor  union  power;  health,  unem- 
ploy  ment  and  old  age  insurance,  pay  roll 
taxes,  environmental  controls;  the  in- 
come tax;  the  very  idea  of  the  state  con- 
trolling and  guiding  the  economy  itself; 
and  the  gradual  development  of  a  situa- 
tion where  the  state,  the  nation  and  local 
governments  combined  are  taking  more 
than  50  cents  of  every  dollar  of  the  pub- 
lic's private  income  to  finance  projects 
that  provide  some  wanted  or  unwanted 
public  benefits,  or  no  benefits  at  all. 

And  why  have  we  taken  all  this  sitting 
down?  Of  course  we  have  not  all  "sat 
down"  all  the  time  while  taking  it.  Some 
of  us,  at  one  time  or  another,  have  pro- 
tested, but  not  enough  of  us;  and  all  of 
us,  except  possibly  the  very  rich,  have 
benefited  in  some  way  from  the  higher 
standard  of  living  this  new  type  of  cap- 
italism has  made  possible.  Some  will  say 
that  we  have  sold  our  birthright  for  a 
mess  of  pottage,  but  on  the  whole  the 
pottage  has  been  regarded  as  good,  even 
if  it  has  needed  a  lot  of  salt  and  pepper 
now  and  then,  as  well  as  requiring  the 
development  of  a  taste  for  it. 

The  weakness  of  the  bear  case,  in  ad- 
dition to  the  fact  that  too  many  accept  it, 
is  that  there  is  too  little  confidence  in  the 
elasticity  and  durability  of  our  ever- 
changing  system.  This  system  has  adjust- 
ed to  scarcities  caused  by  the  waste  of 
two  great  wars,  and  to  the  undistributed 
gluts  of  the  Great  Depression.  It  has  also 


survived  beautifully  two  postwar 
reconstructions. 

It  adjusted  to  the  automobile,  to  the 
great  increase  in  population,  to  the  new 
mobility  of  people  all  over  the  world,  to 
installment  financing,  to  the  minimum 
wage  (we  are  still  adjusting  to  that),  to 
television,  to  the  telephone  and  to 
computers. 

And  what  about  the  adjustments  to 
come?  One  of  the  things  we  are  worried 
about  is  huge  debt.  So  far  in  this  age  that 
problem  has  been  taken  care  of  by  infla- 
tion. We  can  alway  s  pay  off  and  service 
debts  in  dollars  smaller  than  we  bor- 
rowed and  in  dollars  smaller  than  we 
expected  to  pay.  In  other  words,  we  will 
have  no  trouble  with  debts  unless  we 
have  deflation.  In  that  event  we  would 
be  in  real  trouble.  The  greatest  danger, 
something  no  one  talks  about,  is  defla- 
tion, not  inflation. 

One  can't  help  recalling  a  much  sung 
popular  song  of  the  early  1930s,  Who's 
Afraid  of  the  Big  Bad  Wolf  'J  Perhaps  the 
implementation  of  the  thinking  and  ac- 
tion that  followed  the  days  in  which  this 
tune  was  sung  will  prove  more  profitable 
to  investors  than  the  assumption  that  the 
sy  stem  "can  t  take  it." 

There  comes  a  time  in  every  crisis, 
just  as  in  the  tragedies  of  Shakespeare, 
when  the  complicating  factors  complete 
their  work  and  the  resolving  forces  begin 
to  operate.  Perhaps  the  dollar  crisis  will 
be  the  catalyst  to  force  the  U.S.  to  face 
up  to  the  all-important  energy  problem 
evil.  If  we  do  this,  it  won't  be  long  before 
the  Middle  East  oil  cartel  collapses  of  its 
own  weight.  Indeed,  there  appear-  to  be 
a  few  cracks  in  it  already . 

I  suppose  some  of  the  investment  in- 
tellectuals will  say  this  column  is  only 
whistling  in  the  dark,  something  written 
by  an  old  man  who  should  have  retired 
10  or  15  years  ago.  I  hope  they  will 
remember  that  I  also  whistled  in  the 
dark  when  the  investment  intelligentsia 
were  buying  one-decision  growth  stocks 
at  25,  30  and  40  times  earnings.  There's 
more  to  financial  intelligence  than  com- 
plicated mathematics  and  the  assump- 
tion that  prevailing  current  trends  in  the 
economv  are  immortal.  ■ 
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He  Who  Hesitates  Ss... 

By  Peter  G.  Banzhaf 

". . .  Admittedly,  it  isn't  at  all 
easy  to  isolate  the  big  winner .  .  ." 


I  his  column  is  devoted  to  the  argu- 
ment that  buying  too  soon  is  sometimes 
one  of  the  best  ways  to  make  out  well  in 
the  stock  market.  That's  right — buying 
too  soon.  Let  me  explain. 

Many  investors — perhaps  I  should  say 
most  of  us — often  see  a  stock  that  we  really 
like  and  which  we  think  is  attractively 
icheap.  Furthermore,  events  taking  place 
[indicate  that  two  or  three  years  from  now 
ithere  will  almost  certainly  be  a  substantial 
jbulge  in  earnings,  a  bulge  stemming  from 
an  enduring  improvement  in  the  com- 
pany's basic  earnings  capacity. 

Pretty  good  stuff,  right?  Let's  climb 
Uboard.  But  no.  That's  not  what  our  in- 
vestor does  at  all.  The  stock's  not  mov- 
ing, he  says;  no  action  yet,  so  he  waits. 
There  11  be  plenty  of  time.  For  the  mo- 
nent,  his  money  can  be  put  to  better  use 
.somewhere  else.  There're  a  few  hot  ones 
iround,  movers  with  legs  that  can  easily 
pake  him  20%,  maybe  30%,  before  he 
commits  himself  to  the  longer-term  situ- 
ation. It  would  be  silly  to  miss  an  easy 
109c  by  getting  into  the  stock  too  soon. 
i>o  he  thinks. 

i  Never  mind  that  making  20%  over  the 
khort  term  is  about  as  likely  as  getting 
palph  Nader  to  take  a  ride  in  your  Cor- 
sair. Our  investor  makes  a  short-term 
buy,  but,  by  the  time  he  has  extracted 
i in i self  from  that  unpleasantness  with  a 
liminished  bankroll,  his  real  love  has 
aken  to  the  air  like  a  peregrine  falcon 
jind  he  has  missed  it. 
j  The  idea  that  any  of  us,  working  with  a 
limited  amount  of  capital,  can  slip  in  and 
|mt  of  stocks,  make  a  regular  and  sub- 
stantial profit  is,  of  course,  absurd.  But 
it's  a  game  that  we  all  play,  in  one  form 
(tr  another.   It's  a  self-deception,  like 
■heating  at  golf,  that  somehow  we  think 
lye  can  get  away  with  when  nobody's 
looking.  It  just  doesn't  work  that  way. 
As  a  rule,  when  you  find  a  stock  that 
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you  really  like,  one  that  seems  to  have 
the  characteristics  of  a  legitimate  cham- 
pion, getting  in  too  soon  and  waiting  it 
out  is  the  only  thing  you  can  do. 

Admittedly,  it  isn't  at  all  easy  to  isolate 
the  big  winner,  the  company  with  a  real 
chance  to  double  or  triple.  But  such 
companies  do  exist,  and  they're  usually 
not  glamour  stocks.  So  if  you  find  some- 
thing that  has  a  reasonably  good  chance 
of  filling  the  bill — without  paying  an  out- 
landish price  for  it — buy  it.  Buy  a  little 
here  and  a  little  there,  but  buy  it.  You're 
not  going  to  get  it  at  the  bottom,  or  just 
as  the  gentle  rise  begins,  but  so  what?  If 
you  pay  20  and  it  goes  to  15  before  rising 
to  40,  say,  do  you  really  care  that  you 
didn't  pick  the  absolute  bottom?  If  the 
developments  you  have  foreseen  actually 
develop,  you  may  find  yourself  confront- 
ed with  an  absolutely  unconscionable 
profit,  and  that's  why  people  buy  stocks 
instead  of  bonds. 

I  can't,  of  course,  hope  to  offer  you 
guaranteed  examples  of  the  kinds  of 
stocks  I  have  in  mind.  But  there  are  a 
few  that  make  me  wonder  why  I  don't 
take  my  own  advice  for  once  and  go  out 
and  buy  them. 

One  would  be  Bucyrus-Erie  (19),  the 
largest  manufacturer  of  large  power 
shovels  and  drag  lines  for  surface  mining 
(coal),  and  a  significant  producer  of 
cranes  and  the  like  for  the  construction 
industry.  This  company,  which  made  the 
equipment  that  dug  the  Panama  Canal, 
turned  in  an  exceptional  third  quarter 
and  will  have  had  an  outstanding  year 
when  the  final  numbers  are  in.  For  a 
business  that  used  to  be  cyclical,  it  has  a 
surprisingly  uncyclical  record.  For  1977, 
$2.75  (up  from  $2.03)  seems  very  mak- 
able  and  1978  should  be  up  again.  Bu- 
cyrus  has  a  healthy  backlog — virtually 
dominates  its  industry — and  will  benefit 
significantly  from  our  growing  depen- 
dence on  coal.  The  future  seems  to  be 
working  strongly  for  this  company  and 
those  who  own  the  stock. 

My  other  two  picks  are  more  directly 
related  to  the  energy  business.  They  are 
Phillips  Petroleum  (28V2)  and  Santa  Fe- 
International  (27).  The  enormous  flow  of 


revenues  for  Phillips  that  will  come  out 
of  the  Ekofisk  field  in  the  Norwegian 
sector  of  the  North  Sea  apparently  hasn't 
been  entirely  comprehended  by  the 
market,  because  the  shares  are  still  only 
about  ten  times  earnings.  But  this  cash 
will  change  Phillips  substantially,  mak- 
ing all  kinds  of  good  things  possible.  For 
one,  it  will  become  an  aggressive  domes- 
tic explorer,  which  is  important.  The 
diversion  of  the  huge  North  Sea  rev- 
enues to  these  and  other  ventures  within 
the  oil  industry  should  have  a  favorable 
impact  on  this  company  for  years  to 
come.  Earnings  for  1977  should  be 
$3.50,  up  from  $2.70  in  1976,  and  could 
easily  reach  $4.50  in  1978.  And  who 
knows  what  might  develop  after  that? 

Santa  Fe  International,  which  recentiv 
paid  a  100%  stock  dividend  while  hold- 
ing its  cash  dividend  on  the  new  shares 
at  15  cents,  is  another  company  that  is 
finding  its  North  Sea  investments  excit- 
ing. SAF  is  a  large  contract  oil/gas  driller 
and  has  recently  expanded  its  operations 
into  marine,  nearshore  and  onshore  con- 
struction, and  oil  and  gas  production. 
The  big  payoff,  however,  will  come  from 
its  large  participation  in  the  Thistle 
Field,  this  time  in  the  U.K.  sector  of 
the  North  Sea.  Knowledgeable  esti- 
mates indicate  that  cash  flow  from  the 
Thistle  Field  (which  began  production 
in  January)  could,  in  the  next  few  years, 
exceed  the  entire  current  net  worth  of 
the  company.  And  that's  saying  some- 
thing. While  the  stock  hasn't  been  over- 
looked in  the  marketplace,  it  still  seems 
very  reasonably  priced.  On  the  split 
shares,  earnings  in  1977  should  be  bet- 
ter than  $2.80,  not  including  a  large 
extraordinary  gain,  and  $3.50  looks 
about  right  for  1978. 

These  are  interesting  companies.  Will 
they  produce  those  unconscionable 
gains  I've  been  musing  about?  Probably 
not — but  they  could,  and  they  do  seem 
to  have  happy  futures  ahead  of  them. 
They're  worth  buying  and  hanging  onto 
for  a  while.  Without  waiting  for  minor 
price  adjustments  and  absolutely  with- 
out fooling  around  before  making  your 
commitment.  ■ 
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other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money 
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Build  A 

Buying  Reserve 


By  Heinz  H.  Biel 


■  he  appointment  of  G.  William  Miller 
as  the  new  chairman  of  the  Federal  Re- 
serve Board  was  greeted  with  consider- 
able apprehension  in  financial  circles 
both  here  and  abroad,  where  the  dollar 
promptly  fell  to  new  lows.  Apparently  it 
is  feared  that  Mr.  Miller,  whose  views  on 
monetary  affairs  are  unknown,  might  be 
a  less  vigorous  defender  of  the  dollar's 
integrity  than  his  predecessor  was  pre- 
sumed to  be. 

But  how  successful  was  Dr.  Arthur 
Burns  in  this  as  well  as  in  other  respects? 
During  his  reign  we  experienced  dou- 
ble-digit inflation,  double-digit  interest 
rates  and  the  worst  recession  since  the 
Great  Depression.  Should  he  have  to 
take  the  blame  for  that?  I  wonder.  In 
theory,  the  Federal  Reserve  is  indepen- 
dent, but  this  independence  is  an  illu- 
sion. When  the  Administration  and  Con- 
gress pursue  objectionable  economic, 
fiscal  and  social  policies,  the  Federal  Re- 
serve can  do  little  more  than  criticize.  It 
cannot  block  or  obstruct  without  creating 
havoc  all  over  the  place. 

Like  Treasury  Secretary  Blumenthal, 
Mr.  Miller  is  an  eminently  able  and  suc- 
cessful businessman.  Unfortunately,  this 
is  not  necessarily  the  equivalent  of  politi- 
cal acumen  and  savvy,  which  are  as  es- 
sential for  the  FRB  chairman's  job  as  a 
thorough  knowledge  of  monetary  eco- 
nomics and  international  banking. 

I  have  believed  in  the  past,  and  I  still 
do  so  today,  that  Wall  Street  is  paving 
exaggerated  attention  to  any  news  from 
the  Federal  Reserve  Bank,  especially 
the  weekly  money  supply  figures,  which 
do  not  necessarily  reflect  any  intentional 
action  on  the  part  of  the  monetary  au- 
thorities. However,  when  the  Fed 
raises  the  discount  rate,  as  it  did  recent- 
ly for  the  third  time  since  last  August, 
this  is  important.  In  the  past  such  action 
has  often  been  the  equivalent  of  waving 

Mr.  Biel  is  a  vice  president  of  the  NYSE  firm 
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a  warning  flag  for  the  stock  mark 
Before  Mr.  Miller  went  to  work,  t 
Fed  and  the  Treasury  Department  e 
barked  on  a  joint  rescue  operation  for  t 
dollar.  Unfortunately,  the  deteriorati 
had  been  allowed  to  go  so  far  that  ev 
these  two  thumbs  in  the  dike  may  not 
enough  to  stem  the  tide.  There  are  soi 
economists,  and,  of  course,  politick 
too,  who  think  (and  say)  that  a  low 
value  for  the  dollar  is  good  for  us  ai 
who  put  the  blame  on  the  Germans  ai 
the  Japanese  for  their  refusal  to  stimul 
their  respective  economies  at  the  risk 
greater  inflation.  Maybe  I  have  seen  i 
much  inflation  in  my  lifetime  to  be  col 
pletely  objective  on  this  subject,  U 
those  who  proclaim  that  a  policy  of  1 
ting  the  dollar  go  down  is  beneficial 
this  country  should  take  a  close  look 
our  neighbor  to  the  north.  The  Canad 
dollar  has  declined  to  91  U.S.  cents  fr» 
close  to  parity  at  the  end  of  1976.  To  t 
must  be  added  the  U.S.  dollar's  decli 
against  the  key  European  currencies  a 
the  y  en.  Has  it  helped  Canada?  Hell,  i 
The  rate  of  inflation  is  rising,  unemph 
ment  is  rising  and  business  is  in  a  shin! 

Our  stock  market  dropped  to  a  tv, 
year  low  in  the  first  week  of  the  new  ye 
No  wonder  the  mood  of  Wall  Streelj 
subdued.  I  understand  that  most  tech 
cal  indicators  look  perfectly  horrible,  j 
as  the  repeated  increases  in  the  ban 
prime  lending  rate  and  the  Fed's  red 
count  rate  are  bearish  signs.  Gene 
Motors,  the  bellwether  stock,  keeps  mi 
ing  new  lows.  Furthermore,  past  expi 
ience  suggests  it  will  be  a  down  \  ear 
the  stock  market,  if  the  December  lo 
are  broken  early  in  1978. 
•  Listening  to  this  litany  of  sorrows 
tual  or  potential,  a  stock  investor  it 
want  to  take  oft  for  the  hills  or  seek  I 
protection  of  the  storm  cellar.  While 
continue  to  have  rather  strong  misg 
ings,  which  I  have  expressed  in  this  o 
limn  for  some  time,  I  don't  expect  thir 
to  get  that  bad.  A  lengthy  cruise  arou 
the  world,  while  one  can  still  afford 
may  do  the  trick. 

The  reason  why  my  pessimism  is 
getting  progressively  worse,  despite  \ 
many  ominous  signs,  is  that  the  bear  si 
is  beginning  to  get  a  little  crowded^ 
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urther  reason  for  not  being  able  to  visu- 
alize anything  as  cataclysmic  as  the  1974 
»ear  market  is  that  stocks  of  so  many 
;ood  companies  are  already  so  reason- 
bly  priced.  Of  course,  this  does  not 
ireclude  the  possibility  that  they  may 
nee  again  become  unreasonably  under- 
peed,  but  if  it  should  happen,  I  hope 
/e  will  have  the  wisdom  to  recognize  the 
argains  and  the  courage  to  buy  them. 

Meanwhile,  the  sensible  thing  to  do  is 
5  keep  one's  buying  power  reserve  in- 
ict.  I  realize  that  it  is  difficult  to  resist 
fie  temptation  of  low  prices,  and  to  go 
argain-hunting  prematurely.  That's 
'hy  taking  a  long  cruise  seems  a  better 
lea  than  fretting  about  the  market  while 
fading  The  Wall  Street  Journal. 


.  .  Taking  a  long  cruise 
eems  a  better  idea  than  fret- 
ng  about  the  market . .  ." 


Temporarily  parking  uninvested  funds 
once  again  becoming  quite  rewarding, 
he  yield  oh  90-day  Treasury  bills  is  now 
ilging  above  6.6%,  and  the  7V2%  mark- 
reached  on  Treasury  notes  maturing  as 
My  as  the  fall  of  1979,  by  which  time, 
p  can  hope,  we  will  all  be  back  in  the 
ock  market. 

Is  there  still  time  to  build  up  a  buying 
pwer  reserve?  Yes.  It  is  late,  but  not  too 
re.  What  should  be  sold?  Those  stocks 
4u  would  be  least  likely  to  buy  even  at 
esent  depressed  prices.  When  it 
|mes  to  stocks,  I  always  find  it  much 

sier  to  decide  what  I  don  t  like  than 
fiat  I  like. 

|How  much  should  be  sold?  This  ques- 
In  cannot  be  answered  in  a  general 
try.  Theoretically,  if  you  are  bearish, 
iu  should  not  own  any  stocks.  Howev- 
1,  besides  never  being  sure  of  being 
[0%  right,  there  are  so  many  variables, 
fch  as  the  composition  of  the  stock  port- 
|  io  or  the  tax  cost,  that  each  case  must 
I  judged  on  its  own  merits.  For  in- 
tnce,  while  it  might  be  prudent  to  trim 
ildings  of  good  utility  stocks,  I  can't  see 
jfceason  to  liquidate  the  whole  lot.  And 
|at  investor  would  want  to  sell  IBM 
i  ien  his  tax  cost  is  only  about  20? 
In  the  two  previous  issues  of  Forbes, 
lamed  a  number  of  stocks  that  I  would 
?t  mind  owning  at  this  time.  Lest  this 
|  misunderstood:  These  stocks  are  not 
■  jmune  to  bear  markets,  but  I  would 
:ik  them  pretty  far  down  the  list  of 
cks  to  be  sold  for  building  up  a  buying 
i*ver  reserve.  ■ 


Do  you  know 
any  important 
person 
in  business 
who  does  not 
read  Forbes 
Magazi"^7 
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Want  To  Test  Your  Mettle? 
Trade  Silver 

By  Stanley  W.  Angrist 

.  .  It  has  a  way  of  managing  to  pay 
little  or  no  attention  to  either 
fundamentals  or  technical  indicators  .  .  ." 


n  two  years  of  writing  this  column  I 
have,  until  now,  successfully  avoided 
discussing  silver.  Don't  get  me  wrong. 
There  is  nothing  intrinsically  wrong  with 
silver — it's  just  that  I  have  never  had  any 
success  in  trading  it.  It  has  a  way  of  going 
off  on  its  own — managing  to  pay  little  or 
no  attention  to  either  fundamentals  or 
technical  indicators  for  months  at  a  time. 
But  alas,  even  the  strongest  resolutions 
crumble.  Silver,  too,  must  now  be  sub- 
ject to  one  of  my  objective  examinations. 
(That  means  I  won't  use  a  Tarot  deck  this 
time  to  make  a  recommendation.) 

Supply  Considerations 

Silver  is  the  only  commodity  that  year 
in,  year  out  the  world  uses  more  of  than 
it  produces.  Indeed  in  1977  the  shortfall 
between  consumption  and  production 
was  about  178  million  ounces.  (Don't 
worry,  these  numbers  don't  mean  we  are 
violating  any  physical  laws — the  excess 
demand  for  silver  is  met  out  of  silver 
reserves.)  When  all  the  figures  are  in, 
production  during  1977  will  total  about 
250  million  ounces. 

U.S.  Bureau  of  Mines  figures  indicate 
that  U.S.  mine  production  of  silver 
should  have  increased  by  about  2  million 
ounces  during  1977.  to  36  million 
ounces.  (Silver  in  the  U.S.  is  basically  a 
by-product  of  copper  and  lead  mining 
operations.)  Both  Mexico  and  Peru  have 
increased  their  silver  production  in  re- 
cent years  sufficiently  to  make  them  the 
two  most  important  world  producers. 
Thus  production  is  expanding,  but  not 
nearly  enough  to  keep  up  with  demand. 

Less  than  20  years  ago  the  U.S.  Trea- 
sury- had  a  silver  reserve  of  2.3  billion 
ounces.  The  yearly  draw  down  of  silver 
has  reduced  that  number  to  about  40 
million  ounces  in  the  U.S.  Mint  and  139.5 
million  ounces  in  the  national  strategic 
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stockpile.  (Silver  bears  have  repeatedly 
cited  the  threat  of  sales  from  the  stockpile 
as  a  reason  to  keep  prices  down.)  Most 
congressional  observers  believe  that  nei- 
ther the  House  nor  the  Senate  is  ready  to 
sell  off  the  stockpiled  silver. 

The  other  source  of  supply  that  silver 
bears  point  to  is  India.  Until  recently 
India  was  thought  to  have  between  2 
billion  and  4  billion  ounces  of  silver 
available  for  liquidation  if  the  price  was 
right.  In  a  recent  interview  Charles 
Stahl,  publisher  of  a  widely  read  pre- 
cious metal  newsletter,  estimated  that 
India  has  only  about  1.3  billion  ounces 
left.  Though  that  is  a  lot  of  silver,  it  is  a 
lot  less  than  the  most  commonly  be- 
lieved estimates.  Furthermore,  Stahl 
thinks  that  no  more  than  300  million 
ounces  could  be  counted  on  as  a  source 
of  supply  to  the  West.  Indeed,  he  be- 
lieves that  given  India's  own  use  of  its 
silver  stocks,  its  reserves  will  be  gone  in 
about  five  years. 

Demand  For  Silver 

Just  as  with  gold,  demand  for  silver 
can  be  broken  down  into  three  major 
components — speculative,  investor  and 
industrial.  Unlike  with  gold,  however, 
the  industrial  sector  for  silver  is  by  far 
the  most  important  of  the  three.  Silver's 
major  use  is  by  the  photographic  indus- 
try,  which  uses  approximately  one-third 
of  all  the  silv  er  consumed  industrially  in 
the  U.S.  Other  industrial  uses  of  silver 
include  electrical  and  electronic  prod- 
ucts, sterlingware.  brazing  material, 
cataly  sts  and  jewelry . 

Some  economists  believe  that  in  1978 
the  economies  of  the  three  leading  silver 
consumers,  .  the  U.S.  (167.5  million 
ounces  in  1976),  Japan  (56  million 
ounces)  and  West  Germany  (42  million 
ounces),  will  slow  down,  while  inflation 
picks  up  in  these  nations.  A  slowing 
economy  can  only  reduce  the  demand 
for  silver  in  the  industrial  sector;  but 
inflation  has  a  way  of  changing  silver 
from  an  industrial  commodity  to  a  specu- 


lative one.  If  inflation  does  heat  up,  the 
flight  from  dollars  to  physical  assets  like 
silver  and  gold  will  increase. 

Thus  one  can  make  an  argument  in: 
favor  of  long  positions  in  silver  based  on 
two  separate  ideas.  The  first  is  simply 
that  as  we  continue  to  draw  down  stocks 
of  silver  because  consumption  is  outrun- 
ning production,  silver  prices  must  rise 
to  ration  available  supply .  The  second  is 
that  when  economic  doubts  pervade  the 
financial  scene,  silver  futures  tend  to! 
parallel  those  of  gold — the  other  fav  orite 
of  the  speculator  who  fears  paper  curren- 1 
cy .  (When  economic  fears  subside,  silver 
tends  to  act  more  like  an  industrial  com- 
modity and  its  price  follows  base  metals 
like  copper. ) 

Silver  Trades  To  Consider 

As  I  pointed  out  earlier,  silver  is  a 
difficult  commodity  to  trade,  even  when 
you  think  you  understand  all  of  the  fun- 
damental factors  involved.  Even  in  a 
strong  bull  market  silver  spreads  work- 
very  poorly  unless  really  big  changes  in 
interest  rates  occur.  That  means  specula- 
tors who  wish  to  trade  silver  must  take 
up  an  outright  long  or  short  position. 
The  May  1978  silver  contract  hit  its  con- 
tract high  last  March  at  around  S5.30  per 
ounce;  it  reached  its  low  in  August  at 
around  S4.55  per  ounce. 

I  believ  e  that  another  attack  on  con-| 
tract  highs  could  occur  in  the  next  sev  er- 
al  months  and  therefore  long  positions  in 
silver  are  warranted-  Each  contract  calls 
for  5,000  ounces  of  silver  and  the  margin 
on  a  long  position  is  S1,000.  Round-tum 
commission  on  a  silver  contract  is  about 
850.  Silver  is  traded  on  both  the  Chicago 
Board  of  Trade  and  the  Commodity  Ex- 
change in  New  York. 

But  keep  in  mind  that  silver,  even 
when  engaged  in  a  bull  move,  frequently 
undergoes  violent  shakeouts.  I  would 
risk  no  more  than  20  cents  per  ounce 
(81,000  per  contract)  on  any  position 
held.  If  y  ou  go  in,  and  silver  drops  \r 
that  amount,  take  vour  losses  and  run.  ■ 
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In  today's  nervous  stock  market,  should  you. 


Buy?  Sell?  Do  Nothing? 


More  specifically,  what  should  you  do  NOW  about 

f  X 

these  (or  1650  other)  fast-changing  stocks? 


AT&T 

BETHLEHEM  STEEL 
BOISE  CASCADE 
BOEING 
CATERPILLAR 
CITICORP 
DIGITAL  EQUIP 


DOW  CHEMICAL 
EASTMAN  KODAK 
EXXON 

GENERAL  MOTORS 
ITT 

PEPSICO 
RCA 


SEARS  ROEBUCK 

SCHERING-PLOUGH 

SONY 

TEXACO 

US  STEEL 

WESTINGHOUSE 

XEROX 


We've  picked  the  21  stocks  above  for  illus- 
tration—from more  than  1650  regularly 
covered  by  The  Value  Line  Investment  Sur- 
vey— because  each  has  recently  been  on  the 
"most  active"  list  and  may  therefore  be  of 
special  interest. 

The  stock  market,  and  the  investment  values 
therein,  are  now  going  through  a  great  deal 
of  rapid  change.  This  is  no  time  to  sit  on  your 
hands.  It  is  urgent,  we  think,  that  you  check 
without  delay  every  stock  that  interests  or 
concerns  you  to  see  if  it  currently  offers  the 
[investment  credentials  most  important  to 
you.  To  illustrate,  let's  look  at  the  stocks 
■  listed  above: 

PERFORMANCE:  Every  one  of  these 
istocks— ar  one  time  or  another  —has  offer- 
ed the  prospect  of  superior  relative  price 
[performance.  Right  now,  however,  Value 
Line  ratings  suggest  that  7  of  these  stocks 
should  be  sold  at  once  or  completely  avoid- 
ed for  the  time  being.  On  the  other  hand, 
we  estimate  that  6  of  the  stocks  above  will 
clearly  outperform  most  other  stocks  in  the 
jnext  12  months. 

SAFETY:  14  of  the  stocks  listed  carry 
superior  Value  Line  ratings  for  Safety, 
meaning  they  have  typically  demonstrated 
greater  price  stability  than  the  majority  of 
:stocks.  The  other  stocks  on  the  list  rate  only 
iaverage  or  lower  on  this  score. 
YIELD:  The  dividend  yields  of  these  stocks 
isstimated  by  Value  Line  for  the  12  months 
sahead  range  all  the  way  from  9.4%  to  NIL. 
!  Eleven  of  the  stocks  offer  yields  below  4.9%. 
pnly  6  stocks  provide  yields  of  6.5%  or 
nigher. 

4PPRECEATION:  Value  Line's  estimates 
|>f  Appreciation  Potential  in  the  next  3  to  5 
:/ears  for  these  stocks  range  all  the  way  from 
b  paltry  10%  up  to  nearly  300%.  Five  stocks 
pffer  long-term  potentials  of  1 75%  or  higher, 
i  The  data  above  come  from  a  recent  issue 

>f  The  Value  Line  Survey.  For  actual  invest- 
ment decisions,  be  sure  to  see  the  latest 

veekly  Value  Line  edition.) 

WHERE  ELSE  CAN  YOU 
GET  ALL  THIS? 

/alue  Line  gives  you  the  key  ratings  out- 
lined above,  updated  every  week,  for  EACH 
pf  1650  stocks— so  you  can  make  coherent 
comparisons  of  any  stock  against  any  others 
vith  respect  to  the  investment  attributes  you 
i:are  about.  In  addition,  Value  Line  regularly 
presents  comprehensive  full-page  Research 
Reports,  with  15-year  vital  statistics,  for  each 
)f  1650  stocks. 

Ne  apply  the  same  quality  and  comprehen- 
siveness of  research  and  evaluation  not  only 
:lo  virtually  every  "big  name"  stock  (like  the 
)nes  listed  above)  but  also  to  more  than  a 
housand  "lesser"  stocks— which  make  up 
i  significant  part  of  a  great  many  portfolios. 


We  realize  that  when  YOUR  money  is  in- 
volved, an  investment  in  U.S.  FILTER  can  be 
just  as  important  as  the  same  amount  in 
U.S.  STEEL. 

If  you  want  to  re-assess  your  stock  portfolio 
with  an  eye  to  greater  rewards  and/or  lower 
risks  in  today's  unusual  market  (or  for  year- 
end  tax  purposes).  .  .  if  you  want  to  make 
rational  decisions  about  what  stocks  to 
hold,  sell,  or  buy  now.  ...  we  believe  that  no 
other  source  even  comes  close  to  providing 
the  help  that  Value  Line  systematically  gives 
you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1650  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  ur- 
gently suggest  you  sray  away  from  the 
400  stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1 
down  to  5).  If  Safety  is  important  to  you, 
we  suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen" 
of  the  100  stocks  with  the  highest  yields, 
which  recently  ranged  from  8.2%  to  11%. 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percent- 
age change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  recently  ranged  from  235%  to 
500%. 

e)  P/E  Ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1650  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research  Re- 
port at  least  once  every  three  months— in- 
cluding 22  series  of  vital  financial  and  oper- 
ating statistics  going  back  15  years  and  esti- 
mated 3  to  5  years  ahead.  About  125  new 
full-page  Reports  like  this  are  issued  each 
week.  .  .  1650  every  13  weeks. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete 
Value  Line  Investment  Survey  (with  30-day 
money-back  guarantee)  for  the  next  10 
weeks  for  only  $29— about  HALF  the  regular 
rate— if  no  member  of  your  household  has 
had  a  Value  Line  subscription  in  the  last 
two  years. 


Investing  in 
Common  Stocks 


You  receive,  as  a  bonus,  Value 
Line's   2000-page  Investors 
Reference  Service  including  our  _7 
latest  full-page  Ratings  &  Re- 
ports on  each  of  1650  stocks—  n.w«u««>oki.iis 
fully  indexed  and  looseleaf-  "S^Z"'°' 
bound  for  your  quick  and  easy 
reference.  .  .  and  systematically  updated  by 
new  full-page  Reports  in  the  weeks  ahead. 
(It  takes  only  30  seconds  to  replace  the  old 
Reports  with  the  new  in  your  binder.)  All  this 
material  is  so  organized  that  you  can  quickly 
find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying,  selling,  or  equally 
important,  holding. 

And— as  an  extra  bonus— you  will  also  re- 
ceive Investing  in  Common  Stocks,  by 
Arnold  Bernhard,  Value  Line's  founder  and 
research  chief.  This  64-page  book  explains 
how  even  inexperienced  investors  can  apply 
thousands  of  hours  of  professional  research 
to  their  own  portfolios  by  focusing  on  only 
two  unequivocal  ratings,  one  for  Timeliness 
(Performance  in  next  12  months),  the  other 
for  Safety.  This  book  is  YOURS  TO  KEEP 
even  if  you  return  the  other  material  under 
your  money-back  guarantee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.Jnc.  5  E.  44th  St.,  N.Y.,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value 


Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $285.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  EnteV  my  subscription  now.  Bill  me  for 
$285.  (Does  not  include  the  calculator.) 


616K01 


SIGNATURE 


•  HOC 

cccoo 
cecoc 
cccao 
crooo 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax  )  j 
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Money  And  Investments 


Insurance:  How  Much? 
What  Kind? 

By  John  Train 

". . .  It's  a  gambling  game  where 
the  odds  favor  the  house  . . ." 


/  m  number  of  readers  have  asked  how 
they  can  get  major  medical  insurance 
with  a  high  deductible  as  described  by 
me  in  a  previous  column  (Nov.  1,  1977). 

Here  are  some  sources:  Aetna  has  a 
policy  with  a  deductible  of  $1,500  and  a 
maximum  coverage  of  $250,000  per  life- 
time, while  Kemper  has  one  with  a  de- 
ductible of  $10,000  and  a  maximum  cov- 
erage of  $250,000  per  illness. 

Policies  available  change  frequently. 
I've  found  Rulon-Miller,  Inc.,  155  East 
49th  Street,  New  York  City,  skillful  in 
shopping  around  among  underwriters. 

The  premiums  will  depend  upon  age, 
medical  history,  geographical  location 
and  other  factors. 

Some  readers  in  the  life  insurance 
business  urged  the  merits  of  whole  life 
insurance  in  estate  planning.  Whole  life 
does,  of  course,  have  many  uses,  particu- 
larly for  a  person  who  might  not  other- 
wise get  around  to  saving  enough.  For  a 
substantial  individual  who  manages  his 
affairs  systematically  and  whose  estate 
will  be  sufficient  for  his  family's  needs, 
term  life  insurance  is  more  efficient.  The 
premium  savings,  if  well  invested, 
should  be  worth  more  in  the  end. 

To  determine  how  much  life  insurance 
you  need,  sit  down  with  your  estate 
planner  or  accountant  and  calculate  your 
family's  probable  annual  income  needs 
(leaving  out  your  own  upkeep,  alas)  as 
best  you  can  for  every  five  years  or  so  in 
the  future.  Be  generous,  and  remember 
inflation,  mortgage  payments  and  taxes. 

Then  calculate  how  much  money  your 
family  will  have  after  estate  taxes  and 
costs  if  you  die  at  any  point.  Be  conserva- 
tive, and  don't  count  assets  that  have  no 
ready  market.  Take  about  4%  of  that 
amount,  which  is  the  highest  annual  re- 


]ohn  Train  u)Oi  w  some  years  chairman  of 
the  board  of  an  insurance  company.  He  is 
president  of  Train,  Smith,  Investment  Coun- 
sel, New  York,  and  the  author  of  Dance  of  the 
Monev  Bees. 


turn  you  can  expect  if  you  look  for  securi- 
ties whose  yield  should  rise  as  fast  as 
inffation.  Add  Social  Security  and  out- 
side sources  of  revenue  to  give  total  ex- 
pected family  income. 

Calculate  the  annual  shortfall.  Enough 
money  to  generate  that  sum  out  of  in- 
come and  perhaps  some  principal  is  what 
you  have  to  provide  for  through  insur- 
ance. Since  your  assets  will  presumably 
be  building  up  as  you  go  along,  and  your 
obligations  declining  as  your  children  go 
out  on  their  own,  with  luck  the  amount 
to  be  covered  through  insurance  will 
taper  off  in,  say,  your  50s. 

So  you  can  select  a  decreasing-term 
life  policy  that  will  give  you  a  coverage 
tailored  to  your  expected  needs.  Of 
course,  if  you  have  miscalculated,  or  in- 
heritances don't  work  out  as  expected, 
you  can  increase  or  reduce  the  policy  as 
you  go  along. 

Businessmen  should  note  the  advan- 
tages of  a  $50,000  term  life  policy  paid 
for  by  their  company:  It's  deductible  to 
the  company  and  not  taxable  to  them. 
Beyond  $50,000,  it  becomes  a  partly  tax- 
able benefit. 

One  should  work  closely  with  a  quali- 
fied lawyer  or  tax  adviser  to  keep  down 
the  estate  taxes  on  one's  insurance — as 
on  one's  other  assets. 

Disability  insurance  is  a  melancholy 
subject  that  I  didn't  have  space  to  discuss 
previously.  It's  cheap,  and  when  you 
need  it  you  may  need  it  desperately,  but 
you  can  only  buy  it  before  you  need  it. 

A  family  often  needs  higher  coverage 
if  the  breadwinner  is  disabled  than  if  he 
dies:  There  are  his  living  expenses  to 
meet,  and  his  wife  isn't  going  to  remarry. 

As  usual,  one  wants  the  highest  "de- 
ductible" one  can  afford — meaning,  in 
this  situation,  the  longest  time  of  disabil- 
ity before  the  policy  enters  into  effect: 
It's  called  the  elimination  period,  and 
can  be  from  a  month  to  two  years.  Thus, 
for  a  three-month  elimination  period  you 
might  pay  20%  Jess  than  for  one  month, 
and  for  a  six-month  .elimination  period, 
30%  less.  A  typical  policy  would  pay  you 


about  60%  of  your  salary,  tax-free:  for  life 
in  case  of  accidents  and  to  age  65  in  case 
of  illness.  It  covers  inability  to  perform 
your  regular  job,  but  allows  you  to  doi 
something  else  part-time. 

You'll  want  a  "noncancelable"  feature, 
which  means  that  the  company  can  nev- 
er alter  the  terms  on  you  even  if  you  get 
sick  or  change  jobs.  (Under  a  "guaran-| 
teed  renewable"  policy  your  premiums, 
along  with  everybody  else's  in  the  class 
you  belong  to,  can  still  be  raised.)  Also, 
get  coverage  for  partial  or  recurrent 
disability. 

The  bad  deal  in  disability  insurance — 
corresponding  to  endowment  in  life  in- 
surance— is  "return-of-premium"  cover- 
age. It  contains  a  savings  gimmick,  but 
costs  too  much.  You'll  do  better  buying 
conventional  disability  coverage  and  in- 
vesting the  premium  savings. 

Insurance  is  such  a  complicated  affair 
that  companies  use  consultants  as  a  mat- 
ter of  course  in  working  out  group  life 
plans  and  the  like.  To  me,  it  makes  sense 
for  a  substantial  individual  to  use  one 
too.  Companies  sometimes  offer  estate 
planning  services  as  a  fringe  benefit  for 
executives,  including  paying  for  an  out- 
side consultant.  To  find  a  good  consul- 
tant in  your  area  you  can  ask  some  execu- 
tive friends  receiving  this  perquisite  if 
they  think  well  of  the  firm  whose  ser- 
vices their  company  has  provided.  You 
can  also  pay  a  broker  a  fee  to  analyze 
your  situation. 

One  approach  to  evaluating  similar 
policies  offered  by  different  companies, 
notably  group  insurance,  is  to  ask  for  the 
"retention  rate" — gross  profit — on  each. 
They  can  be  quite  illuminating. 

The  key  point  in  all  insurance  is  to 
have  what  you  need,  but  no  more  than 
you  need,  because  among  other  things 
it's  a  gambling  game  where  the  odds 
favor  the  house. 

Thus,  deductibles  should  be  the  high- 
est you  can  afford,  particularly  for  insur- 
ance relating  to  the  loss  or  destruction  of 
property,  such  as  home  owner's  and 
automobile  coverage. 
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Managing  Your  Money 


There's  a  particular  tax  reason  for  that, 
which  is  little  understood:  First,  your 
insurance  premiums  are  paid  with  after- 
tax dollars.  It  might  cost  you  $2  of  pretax 
earnings  to  pay  $1  of  premium.  But  you 
can  deduct  the  loss  after  the  first  $100 
from  your  income  for  tax  purposes,  so  it 
really  only  costs  you  about  40  cents  or  50 
cents  on  the  dollar  if  you  are  in  any  kind 
of  a  high  bracket. 

Brokers  often  recommend  against  mak- 
ing small  claims  anyway:  They  may  well 
result  in  your  being  pushed  into  a  higher- 
risk  category  with  higher  premiums.  If 
your  TV  is  stolen,  or  your  fender  is  dent- 
ed and  it's  your  own  fault,  you  may  well 
be  better  off  forgetting  the  claim  and 
taking  a  tax  loss  instead.  But  you  can  only 


deduct  the  loss  if  it's  nor  covered  by 
insurance.  If  it's  covered,  but  you  chose 
not  to  make  the  claim — as  you  often 
won't — then  you  can't  deduct  it.  (Of 
course,  if  someone  else  damages  your  car, 
you  can  recover  from  him:  No-fault  refers 
to  personal  injury,  not  property  damage.) 

So  there's  every  reason  to  keep  the 
deductible  very  high  or  not  insure  at  all: 
You  save  on  the  premium,  which  isn't 
deductible,  and  gain  on  your  reportable 
casualty  loss,  which  is. 

More  On  New  York 

In  the  weeks  since  my  gloomy  column 
on  this  subject,  New  York  State  "moral 


obligation"  bonds  have  collapsed.  Some 
are  down  15%! 

I  still  wouldn't  buy  them.  The  general 
obligations  and  top  local  credits  have 
held  up  quite  well. 

Incidentally,  the  shameless  cynicism 
of  Mr.  Beame  and  his  departing  minions 
in  filing  claims  for  "overtime"  will  cost 
New  York  City  far  more  than  the  mil- 
lions they  escape  with. 

Congress,  where  the  city  has  few 
friends,  will  duly  note  this  bit  of  finagling 
in  weighing  aid  to  the  city.  May  this 
greedy  crew  be  well  remembered  by  the 
taxpayers — and  bondholders.  And  let  us 
be  grateful  to  those  few  who  could  have 
made  such  claims  but  had  the  integrity 
not  to.  ■ 
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60  Fifth  Ave.,  NYC  10011 
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AUTOMOBILES 

WE  $2,000  ON  NEW  1978  CARS 

bur  Detroit  Connection  offers  new 

)78  luxury  (&  other)  vehicles  at 
ijtroit  prices  &  freight  to  save  you 

)  to  $2,000.  Full  factory  warranty, 
lee  Detroit  Metro  Airport  pickup 
I  delivery.  Send  make/model  to: 

)NDED  BROKERS,  2547S  Monroe 
l|vd.,  Dearborn,  Ml  48124.  Call 
!'3/565-5577  or  toll  free  800/528- 

50  ext.  245. 


HOBBIES 


RELIVE  YOUR  CHILDHOOD 

lling  comic  books,  Playboys,  Dis- 
sy,  hero  and  science  fiction,  pulps 
nadow,  Doc  Savage,  Amazing, 
fcj,  original  art,  EC's,  movie,  TV 
id  radio  mags.,  TV  Guides,  radio 
d  cereal  premiums  and  giveaways 
)m  Mix,  Shadow,  Lone  Ranger, 
. :.),  movie  press  books,  posters, 
:>by  cards,  photos,  etc.  1900-1978. 
italog  $1.00.  Howard  Rogofsky, 
x  F1102,  Flushing,  NY  11354. 

]       FOR  INVENTORS 

EE  DIRECTORY  OF  1001  COR- 
RATIONS  SEEKING  NEW  PROD 

:TS.  Professional,  fee-based 
ention  service  company.  For  im- 
•tant  information  on  Protecting, 
veloping,  Marketing  your  inven- 
ts/ideas for  Cash/ Royalty  sales, 
te  for  Free  Inventors  Kit  No. 
99.  Raymond  Lee  Organization, 
230  Park  Avenue  North 
New  York,  NY  10017 


MERGERS  &  ACQUISITIONS 

Attention:  Merger/ Acquisition 
Investment  Executives 
We  publish 
Acquisition  Value  Research/ indus- 
try/special reports  designed  to  aid 
the  corporate  planning  &  develop- 
ment effort.  Send  for  current  list. 
Walter    Campbell    Associates,  64 
Pleasant    St.,    Watertown,  Mass. 
02172  •  (617)  926-6160.  Also,  desire 
additional  reports  for  new  catalog. 
Standard  royalty  paid. 

ACQUISITIONS  &  MERGERS 

Will  purchase  control  or  100%  of 
profitable  or  promising  unprofitable 
companies.  Willing  to  look  at  in- 
solvent corporations  which  need 
management  or  working  capital  or 
both.  We  have  expertise  in  manage- 
ment &  we  will  finance,  Prefer  com- 
panies with  good  management  will- 
ing to  remain.  Send  details.  Box 
A123,  Forbes.  60  Fifth  Ave,  New 
York,  NY  10011. 

BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write:  Box  A122  Forbes, 
60  Fifth  Avenue 
New  York,  NY  10011 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 

INVESTMENT  SECURANCE 

Preserve  and  increase  "real"  value 
of  capital  against  continuing  infla- 
tion and  rising  consumer  prices 
with  guaranteed  life  income  or  in- 
terim tax-deferred  fund  placement 
payable  in  SWISS  FRANCS-world's 
strongest  currency— up  12%  a  year 
vs  U.S.  and  Canadian  dollars  since 
1971.  FREE  FACTS. 

NORTHSTAR,  524  Charles 
East  Lansing,  Michigan  48823 

ART  &  ANTIQUES 

COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 

MGM'T  &  SALES  MEETINGS 


EXECUTIVE  EDUCATION 

EXTERNAL  DEGREES  IN  BUSINESS 
BACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

An  alternate,  practical  approach  to 
higher  education  for  in-service  ex- 
ecutives who  cannot  meet  on-cam- 
pus  classes.  Write:  External  Regis- 
trar, Western  Colorado  University, 
1129  Colorado  Avenue,  Grand  Junc- 
tion, Colorado  81501.  •  "A  Recog- 
nized Candidate  for  Accreditation, 
Accrediting  Commission  on  Higher 
Education,  National  Association  of 
Private,  Non-traditional  Schools  and 
Colleges." 

COLLEGE  DEGREES  BY  MAIL 

It  is  honestly  possible  to  earn  a 
legitimate,    accredited  bachelors, 
masters,  or  doctorate  from  well- 
known  universities  without  taking 
any  traditional  courses  whatsoever, 
often  at  surprisingly  low  cost. 
Free  details  from  Dr.  John  Bear 
2150  Franklin  Street,  Dept.  60749 
Oakland,  California  94612 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple who  cannot  meet  on-campus 
classroom  requirements.  Credit  for 
college     related     life  experience 
learning.  Write  or  call  for  Catalog 
and  details.  Off-Campus  Registrar, 
KENSINGTON  UNIVERSITY 
512  E.  Wilson  Ave. 
Glendale,  Cal.  91209 
Tei.  213,  245-7224 

RARE  AUTOGRAPHS 

ORIGINAL  LETTERS 

of  Washington,  Jefferson,  Adams, 
Lincoln,  Theodore  Roosevelt, 
Nathan  Hale,  William  Penn 
&  other  Presidents  &  Statesmen 
For  sale  in  our  current  list 
FREE  on  request 
Bruce  Gimelson  —  Autographs 
96  South  Limekiln  Pike,  Box  293, 
Chalfont,  Pennsylvania  18914 
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BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


EXECUTIVE  GIFTS 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$9500  cash  investment  required. 
If  you  qualify — 

CALL  TOLL  FREE  TODAY 
1-800-821-2270.Ext.323 

ZIP'Z 

ADIV.OF  I.Q.I..INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


ONE  OF 

THE  MOST  UNIQUE 
IDEAS  OF  THE  70  S 

DISTRIBUTORSHIP 
Automotive  related  equipment 
Leads  from  23  monthly  National 
Magazines    $10,000  minimum 
equipment  purchase  Protected 
territory  available 
*"/  grossed  over  $60,000  the 
first  ninety  days.  "  — Bill  Smith.San 
Jose,  CA. 

Call    Mr    Landers  Toll  Free 
1-800-527-7438 

©TIRE  COSMOTOLOGY 
10920  Indian  Trail,  Suite  201 
Dallas,  TX  75229  (Dept.  fbi78) 
'Documentation   furnished  upon 
request 


Chase  REVEL  Predicted  the  BICy- 
Cle  craze — 2  years  before  it  hap- 
pened! HE  ACCURATELY  FORE- 
SAW THE  TENNIS  BOOM  18 
months  before  it  occured.  HE  WAS 
THE  VERY  FIRST  ONE  TO  RECOM- 
MEND INVESTING  IN  FROZEN 
YOGURT  SHOPS.  In  the  last  ten 
years  .  .  .  he's  been  right  94.8% 
CHASE  REVEL  HAS  JUST  PRE- 
DICTED THE  HOTTEST  NEW  BUSI- 
NESS OPPORTUNITIES  FOR  1978. 
For  a  free  copy  of  his  predictions 
send  to  INTERNATIONAL  ENTRE- 
PRENEURS ASSOCIATION.  Re- 
search Services  Division  Desk  541. 
631  Wilshire  Blvd. 
Santa  Monica,  California  90401 


INDUSTRIAL 
MANUFACTURING  LICENSE 

To  qualified  candidates  who  enjoy 
the  allure  of  Industrial  Manufactur- 
ing. We  offer  a  virtually  competi- 
tion-free business  secured  by  ma- 
chinery, training  and  long-range 
support.  Investment  of  $84,600 
should  generate  annual  six-figure 
income.  Company  scrutiny  is  con- 
siderable. 

North  American  Carbide  Corp. 
Call  Mr.  Faircloth,  1-800-525-9496 


BIG  —  Money  Making 
Opportunity 

Our  chlorine  generating  equip- 
ment has  been  used  for  17  years 
world-wide.  They  chlorinate/ 
sterilize  swimming  pool  water 
and  drinking  water  without 
chlorine  or  chemicals.  ■  We  are 
looking  for  selected  people  to 
act  as  dealers  for  us  in  placing 
our  equipment  on  a  month-to- 
month  rental  basis  with  swim- 
ming pool  owners.  Each  dealer 
will  have  a  maximum  of  100 
generators  each,  averaging  $100 
per  month  or  $10,000  gross. 
Dealers  will  net  $9,000  a  month 
after  amortization.  This  is  a  one- 
man  business.  No  sales  crew  or 
expensive  overhead.  To  the  right 
dealer,  we  offer  a  90-day  open 
credit  with  a  modest  investment 
or  with  proper  financial  arrange- 
ments, we  offer  a  six-month 
open  credit.  ■  If  you  feel  you 
can  qualify,  write  or  call 
801-532-5600. 

Halogenic  Products  Corp. 

375  West  400  North 
Salt  Lake  City  UT  84103 


ft     PLUS  TAX  BENEFITS 

OTHERS  DO  EVERY  MONTH  IN  U  S 
GOVERNMENT  OIL  LEASE  DRAW- 
INGS. IF  YOU  ARE  21  OR  OVER  YOU 
CAN  PARTICIPATE  EQUALLY  WITH 
MAJOR  OIL  COMPANIES  IN  THIS 
LEGAL  LOTTERY,  A  $20  TAX  DEDUC- 
TIBLE FILING  FEE  CAN  RETURN 
$75,000  IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME. 
WRITE  DEPT.  FF  FOR  FREE  INFORMATION. 
OR  CALL  303-499-1562 

MILLIGAN  TRUST 
600  MANHATTAN.  BOULDER,  CO  80303 


BE  A  TAX  CONSULTANT 


income  unlimited  in  evei  growing  profession 
Our  students  are  earning  lucrative  fees  in  dig- 
nified full  or  part  lime  home-office  business 
preparing  income  tax  returns  during  busy  tax 
season  Many  operate  profitable  Business  Tax 
Service  with  steady  monthly  tees  of  $10-550 
No  bookkeeping  experience  necessary  We  train 
you  at  home  and  help  you  slari  Licensed  by  N  Y, 
Education  Oept  No  agent  will  call.  Write  for 
free  literature  Accredned  Member  NHSC  Ap 
proved  tor  Vet  Training  A  home  study  school 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  88BJ  N.Y.  10952 


HOME  IMPORT 
MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  hobby  or 
retirement  project.  Deal  direct  with 
overseas  suppliers.  Tax  free  travel. 
Newest  products  at  fraction  U.S. 
cost.  200%  or  more  profit.  Full  time 
or  few  hours  a  week.  No  product 
investment.  No  costly  middlemen. 
Famous  world  trader  starts  you. 
Free  report  "How  to  Import  and  Ex- 
port". Write  Mellinger.  Dept.  G1592. 
Woodland  Hills,  California  91367. 

MAIL  ORDER  OPPORTUNITY 

Start  profitable  home  business  in 
America's  fastest  growing  industry. 
Nationally  known  authority  teaches 
you.  No  previous  experience;  no 
product  investment.  Write  for  free 
book,  case  histories  of  successful 
members,  plus  complete  details.  No 
obligation.  Mail  Order  Associates, 
Dept.  35,  Montvale,  NJ  07645. 


RELOCATING? 

...  or  want  to  buy  or  sell 
a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 


details. 

Realty  USA  [Real 

P.O  Box  5780F 
St.  Louis.  MO  63121 


Own  Your  Own  -- 

Hunk 

of 
Heaven 

In  the  hills  --  by  the  Lake  --  on  the 
Stream  —  at  the  Seashore. 
Thousands  to  choose  from  in  the 
STROUT  Catalog.  It  s  BIG  •-  and 
Mailed  FREE. 

STROUT  REALTY,  Inc. 
"All  Across  America  -  since  1900" 
60  E.  42nd  St.  (Dept.  4085) 
New  York,  NY  10017 


CHAPEL  HILL,  N.C. 

Wide  selection  of  individual 
contemporary  homes  on  large 
sites.  Price  range  $45-65,000. 
Homes  built  for  energy  effi- 
ciency with  low  property  taxes. 
For  brochure  and  floor  plans, 
call  or  write, 

Fitch  Creations,  Inc. 
Box  111 
Chapel  Hill,  N.C.  27514 
TOLL  FREE  (800)  334-5475 


FREE  CATALOG 

Big,  Free  1978  Catalog  describes 
and  pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

ARIZONA 

9160  acres  deeded,  plus  18729  state 
lease.  Fully  improved  with  good 
headquarters,  fences,  waters,  etc. 
Located  near  Tombstone.  Goo'd  in- 
vestment potential  as  well  as  a 
cattle  ranch.  Priced  at  $1,400,000. 
Exclusive  listing. 

BIDEGAIN  REALTY,  INC. 
8230  East  Broadway,  Suite  W-3 
Tucson,  Arizona  85701 
602/298-1855 


FORBES: 
CAPITALIST 
TOOL 


Corporate 
Signature  Ties 

Let  our  designers  transform 
your  company  logo  or  trade 
mark  into  a  custom  woven 
tie.  Subtly.  Tastefully.  Ex- 
clusively yours. 

Impeccable  Hampton  Hall 
quality  in  all  fabrics:  pure 
silk,  DuPont's  Qiana,  of 
polyester.  Minimum  only  150 
ties.  Scarves  and  Blazer  j 
Badges  also  available 
Phone  or  write. 

Hampton  Rati,  Hid. 

51  East  42nd  Street.  New  York  10017 
k  (212)687-6810  i 


BUSINESS  PRODUCTS 
&  SERVICES 


SEEKING 
BRAND 

NAMES? 

Obtain  timely  notification 
of  recent  de-registrations 
in  U.S.  Trademark  Office. 
Stimulate  your  creativity  & 
get  pre-registration  benefits 
Free  informative  brochure. 


State  type  of  products  or  services  Yearly 
rate  $149.  One  month's  trial  report  $12. 


©TRADEMARK 
IDENTIFIERS 
Box  W.  Paoli,  Pa.  19301 


DO  YOU  REALIZE  that  by  placin 
The  National  Switchboard's  24-rt 
7-day  a  wk  toll-free  WATS  line  nun 
ber  in  your  ads  in  the  U.S.  (inclui 
ing  Alaska  &  Hawaii),  Puerto  Rid 
Virgin  Islands,  Canada  &  the  Unite 
Kingdom  you  will  increase  respons 
as  much  as  40%?  For  more  info' 
mation.  Call  800-528-6052,  Ext.  9 
or  write  The  National  Switchboan 
2150  E.  Thomas  Road 
Phoenix,  AZ  85016 


National  TOLL-FREE 
Answering  Service 

For  National  Advertisers  •  Corporations 
Traveling  Executives  •  Finder  Minder 
Personal  Messages 

Call  Us  TOLL-FREE  at 

800-251-9530 

for  information  and  brochure. 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED:  One  out  of  every  13  FORBES  subscribers  is  a  millionaire 
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I  on  the 

ThOUghtS.  .  .Business  of  Life 


If  an  idea  is  good,  then  it  can 

only  be  implemented  by  other  people. 

Phyllis  Seaton 


So  much  of  what  we  call  management 
consists  in  making  it  difficult 
for  people  to  work. 
Peter  Drucker 


I  guess  I  am  not  naturally  energetic. 
I  like  to  sit  around  and  talk. 
Calvin  Coolidge 


If  you  study  great  men,  you'll  notice 
that  they  don't  try  to  be  great  all  the 
time,  but  do  a  lot  of  coasting. 
William  Feather 


Nothing  is  more  to  me  than  myself. 
Max  Stirner 


Infinite  toil  would  not  enable  you 
to  sweep  away  a  mist;  but  by 
ascending  a  little  you  may  often 
look  over  it  altogether. 
Arthur  Helps 


Thinking  is  the  hardest  work 
there  is — which  is  probably  the 
reason  why  so  few  engage  in  it. 
Henry  Ford 


Work  is  the  refuge  of  people 
who  have  nothing  better  to  do. 
Oscar  Wilde 


Take  my  assets — but  leave  me  my 
organization  and  in  five  years 
I'll  have  it  all  back. 
Alfred  M.  Sloan 


All  things  change,  and  you  yourself 
are  constantly  wasting  away.  So 
also  is  the  universe. 
Marcus  Aurelius 


Frank  W.  Wool  worth,  founder  of 
the  world's  most  famous  five-and- 
ten-cent  stores,  once  told  me 
that  the  turning  point  in 
his  career  came  when  he  suffered 
a  breakdown  that  confined  him 
to  a  hospital.  "Before  that," 
he  said,  "although  I  had  several 
stores,  I  felt  it  was  tip  to  me 
to  do  everything  myself.  I  was 
sure  that  there  was  nothing 
I  couldn't  do  better  than  any  of 
my  employees — even  dressing  windows 
and  opening  boxes  of  merchandise. 
During  my  long  absence,  I  found 
things  had  gone  along  quite  well- 
After-  that,  I  changed  my  tactics. 
I  let  others  attend  to  the 
ordinary  running  of  the  business 
and  devoted  myself  to  working  out 
plans  for  expansion — and  we  made 
much  greater  progress." 
B.C.  Forbes 


Example  is  better  than  precept. 
English  Proverb 


It  is  hard  to  look  up  to  a  leader 
who  keeps  his  ear  to  the  ground. 
James  H.  Boren 


We  ought  not  to  be  overanxious  to 
encourage  innovation,  for  an  old 
system  must  ever  have  two 
advantages  over  a  new  one;  it  is 
established  and  it  is  understood. 
Caleb  C.  Colton 


Fair-handed  spring  unbosoms 
every  grace. 
James  Thomson 


I  said  that  an  expert  was 

a  fella  who  was  afraid  to  learn 

anything  new  because  then 

he  wouldn't  be  an  expert  anymore. 

Harry  S  Truman 


The  test  of  a  first-rate  intelligence 
is  the  ability  to  hold  two  opposed 
ideas  in  mind  at  the  same  time  and 
still  retain  the  ability  to  function. 
One  should,  for  example,  be  able  to  see 
things  as  hopeless  and  yet  be 
determined  to  make  them  otherwise. 
F.  Scott  Fitzgerald 


As  in  navigation,  the  more 
sights  we  take,  the  more  likely 
we  are  to  hit  port. 
Henry  Osborn 


One  s  own  incompetence  is 
a  difficult  fact  to  accept. 
Terry  M.  Townsend 


What  I  possess  I  would  gladly 
retain.  Change  amuses  the  mind, 
yet  scarcely  profits. 
Goethe 


A  Text . . . 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $10.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  NY.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Sent  in  by  Mrs.  Emma  Lou  James,  Clayton, 
Calif.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


O  Lord,  correct  me,  but  with  judgment: 
not  in  thine  anger,  lest  thou  bring  me  ta 
nothing. 

Jeremlyh  10:24 


The  reputation  built  byword  of  mouth 


eagtams  V.O. 

\ Bottled  in  Canada.  Preferred  throughout  the  world. 

'  c*v:.»s  *<••>•  » iA\j    chmwrs      *-  :<    e  km  o.s  S6.8  woof,  ukhv  d^tuew  eg;  ■>  '  c. 


This  is  the  copier 
that's  replacing  Xerox. 


Since  the  first  of  the  year,  a  lot  of  businessmen 
have  had  second  thoughts  about  their  Xerox 
copiers.  They've  realized  that  between  the  jam  ups 
and  the  breakdowns  that  speedy  Xerox  was  fast 
becoming  the  office  bottleneck. 

That's  why  so  many  businesses  have  switched  off 
Xerox  and  on  to  the  new  Savin  770  plain  paper 
copier.  The  Savin  770  has  been  designed  to  keep 
working.  Our  paper  moves  in  a  simple  path  from 
storage  cassette  to  reproduction  through  the 
shortest  possible  distance.  Less  distance  travelled 
means  less  chance  for  jam  ups. 

Not  only  do  our  copies  keep  coming  out,  but  they 
keep  coming  out  better.  That's  because  the  Savin 
770  has  a  mind!  An  electronic  brain  reads  every 
document  first  then  automatically  makes  whatever 
adjustment  it  deems  necessary  to  ensure  a  clear, 
clean,  needle  sharp  copy,  every  time--regardless  of 
the  condition  of  the  original-whether  you  copy  on 
one  side  or  two. 

We've  even  made  paper  handling  a  lot  handier. 
pre-cut  bond  paper  is  stored  in  see-through 


©Savin,  and  Savin  logotype  are  registered  trademarks 
of  Savin  Business  Machines  Corporation. 

©Xerox  is  a  registered  trademark  of  Xerox  Corporation. 


cassettes  in  both  letter  and  legal  size.  To  simply  go 
from  one  size  to  another-simply  pull  a  lever. 

It's  no  wonder  then,  that  the  new  Savin  770  plain 
paper  copier  is  turning  up  everywhere  you  turn 
today.  Just  look  around  the  office  for  it.  You  can't 
miss  it,  it's  where  the  Xerox  used  to  be. 

Call  us  for  a  demonstration--we'll  not  only  do  it 
right  in  your  own  office,  we'll  show  you  how  you 
can  copy  for  less  from  now  on.  For  more 
information  use  the  coupon  below. 


SAVIN 
BUSINESS 
MACHINES 
®  CORPORATION 


Savin,  Valhalla,  N.Y.  10595  F8220 

□  Please  provide  additional  information  about  the 
Savin  770  Copier. 

Name/Title  .  

Firm   


Telephone. 

Address  

City  


.State. 


_Zip_ 
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*Ihave 
my  own  ideas 


about  smoking? 


"I  know  what  I  like  out 
of  life.  And  one  of  the 
things  I  like  is  smoking. 
But  there's  no  getting 
away  from  the  stories  I 
keep  hearing  about  ciga- 
rettes and  high  tar. 

"There's  also  no  get- 
ting away  from  why  I 
smoke.  I  smoke  for  the 
pleasure  of  it.  For  the  taste. 
And  for  enjoying  a  ciga- 
rette after  my  long  day  as  a 
teacher. 

"Then  at  night  when  I 
work  my  other  job  —  as  a 
drummer— I  enjoy  lighting 
up  between  sets.  It's  part  of 
the  way  I  live. 

"For  me,  the  dilemma  was 
how  to  find  a  cigarette  that 
could  give  me  taste  without  high 
tar.  And  that  was  quite  a  dilemma. 

"Which  is  why  I  appreciate 
Vantage  as  much  as  I  do.  It's  the 
llonly  low-tar  cigarette  I've  found 
i  (and  I've  tried  several  other  brands) 


that  really  gives 
me  cigarette  taste 
and  satisfaction. 
"And  the 
Vantage  filter  is 
especially  neat 
because  it's  firm 
yet  easy  drawing. 
"As  far  as 
Vantage  goes,  my 
mind  is  made  up. 
And  that's  just  the 
way  I  like  it." 


Mike  Barbano 
Atlanta,  Georgia 


Regular,  Menthol, 
and  Vantage  100  s 


Vantage.  A  lot  of  taste  without  a  lot  of  tar. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 

MENTHOL  11  mg. "tar", 0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av. per  cigarette  by  FTC  method. 


Anew  way  to 
bail  out  the  kids. 


When  your  kid  is  on  the  phone  at  2  A.M., 
you  know  you've  got  a  problem. 

There's  been  an  accident.  Or  the  car  broke 
down.  Or  an  airline  ticket  somehow  got  lost. 

If  there  were  only  a  way  to  get  your  kid 
some  cold  cash  in  a  hurry.  Now  there  is. 

All  you  need  is  Master  Charge 
and  a  telephone. 

With  a  Master  Charge®  card,  you  can  use 
Western  Union's  Charge  Card  Money  Order 
service  to  send  money  24  hours  a  day,  seven 
days  a  week.  Just  call  Western  Union  toll  free 
at  800-851-2300.  (In  Illinois,  800-642-2430). 

You  can  send  up  to  $300  and  charge  the 
amount  to  your  Master  Charge  account. 

Card  verification  and  transmission  of 
funds  normally  takes  place  within  two  hours 
of  your  call.  The  money  order  can  be  picked 
up  at  one  of  our  8,100  U.S.  offices  or  agencies 
(some  of  which  are  open  24  hours),  including 
certain  truck  stops. 

Of  course,  you  can  still  send  regular 
money  orders  to  U.S.  and  many  overseas 
destinations,  by  bringing  the  cash  to  a 
Western  Union  office  or  agency. 

Other  ways  to  move  money  to 
employees,  suppliers,  etc. 

Business  users  can  send  money  orders  of 
up  to  $5,000  with  one  toll-free  call.  When  you 
open  a  Commercial  Money  Order  account 
your  firm  has  a  line  of  instant  credit.  And,  it 
costs  nothing  to  open  and  maintain  an 


Emergency  Money 
Wallet  Card 

Call  toll-free 

800-351-2300 

(in  Illinois.  8UO-tvJ2-2-l.su, 

Send  up  to  -$30U  anywhere  from  coast  to  oM 
and  charge  it  to  your  Master  Charge  card. 
See  instructions  on  reverse. 


For  a  free  wallet  card  with  instructions  on  how  to  use 
Charge  Card  Money  Order  service,  mail  coupon  below. 

account.  Also  a  Telex  or  TWX®  subscriber 
can  send  money  directly  from  the  terminal. 

Last  year  alone,  more  than  a  billion 
dollars  moved  from  one  location  to  another 
via  Western  Union.  Some  went  for  rescues. 
Most  was  just  business-as-usual. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  our  Westar®  satellites  in  orbit  and 
our  new  money-moving  services,  Western 
Union  is  still  the  fastest  way  to  get  the  word 
around.  And  money,  too. 


Boyd  Humphrey,  Western  Union  Corporation 
One  Lake  Street,  Upper  Saddle  River,  N.J.  07458 

□  Send  me  a  free  E  mergency  Money  Wal  let  Card 
describing  how  to  use  your  new  Charge  Card 
Money  Order  service. 

□  Send  me  more  information  on  Western  Union's 
Commercial  Money  Order  service. 

Name  


FB 


n 


Address. 


City  &  state. 


.Zip_ 
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One  of  the  many  hilarious  scenes  in 
Woody  Allen's  latest  movie  Annie 
Hall  has  Allen  and  his  girlfriend, 
Diane  Keaton,  going  to  their  respec- 
tive psychiatrists.  Woody' s  shrink 
asks  him  if  they  have  sex  often:  Hard- 
ly at  all,  he  replies;  mayhe  three 
times  a  week.  Asked  the  same  ques- 
tion, Diane  replies:  Constantly,  may- 
he  three  times  a  week. 

That  s  the  way  it  often  is  in  journal- 
ism: Two  observers  can  look  at  the 
same  scene  and  come  up  with  cjuite 
different  judgments  on  it.  In  this  case, 
as  in  Woody  s  love  life,  one  fact  is 
undisputed:  Teledyne,  Inc.,  through 
its  insurance  subsidiaries,  is  buying 
heavily  into  the  shares  of  other  compa- 
nies, many  of  them  conglomerates:  1.9 
million  shares  of  Walter  Kidde;  8.3 
million  of  Litton  Industries;  2.3  mil- 
lion of  Curtiss- Wright;  1.4  million  of 
Reichhold  Chemicals;  1.2  million  of 
National  Can  Corp. 

But  when  you  leave  this  fact  and 
come  to  judgments  on  it,  agreement 
vanishes.  Both  Fortune  and  the  Wall 
Street  Journal  have  speculated  that 
Teledyne,  already  S2  billion  in  rev- 
enues, is  out  for  some  major  acquisi- 
tions. In  this  issue,  we  look  at  the 
same  set  of  facts  and  quote  Teledyne 
Chairman  Henry  Singleton  as  vowing 

Stirring  It  Well 

If  some  Forbes  stories  might  be 
compared  to  a  shot  of  whiskey,  others 
to  a  glass  of  wine,  and  still  others  to  a 
stein  of  beer,  then  the  article  on  Ba- 
cardi (p.  37)  might  be  called  a  cocktail 
of  a  story,  containing  several  ele- 
ments carefully  mixed.  The  idea  had 
been  brewing  in  the  mind  of  Senior 
Editor  Howard  Rudnitsky  since  a  Ba- 
cardi story  he  wrote  in  1974.  At  that 
time,  he  concluded  that  Bacardi 
would  do  well  even  if  the  rum  market 
in  the  1980s  reached  little  more  than 
half  the  projected  10  million  cases.  So 
when  last  year's  sales  figures  indicat- 
ed that  the  10  million  might  be  ob- 
tainable (Bacardi  has  69%  of  the  mar- 
ket), Rudnitsky  went  back,  aided  by 
Reporter-Researcher  Sarah  Har- 
desty. He  learned  that  the  Latin 
American-owned  Bacardi  Corp.  had 
since  named  an  American  president. 
Then  came  a  maraschino  cherry  of  a 
news  peg:  Hiram  Walker,  having 
seen  what  Rudnitsky  saw,  announced 
it  was  buy  ing  into  the  company.  ■ 


that  these  investments  are  really  just 
that — investments. 

You  ve  heard  that  one  before?  A 
conglomerate  buys  "for  investment" 
and  then  proceeds  to  go  for  control. 
But  Singleton  is  different  from  most 
conglomerate  bosses,  thinks  differ- 
ently, acts  differently.  His  invest- 
ments in  these  companies  stem  natu- 
rally from  his  unique  corporate 
strategy. 

How  do  we  know?  Because  Single- 
ton told  us  and  we  have  reason  to 
know  that  on  those  rare  occasions 
when  Henry  Singleton  speaks,  he 
means  what  he  says.  While  other  arti- 
cles on  what  Singleton  is  doing  are 
based  on  speculation,  ours  is  based  on 
a  long  interview  the  rarely  inter- 
viewed Singleton  gave  last  month  to 
Forbes  Senior  Editor  Robert  Fla- 
herty. If  you  don't  believe  Singleton, 
remember  this:  When  Bob  Flaherty 
first  interviewed  him  in  1966,  he  told 
us  that  he  was  out  to  build  one  of  the 
great  American  corporations.  Single- 
ton was  then  49  and  Teledyne  had 
only  S86  million  in  sales;  it  is  now  past 
S2  billion  and  growing  fast.  For  a  rare 
look  into  the  mind  and  strategy  of  this 
highly  individualistic  businessman, 
see  "The  Sphinx  Speaks,"  starring  on 
page  33. 
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INNOVATION  IN  15  YEARS. 

Suddenly  you  can  increase  the  effi-  What's  more,  in  a  matter  of  minutes 

dpncv  of  vour  flppt  to  a  dparpp  npvpr  vou'll  hp  ahlp  to  r.omnlptp  pxnpnsp- 


a  new  way  to  provide  you  with  - 
pinpoint  control  of  all  your 
fleet's  operational  costs. 

For  example,  wouldn't 
you  like  to  know  if  a  driver  is 
changing  his  vehicle's  oil  as 
f  requently  as  necessary ...  or 
if  he's  reimbursing  you  ade- 
quately for  personal  mileage 

.  .  or  if  it  would  pay  you  to 
keep  some  of  your  units  a  few 
months  longer  than  you  had 
planned? 

.  For  the  first  time,  the 
answers  to  these  and  dozens 
of  other  questions  can  be  at 
your  fingertips. 


Analysis  &  Cost  Trends.  And 
what  you  receive  are  simple 
printouts  that  replace  hun- 
dreds of  hours  of  administra- 
tive work  and  can  dramatically 
reduceyour  individual  vehicle 
expenses. 

Hard  to  believe?  Not 
after  you  learn  all  the  details. 
They're  in  our  new  brochure. 
And  you  get  it  free,  without 
obligation.  Just  clip  and  mail 
the  coupon. 

WHEEESim 

6200  N.  Western  Ave  Chicago  Illinois  60659 
Leasing  Chevrolets  and  other  fine  cars  and  trucks 
since  1 939  Serving  over  500  Of  America  s 
leading  corporations 
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Edited  by  JOHN  A.  CONWAY 


Another  Side  Of  South  Korea 

The  bad  press  South  Korea  has  been 
getting  lately  has  obscured  the  fact  that 
President  Chung  Hee  Park's  country  is 
in  fantastic  economic  shape.  The  gross 
national  product  has  tripled  in  real  terms 
since  196.5 — to  $22  billion — and  is  grow- 
ing at  9%  to  10%  a  year.  It  now  stands  at 
double  that  of  North  Korea,  the  original 
industrial  heartland  of  the  now-divided 
country.  Seoul's  industrial  production, 
which  has  expanded  into  steel,  petro- 
chemicals, fertilizers  and  shipbuilding,  is 
growing  by  25%  a  year.  With  foreign 
sales  soaring  at  a  45%  annual  rate  of 
increase.  Park's  country  has  managed  to 
keep  its  current  accounts  nearly  in  bal- 
ance despite  importing  $1 1-billion  worth 
of  new  machinery  since  1970.  U.S.  mili- 
tary aid,  of  course,  has  been  of  vital  help 
to  this  growth — which  is  why  Park  is 
making  every  effort  to  retain  it  in  some 
form.  South  Korea  today  spends  only 
about  5%  of  its  GNP  on  defense,  where- 
as its  communist  counterpart  to  the 
north  spends  20%. 

Milk  By  The  Ton 

U.S.  Agriculture  Secretary  Bob  Berg- 
lands  department  is  drowning  in  milk — 
a  3.6-billion-pound  stockpile  of  butter, 
cheese  and  nonfat  dry  milk.  A  rich  raise 
in  milk-support  prices  last  year,  from 
$8.26  to  $9  per  hundredweight,  spurred 
daiiy  farmers  to  push  production  from 
120.4  billion  pounds  in  1976  to  123.2 
billion  last  year.  Moreover,  the  tradi- 
tional ways  of  disposing  of  the  surplus 
are  no  longer  working.  The  old  take-it- 
or-leave-it  food-distribution  program  has 
been  supplanted  by  food  stamps,  which 
leaves  the  choice  to  the  consumer.  The 
school  lunch  program,  while  still  an  out- 
let, cannot  absorb  the  quantities  Agricul- 
ture has  on  hand.  Nor  can  the  export 
market  help.  Europe  s  dairymen,  also 
swamped  by  surpluses,  are  underselling 
U.S.  butter  and  cheese  in  markets  like 
Brazil  and  India  by  as  much  as  .50  cents  a 
pound.  To  further  curdle  Bergland  s 
milk,  his  department's  economists  pre- 
dict that  the  coming  year  will  produce  an 
even  larger  milk  surplus. 

Why  Even  Kings  Have  Budgets 

The  figures  on  Iran's  economy  should 
dispel  any  doubts  that  the  Shah  means 
business  with  his  planned  across-the- 
board  crackdown  on  imports  into  his 
kingdom.  Last  year  Iran's  gross  national 
product  increased  a  scant  3%-to-4% 
more  than  its  inflation  rate.  In  1976  the 
margin  was  14%.  The  cost  of  living  in  the 
country,  from  the  Peacock  Throne  on 
down,  jumped  25%,  compared  with  23% 


in  1976.  To  compound  the  Shah's  prob- 
lem, that  high  inflation  in  1977  was  ac- 
companied by  a  4%  drop  in  oil  produc- 
tion. The  decrease  in  Iran  s  main  source 


The  Shah:  Even  a  royal  purse  has  limits. 


of  income  was  caused  by  the  world  oil 
glut,  plus  the  fact  that  Iran  s  prices  are 
on  the  high  end  of  the  range  of  OPEC- 
administered  prices.  So  His  Majesty  is 
tightening  the  purse  strings. 

Profile  Of  A  Wetback 

"Wetbacks' — Mexican  job  seekers 
crossing  illegally  into  the  U.S. — have 
come  under  the  scrutiny  of  U.S.  intelli- 
gence agencies,  with  some  interesting 
results.  Last  year,  the  analysts  estimate, 
1.5  million  Mexicans  entered  the  U.S. 
illegally,  compared  with  500,000  annual- 
ly in  previous  recent  years.  But  most  of 
these  illegal  aliens,  the  study  shows, 
stayed  only  four  to  six  months,  then 
faded  back  across  the  border.  Moreover, 
a  significantly  large  number  were  not  the 
penniless  urban  poor  but  rather  farmers, 
shopkeepers  and  other  small  business- 
from  rural  Mexico.  One  factor  cited  by 
the  analysts  to  bolster  that  last  finding: 
The  "fare  on  the  underground  routes 
into  the  U.S.  is  $200  to  $300— strictly  in 
cash — a  substantial  sum  of  money  by 
Mexican  standards. 

Fever  Chart 

Wall  Street  analysts  who  monitor 
drug-company  stocks  anticipate  a  banner 
performance  from  those  firms  for  the 
fourth  quarter  of  1977  and  the  first  three 


months  of  this  year.  The  reason:  This 
winter's  outbreak  of  influenza  looks  to  be 
the  most  severe  in  years.  One  drug  com- 
pany reports  that  December  brought  an 
85%  increase  in  flu  over  recent  years  and 
that  colds  and  coughs  rose  by  25%.  The 
federal  government's  Center  for  Disease 
Control  in  Atlanta  does  not  keep  national 
statistics  on  flu  incidence,  but  the  num- 
bers it  does  have  provide  a  reasonable 
measure  of  this  winter's  toll.  During  a 
single  week  in  January,  flu  deaths  in  the 
121  cities  checked  by  the  center  reached 
a  total  of  848.  The  center's  experts  had 
expected  slightly  more  than  500.  With 
one  flu  virus,  the  so-called  "A-Texas" 
type,  already  affecting  15  states,  a  new 
Bussian  virus  has  recently  been  detected 
in  Wyoming  and  is  expected  to  spread. 
The  Bussian  bug  struck  30  million  per- 
sons in  the  Soviet  Union,  though  the 
illnesses  there  were  described  as  only 
moderately  severe. 

The  Battle  For  The  Bang 

Free- world  competition  for  U.S. 
armsmakers  is  rapidly  gaining  strength. 
During  a  single  week  recently,  intelli- 
gence reports  included  these  four  sig- 
nals: France's  Marcel  Dassault  has  a  new 
twin-jet,  multirole  warplane,  the  Super- 
Mirage  4000,  capable  of  interceptor, 
bomber  and  reconnaissance  roles,  that 
will  be  solely  for  export.  (The  French  air 
force  does  not  plan  to  buy  any.)  Spain  is 
ready  to  buy  another  48  Mirages  and  will 
probably  scrap  plans  to  take  72  Ameri- 
can-designed F-16s,  the  planes  being 
built  by  a  consortium  of  the  U.S.,  Nor- 
way, Denmark  and  the  Netherlands. 
Mexico  is  set  to  purchase  50  armored 
personnel  carriers  and  a  number  of  anti- 
aircraft weapons — none  of  them  from  the 
U.S.  And  with  pro-Israel  congressmen 
apparently  still  determined  to  block  the 
proposed  sale  of  U.S.  F-15s  to  Saudi 
Arabia,  despite  President  Carter's  re- 
peated promises  to  the  contrary, 
Riyadh's  royal  rulers  are  reported  seri- 
ously considering  switching  to  French 
Mirages.  All  of  this,  of  course,  is  totally 
aside  from  the  competition  from  another 
major  armsmaker — the  U.S.S.B. 

The  High  Rollers'  Tax  Bills 

Casino  operators  bidding  for  gambling 
licenses  in  New  Jersey's  Atlantic  City, 
and  poised  to  do  the  same  in  New  York 
and  Florida  if  those  states  authorize  the 
gaming  tables,  can  plan  on  close  atten- 
tion from  local  tax  assessors.  A  clue  to 
what  they  can  expect  comes  from  Ne- 
vada's Clark  Count)  ,  which  includes  Las 
Vegas  and  where  assessor  Jean  Dutton 
has  just  finished  a  complete  property 
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Rarely  is  a  bank  both  liquid  and 
profitable.  But  then,  Manufacturers  is  not 
just  another  bank. 

By  design,  more  than  half  of  our 
lending  is  in  short-term  commercial  loans. 
That  keeps  us  liquid  with  plenty  of  money 
to  lend  even  when  money  gets  tight. 


^  20.4% 


Yet  we  are  one  of  the  most  profitable 
banks  in  California.  In  1977,  we  returned 
20.4%  on  shareholders'  equity  (average  at 
the  beginning  and  end  of  year).  And  our 
return  on  equity  has  averaged  17.1%  for 
the  past  five  years. 

How  do  we  manage  it? 


We  lend  almost  exclusively  to  small 
and  medium-size  businesses  and 
professional  people.  They  are  numerous. 
Fast  growing.  And  have  a  constant  need 
for  short-term  loans. 

Because  we're  never  short  of 
short-term  money,  they  come  to  us.  And 
bring  along  all  of  their  banking  business. 
Checking.  Savings.  C.D!s.  Equipment 
leasing.  You  name  it.  And  that  is  very 
profitable  for  us. 

Liquidity.  Managed  right,  it  can  give 
rise  to  a  steady  stream  of  new  business. 
And  a  steady  flow  of  profits. 

Manufacturers 

not  just  another  bank 


How  liquidity  keeps  our 
profits  flowing  in. 


Van  Nuys,  Sherman  Oaks.  Granada  Hills,  and  Newport  Beach.  Member  FDIC. 
We  are  traded  over  the  counter.  NASDAQ  symbol  MBLA.  Write  or  phone  Alex  Alt.  Vice  President,  for  1977  annual  report. 


In  making  investment 
decisions,  I  want  as  much 
information  as  I  can  get. 
That's  why  I  read  Barron's'. 


Tinkham  Veale  Hi 
Vice  President— Investments 
Alco  Standard  Corporation 
Cleveland,  Ohio 


"As  the  manager  of  my  firm's  pension 
fund  and  other  investments,  I  have  a 
great  need  for  a  variety  of  economic  and 
investment  information.  So  it's  important 
to  me  to  keep  on  top  of  what's  happening 
to  companies  and  the  market.  Barron's  is 
a  big  help. 

"There  are  a  number  of  articles  I  find 
particularly  useful  in  my  work.  I  like  the 
fresh  inside  perspective  that  Abelson's 
Up  &  Down  Wall  Street  gives  me, 
whether  he's  writing  about  a  specific 
company  —or  events  of  broader 
significance. 

"Investment  News  &  Views— with  its 
in-depth  company  analyses— does  two 
jobs  for  me.  It  gives  me  information  about 


firms  that  are  not  often  covered  else- 
where. And,  when  we  do  have  an  invest- 
ment interest  in  the  reviewed  company, 
Barron's  facts  and  judgments  play  a 
valuable  role  in  our  decision-making 
process!' 

Whether  you're  a  professional  or  an 
individual  investor,  you're  constantly 
faced  with  important  decisions.  And  no 
publication  works  harder  to  help  you 
make  the  right  decisions  than  Barron's. 
With  facts,  figures  and  insights.  We  look 
ahead  —to  help  keep  you  ahead.  That's 
why  over  one  million  people  read 
Barron's  every  week?  Subscribe  today. 

•Source:  TGI.  Fall  1977. 

Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S 

|    The  National  Business  and  Financial  Weekly  from  Dow  Jones 
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revaluation.  For  the*  big  casinos  that  line 
the  famous  Vegas  "Strip,"  the  news  was  a 
jolt.  Because  the  market  value  of  homes 
is  readily  determined,  while  that  for  casi- 
nos is  a  mystery  since  they  are  rarely  if 
ever  subject  to  arms-length  sales,  Dut- 
ton  uses  a  combination  of  building  costs 
and  other  factors  to  reach  his  figures.  For 
the  MGM  Grand,  biggest  and  newest  of 
the  pleasure  palaces,  the  new  tax  base  is 
$34.3  million  and  its  local  property  tax 
works  out  to  $4,700  a  day.  Next  year 
Dutton  plans  to  ask  the  state,  which  now 
limits  property  taxes  to  a  maximum  of  $5 
per  $100  of  valuation,  to  permit  a  two- 
tier  system:  one  limit  for  homes  perhaps, 
and  a  higher  one  for  commercial  build- 
ings, which  in  Las  Vegas  means  casinos. 

Oil  For  The  Lamps  Of  Lagos 

Nigeria,  which  now  ships  1.3  million 
barrels  of  oil  daily  to  the  U.S.  (topped 
only  by  Saudi  Arabia's  1.6  million  barrels 
a  day)  has  big  plans  for  expansion.  Afri- 
ca s  most  populous  nation  has  already 
reached  one  goal,  2  million  barrels  of 
daily  production.  It  wants  to  increase 
that  to  2.3  million  barrels,  both  for  ex- 
port and  to  meet  its  own  growing  needs. 
That  new  oil,  however,  will  depend  on 
very  deep — and  very  expensive — off- 
shore drilling,  and  the  Lagos  govern- 
ment wants  U.S.  oil  companies  to  fi- 
nance it.  It  is  dickering  with  three  of  the 
majors  now,  and  to  whet  their  interest 
has  sweetened  the  offer  with  a  bundle  of 
new  incentives.  The  package  includes 
bigger  tax  credits,  permission  to  write  off 
all  drilling  costs  within  a  year  and  to 
amortize  investment  over  five  years  in- 
stead of  the  present  seven  or  eight,  plus 
a  slash  in  the  tax  on  profits  from  85%  to 
about  67%.  On  another  front,  Nigeria 
plans  to  meet  local  demand  for  fuel, 
which  is  rising  25%  a  year,  by  adding  two 
more  refineries  to  the  one  it  now  has. 

Pour,  Madame 

Another  male  stronghold,  the  post  of 
SOtnmelier  (wine  steward),  is  under 
siege.  Traditionally,  the  haughty  expert 
with  the  wine  list,  the  gold  chain  and  the 
cup-and-key  insignia  has  been  male. 
(French  dictionaries,  in  fact,  do  not  list  a 
feminine  form  for  sommelier.)  But  the 
women  are  on  the  move.  A  handful  al- 
ready have  won  the  job.  notably  at  Chi- 
cago's Pump  Boom.  Following  up  their 
success  in  pressuring  posh  watering 
holes  with  all-male  staffs  into  hiring  wait- 
resses, women  are  now  making  similar 
demands  to  be  w  ine  stewards.  One  vint- 
ner, producer  of  the  heavily  promoted 
Blue  Nun  label,  is  starting  seminars  for 
waitresses  to  school  them  in  the  arts  of 
wine  serving  and  selling.  ■ 
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10c  movies 
&  $3,000 wine. 


\\  There's  a  unique  theatre  here  where  film  club  members  see  1 00  great  movies  for 
I  $10.00.  And  a  restaurant  where  the  wine  list  boasts  some  6,000  selections.  There's  a 
H  lot  more  that  you  and  your  company  will  like  about  the  variety  of  Tampa  and 
Hillsborough  County  life.  Send  for  more  information  today. 


TAMR\ 


Where  the  good  life  gets  better  every  day. 


|  Jack  Turbeville,  Chairrr 

lan,  Committee  of  1 00,  P.O.  Box  420.  Tampa.  Florida  336 

.01  (813)  22. 

3-5109.  | 

■  Name 

Title  Firm 

■  Address 

Phone 

HILLSBOROUGH  COUNTY,  FLORIDA 

Follow-through 


The  Dividend  Curve 

A  year  ago,  Forbes  noted  how  many 
onetime  glamour  stocks  had  transformed 
themselves  into  income  investments, 
principally  by  steadily  raising  their  divi- 
dends. To  illustrate  the  trend,  that  re- 
port cited  36  companies  that  had  not 
only  kept  increasing  their  payout  to 
stockholders  but  also  looked  like  good 
bets  to  continue  the  process.  To  qualify 
for  that  Mar.  1,  1977  list  (which,  of 
course,  was  not  exhaustive),  a  company 
had  to  be  paying  4%  or  close  to  it,  must 
have  raised  its  dividend  at  least  five 
times  in  the  previous  decade  and  dou- 
bled it  during  the  same  period.  (AT&T, 
for  instance,  was  omitted  because  its 
dividend  had  gone  up  "only  68%.) 

The  trend  toward  higher  dividends 
has  stayed  on  an  upward  curve,  at  least 
for  the  companies  plotted  by  Forbes. 
During  the  past  year,  26  of  the  36  firms 
named  have  raised  their  dividends.  An- 
other nine  have  maintained  the  same 
level  as  a  year  ago  and  only  one,  New- 
mont  Mining,  which  was  hit  by  sagging 
copper  prices,  has  cut  its  payout. 

The  Wide  Open  Spaces 

"Not  lively,  but  less  dead"  was 
Forbes'  diagnosis  after  a  Feb.  15,  1977 
pulse-taking  of  business-office  real  estate 
on  New  York's  Manhattan  Island,  which 
ranks  as  the  biggest  concentration  of  of- 
fice space  on  earth. 

The  stirrings  Forbes  noted  then  have 
intensified.  Last  January,  for  example, 
the  Cushman  &  Wakefield  brokerage 
firm  had  11.7  million  square  feet  of  big- 
block  midtown  Manhattan  space  to  offer. 
Last  month  it  had  8.8  million — including 
several  new  buildings  that  had  been  add- 
ed to  the  year-ago  inventory.  C&W  Ex- 
ecutive Vice  President  John  L.  Dowling 
also  noted  that  new  skyscrapers  were  on 
the  drawing  board,  including  two  office 
towers  and  a  51-story  hotel  on  choice 
sites  sold  or  leased  by  the  Roman  Catho- 
lic Archdiocese  of  New  York.  C&W's 
downtown  man,  Bertram  French,  added 
that  his  territory  had  also  picked  up  and 
now  has  5  million  square  feet  to  rent, 
with  deals  in  train  that  would  shrink  that 
by  1  million.  One  C&W  problem  build- 
ing, the  East  River  tower  at  55  Water 
Street,  has  cut  its  vacant  space  from  last 
January's  679,000  square  feet  to  458,000, 
and  French  has  deals  pending  on 
200,000  square  feet.  Another  major 
broker,  Cross  &  Brown  President  Rich- 
ard W.  Seeler,  describing  a  "most  dra- 
matic turnaround"  that  had  seen  space 
inventories  cut  by  25%,  said  there  is 
actually  a  shortage  of  big  blocks  in  the 
more  choice  buildings.  And  the  trend, 


Seeler  thought,  will  continue  through 
1978.  In  business,  unlike  in  gravity, 
what  goes  down  seems  usually  to  come 
up  again. 

Going  Fast:  Office  space  at  55  Water  St. 


»  *    _     on  m  f9 


The  Videodisc  Jockeys 

"Videodiscs,"  TV  records  that  let  the 
home  viewer  pick  and  choose  among 
first-run  movies,  golf  and  cooking  lessons 
and  what-have-you,  were  "the  new  tele- 
vision" the  June  1,  1976  Forbes 
trumpeted,  forecasting  "a  new,  poten- 
tially multibillion-dollar  industry  is 
about  to  be  born."  We  were — er,  uh — 
premature. 

"Potentially"  is  still  the  operative 
word.  The  videodisc  promoters,  most 
notably  RCA  and  a  combination  of  MCA, 
the  entertainment  conglomerate,  and 
N.V.  Philips'  Gloeilampenfabrieken,  the 
Dutch  electronics  colossus,  are  still  work- 
ing on  the  development.  Videodiscs  have 
been  tuned  out,  temporarily  at  least,  by 
the  onrush  of  TV  cassettes,  which  have 
the  big  advantage  of  letting  the  user 
record  programs  of  his  choice  and  play 
them  back  at  leisure.  With  the  two-way 
cassette  the  hot  item  in  home  entertain- 
ment, RCA  and  Philips/MCA  sent  their 
systems  back  to  the  engineers  for  more 
tinkering.  In  1976  Philips/MCA  talked  of 
having  its  laser-based  Disco- Vision  on  the 


market  within  a  year.  Now  it  says  it  will 
try  "regional"  marketing  some  time  this 
fall.  Even  in  1976  RCA  was  chary  about 
an  exact  starting  date  for  its  SelectaVi- 
sion,  but  claimed  it  was  ready  any  time  its 
rival  was.  It  now  says  videodiscs,  certain- 
ly in  the  billion-dollar  sense,  are  some- 
thing to  expect  in  "the  early  1980s." 

The  clouds  that  obscured  those  1976 
prophecies,  however,  could  hold  a  silver 
lining  for  the  consumer.  RCA  s  engi- 
neers, for  example,  have  fulfilled 
instructions  to  get  the  price  of  the  com- 
pany's disc  player  down  to  less  than  $400 
from  the  original  $500.  They  have  also 
doubled  the  playing  time  of  their  two- 
sided  disc  to  two  hours.  Philips/MCA  has 
also  shifted  to  a  two-sided  record  that  it 
says  will  give  an  hour's  viewing  on  each 
side.  The  Philips  player  still  runs  in  the 
$500  range. 

The  original  competitors  have  now 
been  joined  by  a  third,  Japan's  Matsu- 
shita Electric  (the  Panasonic  line).  The 
Japanese-made  Vise  player  is  expected  to 
cost  between  $480  and  $600 — in  Japan — 
and  Matsushita  says  it  will  market  it  only 
after  "receiving  support  of  software  com- 
panies throughout  the  world. 

Software,  the  programs  on  the  discs, 
could  be  the  decisive  factor.  MCA,  own- 
er of  Universal  Pictures,  a  movie  library 
and  a  record  company,  still  thinks  it  has 
the  edge  here.  Norman  Glen,  programs 
and  marketing  senior  vice  president, 
says  he  will  start  with  a  disc  catalog  of 
300  titles,  half  of  them  feature  pictures, 
and  MCA  has  things  like  Jaws,  Airport, 
The  Day  of  the  Jackal  and  The  Sting  on 
its  shelves.  RCA  (which  also  has  its  own 
record  company)  says  it  has  made  licens- 
ing arrangements  for  "several  thousand 
titles."  On  the  price  front,  RCA  boasts  it 
will  produce  a  two-hour  feature  film  on  a 
disc  to  sell  for  about  $12,  roughly  the 
cost  of  a  blank  video  cassette. 

When  it  comes,  the  battle  still  looks 
like  winner-take-all.  None  of  the  three 
systems  in  sight  is  compatible  with  ei- 
ther of  the  others.  The  Philips/MCA  "op- 
tical system"  uses  a  laser  beam  to  pick  up 
the  signal  from  its  records.  RCA  uses  a 
stylus  in  its  "capacitance  system."  Mat- 
sushita also  employs  a  stylus,  but  be- 
cause it  makes  its  masters  in  a  different 
way,  its  players  will  not  be  compatible 
with  RCA's. 

The  other  major  point  unchanged 
since  1976  is  the  projected  size  of  the 
disc  market.  The  numbers  are  as  big  as 
ever.  A  Philips  offical  thought  that  sell- 
ing one  disc  player  for  every  three  color 
TV  sets  would  be  a  "delightful  market. 
It  still  would.  Last  year,  U.S.  viewers 
bought  9  million  color  sets.  ■ 
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Is  your  company's  money  being  held 
prisoner  by  a  rent  a  car  company? 


Locking  up  money  is  not  what 
a  smart  economist  means  by  "fiscal 
restraint."  So  we  at  Avis  invented  a  key 
to  unlock  it.  The  Wizard  of  Avis. 
Here's  how  it  works. 
Lots  of  other  car  rental 
companies  wait  until  the  end  of  the 
year  to  give  your  company  its 
volume  discount. 

Your  money,  in  other  words, 
is  rebated  at  the  end  of  the 
contract.  This  rebate  can 


ill 

imount  to  as  much  as  $50,000  or  more  depending  on  your  volume. 

We  at  Avis  believe  that  your  money  should  be  gathering 
nterest.  Not  dust. 

So  our  Wizard  of  Avis  computer  factors  your  volume  discount 
nto  the  rental  rate  at  the  time  of  every  transaction. 
The  result  is  obviously  better  cash  flow  for  you. 
This  same  concern  for  efficiency  that  drove  us  to  develop  our 
discount  program,  pushed  us  ahead  in  other  areas  too. 

Extra-fast  service  for  business  travelers  with  Wizard 
lumbers,  and  a  choice  of  three  flexible  billing  plans  to  simplify 
ccounting  and  clerical  work,  are  just  two  ways  in  which  Avis 
an  help  your  business  save  time  and  money. 

So  if  you're  tired  of  having  your  money  locked  up,  why  not 
:all  Avis?  Putting  money  behind  bars  in  today's  economy  is  a  crime. 
:or  details  about  our  programs  call  our  Director  of  Commercial  Sales  at 
00-331-4242  or  write  h  i  m  at  Avis  Rent  A  Car  System, 
nc.  at  6128  East  38th  Street,  Tulsa,  Oklahoma  74135. 

We  try  harder. 

i  New  York  State,  call  516-222-3565.  Avis  rents  all  makes ...  features  cars  engineered  by  Chrysler. 


AVIS 


"And  now,  the  big  winner 
in  today's  lawsuits..!' 

Is  this  where  weVe  headed?  At  least  205  Americans  have 
now  won  damage  suits  worth  a  million  dollars  or  more. 

In  1962  there  was  one;  the  next  year,  two;  and  as  recently 
as  1969,  only  three.  But  by  1976  the  number  of  million- 
dollar  plus  awards  ballooned  to  43.  The  stakes  have  gone  up.1 

Were  these  awards  justified  by  real  losses  and  clear 
fault?  Or  were  they  grand  prizes  in  a  lucrative  game  of  chance 


—America's  dis-tort-ed  tort  law  system?2 

WeVe  reached  the  point  where  a  person  was  actually 
awarded  well  over  a  million  dollars  for  "traumatic  neurosis" 
resulting  from  a  false  arrest  for  shoplifting.3 

If  there  were  no  losers  in  this  game,  we  might  dismiss 
it  as  harmless  fun,  like  a  lottery.  But  every  payer  of  liability 
insurance  premiums  is  a  loser.4  And  indirectly  all  of  us  lose, 
as  the  soaring  costs  of  settlements  and  insurance  force  up 
the  prices  of  the  products  and  services  we  use. 

Justified  claims  should  be  fairly  compensated.  But  it's 
time  to  look  at  state  laws  that  permit  excessive  and  un- 
warranted awards.  California  has  done  so  with  a  citizens' 
commission  created  to  help  bring  balance  back  to  the  system. 
We  urge  other  states  to  follow. 

Insurers,  lawyers,  judges  -—all  of  us  share  some  blame  for 
this  mess.  But  it  is  you,  the  public,  who  can  best  begin  to 
clean  it  up— by  making  your  views  known  to  your  elected 
representatives.  Don't  underestimate  your  own  influence.  Use 
it,  as  we  are  trying  to  use  ours. 

Jitna 

wants  insurance  to  be  affordable, 


•Jury  Verdict  Research  Inc. 
of  Cleveland,  Ohio,  keeps  records 
of  million-dollar-plus  awards. 
These,  however,  are  only  the  tip 
of  the  iceberg.  Extravagant  jury- 
awarded  damages  set  a  standard 
for  out-of-court  settlements  — the 
real  problem,  since  most  liability 
cases  are  settled  out  of  court. 

2  A  "tort','  strictly  speaking,  is 
a  wrongful  act  (other  than  breach 
of  contract)  for  which  damages 
may  be  recovered  in  court. 


3In  this  case,  a  23-year-old 
woman  was  arrested,  tried,  and 
found  innocent  of  shoplifting.  In 
turn,  she  sued  the  store  and  its 
special  policeman. To  compensate 
her  for  "depression,  anxiety,  ner- 
vousness, phobia,  fears,  and 
nightmares,"  the  jury  awarded 
her  $1,100,000  in  damages.  In 
the  past,  awards  for  such  intan- 
gible damages  were  reasonably 
related  to  actual  medical  expenses 
and  economic  losses. Today,  these 


vague  terms  are  often  the  basis 
for  huge  demands.  We  have 
recently  seen  the  filing  of  a  SSI- 
million  malpractice  suit  on  the 
grounds  of  "mental  distress." 

4  Most  awards  are  paid  by 
insurance  and  any  continuing 
increase  in  the  size  or  number  of 
awards  must  be  reflected  in 
insurance  costs.  For  example, 
product  liability  insurance  for 
manufacturers,  and  malpractice 
insurance  for  physicians,  more 


than  doubled  in  one  recent  12- 
month  period.  While  these  were 
averages  country-wide,  for  many 
the  increases  were  even  more 
severe.  In  California  recom- 
mended increases  for  product 
liability  protection  for  clothing 
manufacturers  jumped  400%  in 
1976,  while  malpractice  insur- 
ance for  some  physicians 
increased  347%. 


tna  Life  &  Casualty, 
51  Farmington  Avenue, 
artford,  CT  06156 


LIFE  &  CASUALTY 


College  credit 
for  work 
experience 

Bachelor,  Master's,  Doctoral  Programs 

The  University  of  Beverly  Hills  is  now  offering 
work-related  degree  programs  at  the  Bachelor, 
Master's  and  Doctorate  levels,  for  college 
credit  toward  a  degree. 

No  classroom  attendance  required 
The  University's  off-campus  study  programs 
are  designed  to  operate  within  your  occupa- 
tional framework  No  classroom  or  seminar 
attendance  is  required.  You  work  at  your  own 
pace,  as  fast  as  ability  and  time  allow. 

No-cost  evaluation  study 
To  determine  your  degree  competency  level, 
The  University  provides  a  no-cost  personal 
evaluation  study.  In  the  study,  consideration 
will  be  given  to  your  total  life  experience,  work 
background,  education,  vocational  and  special 
training 

For  Information  Call  (213)  659-7700 

or  send  detailed  resume  and  related  materials 

to: 

3he  University  of  Uetferly  Hill* 

8500  Wilshire  Blvd.,  Eighth  Floor,  Dept.  504 
Beverly  Hills,  California  90211 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Readers  Say 


Beware  Of  Mr.  Shenefield 

SiR:  Re  your  comment  about  the  De- 
partment of  Justice  recruiting  advertise- 
ment (Fact  and  Comment,  Jan.  23).  I  am 
a  member  of  the  Financial  Analysts  Fed- 
eration and  was  invited  down  to  hear 
comments  from  Administration  officials. 
The  most  frightful  member  of  the  Ad- 
ministration was  then  Deputy  John 
Shenefield,  Assistant  Attorney  General, 
of  the  Antitrust  Division.  He  was  so 
arrogant,  and  I  was  so  frightened  of  him 
that  I  wrote  President  Carter,  asking  not 
to  confirm  him  in  that  position. 

— Peyton  D.  McDonald 
Williamsport,  Pa. 

Reader  McDonald's  fears  were  well 
founded  (see  p.  31) — Ed. 

The  Dollar  And  Stocks 

Sir:  Re  your  cover  story  (Feb.  6)  on 
the  dollar.  Don't  take  the  dollar's  decline 
so  lightly.  You  hardly  mentioned  the 
relationship  between  the  dollar  and  our 
stock  market.  There  is  a  direct  link  here. 
Foreign  investors  would  be  foolish  to 
buy  American  equities  no  matter  how 
undervalued  they  are  if  all  their  gains  (?) 
are  lost  in  currency  translation.  A  de- 
pressed stock  market  hurts  investors 
confidence,  prohibits  many  companies 
from  raising  equity  capital,  which  hurts 
capital  spending,  job  formation,  etc. 

— Walter  Crtittenden  III 
Newport  Beach,  Calif. 

In  Other  Category,  Too 

SiR:  Louisiana- Pacific  Corporation, 
properly  featured  with  G-P,  Weyco, 
BCC,  Willamette,  CI  and  others  in  the 
"Forest  Products  And  Packaging"  cate- 
gory (Jen.  9,  p.  81),  is  excluded  from  the 
same  group  performance  measurement 
(p.  88)  in  the  "Construction — Building 
Materials"  lumber  category.  Louisiana- 
Pacific  is  the  second  largest  lumber  pro- 
ducer in  the  world.  When  included  in 
this  comparison,  L-P  is  first  in  return  on 
equity,  fourth  in  return  on  total  capital, 
first  in  sales  growth  and  first  in  earnings- 
per-share  growth. 

— Gerard  R.  Griffin 
Director,  Corporate  Communications, 
Louisiana-Pacific  Corp . 

Portland,  Ore. 

Of  course,  pace-setting  L-P  should 
Inn  <■  been  in  that  other  category — Ed. 

Not  A  Flop 

SiR:  Your  article  "Cloud  Over  The 
Superdome"  (Dec.  1)  makes  the  fallacy 
of  assessing  a  public  building  solely  on  its 
own  ledgers.  The  Louisiana  Superdome 


produces  direct  tax  revenues  of  $2  mil- 
lion per  year,  has  triggered  a  billion- 
dollar  building  boom  in  the  area,  has 
attracted  conventions  and  trade  shows 
lucrative  to  the  state's  economy,  and  has 
accelerated  revitalization  of  a  vibrant 
downtown.  It  is  the  opinion  of  Forbes 
that  the  "Superdome  is  a  flop."  Thank- 
fully the  citizens  of  the  State  of  Louisiana 
are  not  of  the  same  opinion. 

— -James  E.  Fitzmorris  Jr. 
Lieutenant  Governor, 
State  of  Louisiana 
Baton  Rouge,  La. 

Highway  Lobby  Has  Friends 

Sir:  Forbes  may  be  premature  in 
burying  the  Federal  Highway  Trust 
Fund  ("R.I.P.:  Highway  Trust  Fund," 
Jan.  23).  The  idea  of  a  pay-as-you-go  tax 
system  for  road  improvement  still  has  a 
lot  of  believers,  especially  in  Congress. 
They  know  that  highway  use  is  going  up, 
not  down;  that  some  10%  of  the  Inter- 
state Highway  System  is  yet  to  be  built 
and  that  thousands  of  aging,  unsafe 
bridges  must  be  replaced.  Chances  are 
that  the  Highway  Trust  Fund  will  be 
continued  through  the  1980  s  simply  be- 
cause earmarked  funds  for  highway  im- 
provements are  needed  now  more  than 
ever  before. 

— Jack  C.  Martin 
Highway  Users  Federation 
Washington,  D.C. 

Kennecott  And  Its  Wad 

SiR:  I  was  so  happy  to  read  your  edito- 
rial "The  Unbelievable  Blowing  Of  Ken- 
necott's  Wad"  (Jan.  23,  p.  23)  by  M.S. 
Forbes  Jr.  I  wish  someone  had  spoken 
like  this  earlier  in  the  game. 

— Jacques  Coe 
Limited  Partner, 
Cowen  i*  Co. 
New  York,  N.Y. 

Sir:  As  a  full-time  stockbroker  for  29 
years,  I  thank  you  for  having  the  guts  to 
blow  the  whistle  on  Kennecott' s  blowing 
their  wad.  I  will  endeavor  to  heed  the 
last  two  paragraphs  of  your  superb  com- 
mentary [about  the  boss  being  more  im- 
portant than  the  balance  sheet]. 

— Edward  Benson 
Palm  Desert,  Calif. 

SiR:  Investors  and  brokers  and  gov- 
ernment officials  have  been  wondering 
what  has  happened  to  the  stock  mar- 
ket— "Stocks  are  undervalued,"  and  of 
course,  "the  dollar  is  undervalued." 
M.S.  Forbes,  Jr.  told  the  story  of  his 
purchase  of  Kennecott  shares.  They 
seemed  "undervalued,"  too.  But  what 
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In  the  right  place 
at  the  right  time. 


he  Star's  revenues  have  tripled  in  the  last 
years.  Which  says  something  about  our 
jng  on  the  right  track.  And  points  to  a 
jcessful  future. 

sment:  will  demand 
tstrip  capacity? 

As  the  Western  Hemisphere's  leadmgport- 
d  cement  producer,  we've  seen  demand 
wing  steadily. . .  by  1980  it  could  exceed 
oply  in  many  places.  Some  local  short- 


ENT:  ESTIMATED  CAPACITY  VS.  PRODUCTION 
nsof  Tons— Portland  Cement  Clinker 
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ages  have  already  developed.  One  reason  is 
the  long  lead  times  and  high  capital  re- 
quirements of  new  cement  plant  design  and 
construction. 


Another  factor:  cement- historically  out- 
runs steel  and  wood  in  rate  of  growth  as  a 
construction  material,  and  construction  is 
on  the  move  again.  That,  to  us,  means 
business. 

Building:  it's  getting 
to  be  everybody's  business. 

Housing  starts  are  back  on  the  rise.  And  so 
is  home  remodeling.  We  supply  materials  for 
both.  We're  a  leading  distributor  of  lumber 
and  building  materials  to  contractors  and 

In  the  right  place  at  the  right  time. 


also  to  do-it-yourself  homeowners.  Our  facili- 
ties —  some  200  of  them  —  include  retail 
stores,  supply  yards,  and  other  distribution 
centers.  We've  tripled  our  sales  in  this  area 
in  just  5  years.  And  the  future  can  only  build 
business  for  Lone  Star. 


If  you'd  like  to  know  more  about  us,  write 
to  One  Greenwich  Plaza,  Greenwich,  Con- 
necticut 06830,  for  a  copy  of  our  Annual 
Report. 

STAR  M 
INDUSTRIES 


MALCOLM  KENNETH 

(One  of  the  great  After  Six  Brands.) 

Malcolm  Kenneth  outerwear  is  made  today  as  it  has 
always  been  made  —to  the  most  exacting  standards 
of  quality  tailoring.  In  keeping  with  its  insistence  on 
the  best  of  everything,  Malcolm  Kenneth  is 
introducing  an  extraordinary  new  fabric  called 
"Belleseime"  (pronounced  bell-same)  that  emulates 
the  most  supple,  softest  doe  skin.  Unlike  other 
pseudosuedes,  it  drapes  beautifully,  handles 
without  crinkling  and  takes  color  with  the  same 
richness  as  skins  take  tanning.  Malcolm  Kenneth 
tailors  it  into  a  double-breasted  trenchcoat,  in 
antelope,  tobacco  and  ensign  blue. 

MALCOLM  KENNETH/A  DIVISION  OF  AFTER  SIX.  INC 


See  it  at  Wallach's,  New  York;  John  Wanamaker,  Philadelphia;  Frankenberger's,  Charleston; 
Marshall  Field  &  Co.,  Chicago;  Stix,  Baer&  Fuller,  St.  Louis;  Neiman-Marcus,  Dallas;  Roos  Atkins, 
San  Francisco  and  other  fine  stores  everywhere.  For  the  name  of  one  near  you,  write  to 
22nd  &  Market  Streets, Philadelphia,  PA  19103. 


Get  to  know  Conrac... 


before  you  plug  in  your  brain 

Our  computer  terminals  are  used  the  world  over  to  display  the 
output  of  electronic  "brains."  If  you  know  an  EDP  system  manu- 
facturer, ask  him  about  Conrac.  He  knows  us  well...  and  so  should 
you,  if  you're  looking  for  a  company  on  the  move.  For  example, 
sales  of  our  computer  peripherals  and  display  systems  have  a 
5-year  compound  growth  rate  of  21  percent.  At  Conrac,  we  man- 
age for  growth... successfully. 

CONRAC 

Write:  Conrac  Corporation,  Three  Landmark  Square,  Stamford,  CT  06901 


Readers  Say 


was  really  important  was  how  the  com- 
pany was  being  run  by  management. 
What  is  really  important  today  in  the 
U.S.  is  how  the  country  is  being  run  by 
the  Administration  and  the  Congress. 
They,  too,  would  rather  undermine  their 
country's  basic  strength  in  order  to  keep 
their  jobs  and  perks. 

— David  H.  Utley 
Santa  Barbara,  Calif. 

SiR:  Mr.  Milliken  is  a  self-made  CEO 
who  attained  his  currently  high  position 
by  work  and  performance.  He  did  not 
inherit  his  job  or  any  wealth,  as  some  of 
his  critics  have.  So  MSF  Jr.  lost  a  few  of 
his  family's  bucks  speculating  on  Kenne- 
cott  stock — tough! 

—Robert  W.  Shilling 
Salt  Lake  City,  Utah 

Deterring  Frivolous  Suits 

Sir:  You  highlighted  one  of  the  inad- 
equacies of  our  present  judicial  system 
concerning  costs,  frivolous  lawsuits  (Fact 
and  Comment ,] an.  9).  Costs  should  be 
used  as  a  deterrent  to  the  institution  of 
worthless  suits.  The  same  attorneys  that 
cry  so  bitterly  against  punitive  costs  are 
the  ones  who  are  most  aggressive  in 
urging  punitive  damages  in  cases  involv- 
ing liability  in  excess  of  the  policy  limits. 
It  is  high  time  that  our  legal  profession 
adopts  and  enforces  a  code  of  ethics  that 
is  meaningful. 

— P.  Magarick 
Abington,  Pa. 


Where  Are  The  Lines? 

SiR:  Re  your  editorial  criticizing  mili- 
tary pensions  and  the  reactions  in  Read- 
ers Say.  If  retirement,  medical,  commis- 
sary, nontaxable  "advantages,"  etc.  are 
so  great,  where  are  the  lines  at  the  re- 
cruiting office? 

— Nolan  R.  Burke 
Newport  News,  Va. 


How  To  Save  Money 

Sir:  John  Train's  logic  concerning  the 
questionable  need  for  collision  insurance 
by  cautious  drivers  was  irrefutable  (Nov. 
1).  I  unhesitatingly  called  my  insurance 
broker  on  Dec.  7,  1977  and  directed  him 
to  drop  the  collision  coverage  on  my 
wife's  car.  I  received  confirmation  or  this 
sensible  move  on  Friday,  Dec.  9.  On 
Monday,  Dec.  12  the  automobile  was 
involved  in  a  collision.  The  lowest  repair 
estimate  received  to  date  is  $3,808.  The 
value  of  the  automobile  just  prior  to  the 
collision  was  approximately  $5,600.  I  am 
anxiously  awaiting  more  of  your  money- 
saving  tips. 

— D .  Marshall  Nelson 
Newport  Beach,  Calif. 
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he  man  who 
an  say:  'What  If 
nd  set  the 
nswers  ♦  ♦  ♦ 
istantly. 


rrent,  complete  and  concise 
ts  are  what  you  need  to  net  out 
'What  if .  .  .?"  alternatives  and 
chart  the  right  course.  But 
t  takes  time. 

any  more.  EIS  (Executive  I  fi- 
liation Services)  helps  you  cut 
nformation  retrieval  process 
econds.  It  draws  on  the  infor- 
ion  from  your  organization's 
rces  and  presents  you  with 
meaningful  facts.  It  permits 
to  manipulate  what  is  and 
t  has  been  to  get  the  answers 
what  if .  . .?" 

is  a  comprehensive  and  flex- 
planning  tool  for  financial  de- 
on  makers.  It  was  designed  by 
ncial  experts.  It  gives  you  in- 
lation  .  .  .  immediately  .  .  .  that 
could  get  from  other  sources  . 
tually.  And  that  separates  the 
breed  of  decision  makers 
the  others. 

can  reach  easily  into  every 
of  control  and  planning  to 
pare  performances,  analyze, 
olidate,  make  projections 
assess  alternate  strategies, 
or  your  staff  can  do  modeling 
your  data  bases  and  create 
nformation  you  need  for 
y  business  decisions.  EIS  re- 
ids  to  your  English  language 
mands  .  .  .  and  answers  you 
business-oriented  informa- 
.  .  not  data  processing  jargon. 

conds,  EIS  generates  re- 
s,  pie  charts,  bar  and  line 
hs,  etc.  —  in  the  formats 
)refer. 

one  in  a  series  of  BCS  prod- 
for  financial  decision  making, 
the  new  breed  of  decision 


maker  a  tool  that  is  light  years 
ahead  of  any  other.  Which  ex- 
plains why  in  the  first  six  months 
of  its  introduction  more  than  100 
corporations  and  government 
agencies  decided  they  needed 
EIS.  There  are  more  every  day. 
You  will  see  why  in  our  brochure 
that  explains  some  of  the  things 
you  can  do  with  EIS.  For  your 
copy,  or  a  personal  appointment, 
send  in  the  coupon  today  or 
phone  (201)  540-7700. 


Leading  the  way  for  the  new  breed  of  decision  maker. 


BOEING  COMPUTER  SERVICES  COMP«NY 


A  Division  ol  The  Boeing  Company 

1 77  Madison  Ave. ,  Morristown,  NJ  07960  (201 )  540-7700 
Please  provide  me  with  more  information  on  EIS. 

□  Send  me  your  brochure. 

□  Have  your  representative  call  for  an  appointment. 

Name  

Title   1  Phone  

Organization  

Address   

City/State/Zip   :  


F3! 


DEMAND. 


Why  we've  never  advertised  our  franchises  before. 


In  the  25-year  existence  of  Holiday  Inns,  Inc., 
we've  never  had  a  national  advertising  campaign  to 
solicit  franchisees.  The  reason  is  simple:  Up  to  now, 
expansion  has  been  pretty  much  within  the  System, 
with  fully  68  percent  of  all  new  inns  added  in  the  past 
three  years  being  built  by  present  franchisees,  or  by 
Holiday  Inns,  Inc. 

We  believe  this  history  is  not  the  usual 
circumstance  enjoyed  by  other  hotel  companies.  And 
for  reasons  that  will  become  obvious,  other  hotel 
franchises  simply  don't  offer  the  same  opportunity  as 
does  owning  a  Holiday  Inn®  hotel 

The  number  one 

hotel  franchise  in  the  world. 

The  Holiday  Inn  System  is  by  far  the  strongest 
factor  in  the  hotel  industry.  By  this  overall  combined 
standard  of  performance — rooms,  locations, 
occupancy,  consumer  preference,  revenues — our 
System  is  clearly  the  leader. 

The  Holiday  Inn  System  is  the  largest  on  earth,  with 
over  275,000  rooms  in  over  1700  hotels  in  more  than 
50  countries  around  the  world. 


THE  WORLD'S  LARGEST  LODGING  ESTABLISHMENTS 


Source  Service  Vvbrtd  Internationa),  May,  June,  1977,  and  Best  Western 


In  1976,  the  Holiday  Inn  System  rented  more  rooms 
to  more  people  than  Sheraton,  Ramada  and  Hilton 
combined  Last  year  the  System's  U.S.  sales  totalled 
over  $2.3  billion  or  about  a  million-and-a-half  dollars 
for  an  average  inn 

The  occupancy  rate  of  the  U  S.  Holiday  Inn  System 
was  substantially  better  than  the  performance  of  the 
balance  of  the  total  lodging  industry  in  1976  as 
reported  by  the  American  Hotel  and  Motel 
Association.  Last  year  alone,  on  an  average  night,  the 
System  rented  200,000  rooms  worldwide  and 
generated  a  rooms-only  revenue  of  almost  $5 
million  daily. 


Which  is  one  reason  why  a  Holiday  Inn  franchise 
has  traditionally  been  one  of  the  easiest  hotel 
franchises  for  the  applicant  to  finance. 

The  number  two 

food  business  in  the  world. 

Only  one  restaurant  chain  in  America  does  more 
business  than  does  the  Holiday  Inn  System — 
McDonald's.  And  no  doubt  you  know  the  value  of  a 
McDonald's  franchise. 

So,  one  of  the  potentially  best  features  of  a  Holiday 
Inn  franchise  is  the  fact  that  you  get  to  operate  a 
Holiday  Inn  restaurant  right  along  with  it. 

The  important  'demand' 
is  consumer  demand. 

Since  the  Holiday  Inn  System  has  the  most  popular 
locations,  and  the  best-known  name  in  the  business, 
it  should  come  as  no  surprise  that  Holiday  Inn  hotels 
are  the  first  choice  of  more  U.S.  travelers. 

In  fact,  nearly  half  of  all  adults  check  "Holiday 
Inn"  hotels  as  their  first  choice  of  a  place  to  check  in. 
This  overwhelming  preference  is  seven  times  that 
marked  for  their  second  choice  and  eleven  times  that 

for  their  third.  

/?■-  ~  

CONSUMER  PREFERENCE  FOR  TOP  5  U.S.  LODGING 


HOLIDAY  INN 


3> 


HOWARD  JOHNSON'S 


BEST  WESTERN 


Source:  H  I  I  Research 

The  bottom  line  is  simple:  there's  a  far  greater 
consumer  demand  for  the  Holiday  Inn  name  and 

services. 

Every  irm  helps  every  other. 

Holiday  Inns,  Inc.  carefully  enforces  one  of  the 
most  demanding  sets  of  quality-control 
standards  in  the  entire  hotel  industry.  Because  a 
good  experience  at  one  Holiday  Inn  hotel 


encourages  a  guest 
to  stop  at  the  next 
Holiday  Inn  hotel. 
That's  why  it's 
no  wonder  that 
seven  times 
more  travelers 
researched  have 
stated  that  the 
Holiday  Inn  system 
of  standards  is  the  W 
best  in  the  industry.  — — 

The  Holiday  Inn  guest  is 
also  encouraged  to  stop  again  by  the  most 
highest-volume  computer  reservation  system! 
by  any  hotel  company — the  Holidex®  Systerrj 

Over  70  percent  of  all  System  bookings  in  1 
were  through  advance  reservations,  with  almc 
of  those  directly  through  the  Holidex  network . 
about  21  million  roomnights,  and  this  number 
increasing  about  ten  percent  annually. 

Currently  Holidex  computers  not  only  link  al 
Holiday  Inn  locations,  but  each  inn  with  mostr 
airlines,  travel  agencies  and  many  huge  corpo 
as  well. 

What  you  get  for  your  franchis 

Obviously,  the  most  important  thing  you  get 
franchise  fee  is  a  better  opportunity  to  attract  k 
But  you  get  a  lot  more  than  just  that.  In  additior 
marketing  and  sales  help  afforded  by  the  Corr 
headquarters  and  40  regional  offices,  you  get 
best  professional  operation  aids  in  the  industry 

.Holiday  Inn  University  is  the  key  to  our  peop 
success — and  no  other  hotel  chain  has  anyth 
it.  The  University  annually  trains  some  4,500  p 
and  is  available  to  aid  in  training  the  staff  of  evi 
Holiday  Inn  hotel. 

In  addition,  Holiday  Inns,  Inc.  provides  persi 
management  assistance  through  a  network  of| 
20  highly  skilled  area  representatives  who  offi 
franchisees  guidance  in  every  area  of  hotel 
management. 

The  clincher. 

If  all  of  these  performance  and  preference 
aren't  enough  to  explain  why  a  Holiday  Inn  fij 
has  always  been  Something  "requested"  rat 
"advertised,"  perhaps  this  last  piece  of  informi 
clear  things  up:  even  with  all  its  obvious  advarj 
a  Holiday  Inn  franchise  costs  less  than  sometj 
major  franchises 


AND  SUPPLY 


And  why  were  advertising  our  franchises  now. 


Having  just  read  the  opposite 
page,  no  doubt  you're  wondering 
why  it  is  we're  running  this  ad  to 
sell  something  that  before  has 
always  sold  itself. 

Is  something  bad 
happening  that  we  now  need 
new  investors  and  new 
franchisees? 
To  the  contrary;  something 
good  is  happening ...  the  impact  of  which 
even  most  investors  don't  yet  fully  realize. 

the  era  of  the  Travel  Boom.' 

though  travel  is  already  the  third  largest 
in  the  entire  country,  experts  project  that  the 
n  travel  will  accelerate  even  more  rapidly  in  the 
iubject  to  the  continued  availability  of  energy. 
If' frankly,  based  on  today's  strong  demand  for 
Inn  rooms  and  services,  there  just  isn't  a 
lough  current  supply.  Just  this  past  year,  we 
rn  down  over  18  million  roomnights — 
i  we  were  full 
)est  forecasts  call  for  adding  up  to  an 
"  al  35,000  rooms  to  the  Holiday  Inn  System  in 
five  years,  representing  an  investment  of 
700  million,  bringing  the  worldwide  total  to 
'10,000  rooms. 

.re  we  forecasting  this  "boom"?  A  variety  of 
hat  are  occurring  simultaneously  for  the  first 
listory — factors  which  should  have  a 
d  and  positive  effect  on  the  hotel  industry  in 
'  and  the  Holiday  Inn  System  in  particular 
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income  over  $20,000  rent  many  times  the  number  of 
roomnights  as  those  with  income  under  $20,000. . . 
and  in  the  near  future,  the  number  of  families  earning 
over  $20,000  is  projected  to  increase  dramatically — 
even  inuninflated  7975  dollars. 

Just  as  income  is  a  factor  in  predicting  future 
lodging  needs,  so  is  age,  with  the  35-to-49  age  group 
being  the  most  important.  And  this  age  category  will 
become  the  largest  between  now  and  1990  as  the 
children  of  the  "Post  War  Baby  Boom"  enter  this 
period  of  life. 

However,  the  real  basis  for  lodging  sales  isn't  pure 
"population"  statistics,  rather  it's  "households,"  a 
statistic  predicted  to  swell  in  the  next  15  years.  This  is 
possible  because  the  "average"  future  household  is 
trending  to  fewer  children  than  today — therefore 
there'll  be  more  time  and  money  available  for  travel. 
At  the  same  time,  changing  values  are  contributing  to 
an  increasing  desire  to  do  so.  There  is  increased 
emphasis  today  on  accumulating  "experiences" 
rather  than  merely  "possessions,"  according  to  The 
Yankelovich  Monitor,  and  travel  is  becoming  a  most 
important  goal  in  people's  planning.  Plus,  more 
women  are  working  and  traveling  than  before,  a  trend 
that  will  continue  to  increase  in  the  future. 

Basically,  then,  what's  expected  in  the  next  5-to-15 
years  is  an  unprecedented  surge  in  the  number  of 
persons  in  the  basic  lodging  and  travel  market.  And 
this  larger  group  of  consumers  will  have  more 
discretionary  time  and  dollars  than  ever  before,  yet 
fewer  children  and  greater  desire  to  travel  than  at  any 
time  in  the  past. 

And  Holiday  Inn  intends  to  be  ready  to  welcome 
them. 


Proportionate 


We're  just  getting  started. 

We're  totally  dedicated  to  building  for  the  future. 
We're  interested  in  converting  qualified  hotels  to 
Holiday  Inn  hotels  worldwide,  as  well  as  building  new 
inns  in  desirable  locations. 

We  intend  to  continue  our  aggressive  posture  as 
the  leading  marketer  in  the  hotel  industry,  with  about 
$100  million  spent  in  1977  alone,  both  by  and  for  our 
1700  inns,  to  promote  food  and  lodging. 

We  are  interested  in  talking  with  highly  qualified 
business  persons  to  pin  us  in  this  major  effort.  People 
who  know  there  is  no  profit  guarantee  of  any  kind,  but 
who  can  assess  risk  and  plan  to  generate  their  own 
opportunities  Past  hotel  operating  experience  is  a 
plus,  but  not  a  must,  since  Holiday  Inns,  Inc.  already 
happens  to  operate  more  hotels  than  any  other  hotel 
management  company  in  the  world,  and  would  be 
happy  to  discuss  managing  your  Holiday  Inn 
property. 

If  you'd  like  more  information  on  this  unique 
opportunity,  we  invite  you  to  send  for  the  Holiday  Inn 
Franchise  Planner.  This  is  a  hardbound,  62-page 
book  of  photography,  detailed  graphs  and  research 
data.  The  Planner  contains  an  in-depth  marketing 
study  of  the  hotel  industry  today  and  projected 
growth  for  the  future;  the  history  of  the  System;  its 
current  situation  in  the  marketplace  and  its  projected 
growth  for  the  future;  plus  concise,  detailed 
information  on  how  to  apply  for  a  Holiday  Inn 
franchise. 

The  Franchise  Planner  is  in  fact  a  comprehensive 
analysis  you  can  present  to  potential  investors,  your 
financial  counsel  and  your  lawyer.  The  charge  is 
$25.00*  per  copy. 


JS  Dept  of  Commerce,  Persona]  Consumption  Expenditures 

ling  the  signposts. 

narket  for  lodging  in  the  U.S.  is  primarily  a 
ji-to-high  income  market.  Persons  with  family 


Holiday  Inn  welcomes  you  to  the  best  hotel  opportunity  in  the  world. 

TO:  Franchise  Planner,  Holiday  Inns,  Inc. 

Mr.  Norman  Blemaster,  Senior  Vice  President 
3796  Lamar  Avenue,  Memphis,  Tenn.  38118 


Please  send  me  my  copy  of  the  comprehensive 
Holiday  Inn  Franchise  Planner. 
Enclosed  please  find  my  check  for  $25.  * 
Also,  please  specify  your  particular  area  of  interest: 
□  Converting  an  existing  property  to  a  Holiday  Inn  hotel 
□  Building  a  new  inn    □  Management  service  by  Holiday  Inns,  Inc 

NAME   

BUSINESS   

ADDRESS   

CITY  


STATE 


ZIP 


Forbes  2-20-78 
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Pursuant  to  state  franchise  investment  laws,  safes  may  not  be  made  unless  a  prospectus  has  been  delivered  one  week  prior  to  entering  into  a 
franchise  agreement  or  paying  consideration  Allow  6  weeks  lor  delivery  'Michigan  residents,  send  coupon  without  payment 


Just  try  matching  Bonneville's 
luxury  for  $5931. 


That's  the  manufacturer's 
suggested  retail  price 
including  dealer  prep.  Taxes, 
title,  license  and  destination 
charges  are  additional. 
Priced  higher  in  California. 

This  1978  Bonneville 
includes  all  these  features  at 
no  extra  charge:  deluxe 


wheel  covers  •  rich  velour 
seats  with  front  fold-down 
center  armrest  •  door  pull- 
straps  •  one-piece  plush 
carpet  •  deluxe  acoustical 
insulation  •  V-8  engine 

•  Radial  Tuned  Suspension 
with  steel-belted  radials 

•  automatic  transmission 


•  power  steering  and  brakes 

•  and  more.  Price  our  Bonne- 
ville. Price  all  our  Pontiacs  at 
your  local  Pontiac  dealer. 

Bonneville  equipped   

with  engines  built  by  om 
various  GM  divisions,  s£. 
See  your  dealer.  L„»,..,.0 
1978  W  Pontiac's  best  year  yet! 


Pontiac  Bonneville 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ONLY  THE  UNBALANCED  WOULD  WANT  THIS  BUDGET  BALANCED 


Occasionally  on  these  pages  I  venture  an  opinion,  and  some 
generate  heated  reader  response.  A  recent  editorial  pointed  out 
that  Carter's  current  tax  cut  and  budget  proposals  blew  any  hope 
(not  that  there  ever  really  was  any)  of  keeping  his  promise  of  a 
balanced  budget  by  the  end  of  his  first  term.  It  concluded  with 
these  words:  "And  I'm  as  sure  that  day  [of  the  balanced  budget] 
will  never  come  as  I'm  unsure  that  it  ever  should." 

Okay,  maybe  the  word  "ever"  shouldn't  have  been  used,  but 


until  it  happens — well,  we  should  live  so  long. 

Between  the  $multibillion  hike  in  Social  Security  taxes  and  the 
coining  hikes  in  energy  costs,  who  in  their  right — or  most 
righteous — mind  would  want  an  additional  $60  billion  siphoned 
out  of  the  economy  to  "balance"  this  year's  projected  budget? 

Those  responsible  for  such  a  move  would  need  to  spend 
almost  that  much  for  protection  against  the  millions  of  victims 
of  the  ensuing  deflation  depression. 


A  TAX  LOOPHOLE 

is  a  deduction  that  the  other  guy  gets. 


ATTORNEY  GENERAL  BELL 

Recently  in  Washington  for  a  housewarming  at 
Forbes'  new  editorial  offices  for  its  expanded  staff,  I 
heard  Attorney  General  Griffin  Bell,  the  Press  Club 
luncheon  speaker  that  day.  It  was  the  first  time  I'd 
met  and  heard  him  in  person,  and  it  was  a  most 
heartening,  delightful  experience. 

In  his  prepared  remarks  he  put  forward  a  humor- 
ously erudite  resume'  of  the  history  of  the  various 
U.S.  Attorneys  General,  and  the  evolvement  of  that 
office  and  the  Department  of  Justice.  But  it  was  the 
way  he  answered  many  sharp  press  questions — and  the  way  he 
fielded  the  few  he  didn't  want  to  answer — that  impressed  this 
not-easily-impressible  audience. 

To  queries  running  the  gamut  from  Bakke  to  the  search  for  a 


GREAT  CARTER  FIND 

new  FBI  Director,  from  the  IBM  antitrust  case  to  the 
replacement  of  U.S.  Attorneys  by  Deserving  Demo- 
crats (he  made  no  effort  to  cover  up  the  politics 
motivating  the  President's  desire  for  a  Philadelphia 
replacement),  he  replied  with  candor  and  a  combina- 
tion of  wit  and  common  sense  that  we've  heard  little 
of  since  the  days  of  Will  Rogers. 

The  Philadelphia-Marston  brouhaha  was  one  ba- 
lana  peel. 

Bell  s  protege,  antitruster  John  Shenefield,  could 
be  another  if  permitted  to  go  ape  on  the  subject  (see  p.  31). 

But  Mr.  Bell,  despite  the  pitfalls  and  booby  traps  that  are 
part  and  parcel  of  the  Attorney  General's  office,  has  all  the 
makings  for  becoming  a  National  Asset. 


BUSINESS  BIG  WHEELS  SO  OFTEN  FLOP  IN  PUBLIC  LIFE 


because  running  the  public's  business  is  very,  very  different 
from  running  a  corporation. 

A  corporate  chieftain  can  can  the  incompetent  (sometimes  a 
euphemism  for  a  rival);  he  can,  overnight,  discontinue  unprof- 
itable operations;  he  can  make  reasonably  instant  decisions  to 
make  new  things,  to  expand,  to  acquire. 

A  CEO  is  judged  by  a  relatively  elementary  Bottom  Line: 
finite,  measurable  monetary  profits. 
FORBES,  FEBRUARY  20,  1978 


It  might  seem  simplistic  to  point  out  that  not  one  of  these 
things  applies  to  public  life,  whether  you  re  a  president, 
governor,  congressman,  mayor  or  any  other  public  wheel. 

Which  is  why  so  many  Mighty  Moguls  lay  eggs  in  Cabinets 
and  on  the  hustings. 

They — we — are  alg  far  more  effective  telling  those  so-and- 
so's  in  government  what  to  do  than  we've  ever  been  trying  to 
do  it  ourselves. 
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FREEDOM  &  PROFIT— NEITHER  WITHOUT  THE  OTHER 


What  follows  are  excerpts  from  the  Winter  Commence- 
ment address  delivered  by  MSF  at  the  American  Graduate 
School  of  International  Management  in  Arizona,  which 
awarded  him  the  honorary  degree  of  Doctor  of  Imw. 

Probably  the  biggest  problem  that  most  American  business- 
es and  businessmen  have  is  themselves,  their  attitude.  Many 
have  become  accumulators  of  money.  Today,  many  major  and 
not  so  major  private  corporations  have  more  money  than  most 
banks  can  put  their  hands  on.  Banks  put  money  to  work  and 
that's  what  businesses  are  supposed  to  do.  Today,  too  many 
companies  are  waiting  for  a  collection  of  certainties  that  they 
never  had  when  they  were  scratching  to  get  where  they  are, 
and  that  they  never  will  have.  If  they  keep  waiting  they'll  be 
gobbled  up,  their  takeover  financed  largely  by  their  own 
accumulated  "security  blanket"  of  unused  cash. 

As  for  Mr.  Carter,  he  has  shown  an  awareness  of  the  vital 
sinews  that  successful  businesses  provide.  Some  businessmen 
complain  the  President  has  too  many  programs,  others  that  he 
has  none;  others  want  him  to  make  speeches  "that  will  restore 
confidence";  still  others  complain  that  he  can't  enact  any  of  his 
programs.  Well,  he's  made  a  lot  of  speeches  and  they  don't 
restore  anything  because  he  can't  get  too  much  from  Congress. 
That  should  probably  provide  business  with  the  greatest  com- 
fort—imagine if  he'd  been  able  to  pass  some  of  the  things  he 
first  talked  about  or  proposed. 

As  for  the  stock  market,  any  fool  knows  that  stocks  are 
underpriced — except  the  people  who  keep  selling  them. 

At  commencements,  the  speaker's  supposed  to  give  advice 
and  the  first  thing  I'd  suggest  is  that  you  learn  to  overcome 
whatever  you  may  have  learned  about  theories  of  management. 
Once  you've  mastered  a  theory,  its  real  value  is  to  know  how  to 
apply  the  exceptions  because  that's  all  you're  going  to  run  into.  I 
recently  served  with  a  distinguished  group  asked  to  name  for 
fame  a  half  dozen  outstanding  entrepreneurs.  The  academicians 
present  had  us  endlessly  discussing  what  an  entrepreneur  is — I 
always  thought  I  knew  until  this  discussion  got  under  way.  As 


host,  I  finally  ended  it  by  suggesting  we  go  around  the  group  and 
each  name  a  person  he  thought  belonged.  In  a  relatively  few 
minutes  we  were  virtually  unanimous  about  half  a  dozen  notable 
entrepreneurs.  The  professors  could  work  backwards  and 
evolve  all  the  theories  they  wanted  from  the  specific  selections. 
I  guess  you'd  call  it  a  case  history  in  reverse. 

The  second  piece  of  advice:  Tackle  whatever  you  are  going  to 
do  with  gusto  and  a  sense  of  the  ridiculous.  If  you  cannot 
sometimes  laugh  about  what  you  are  doing  or  failing  to  do,  you 
are  going  to  be  a  hopeless  case,  either  at  work  or  to  work  for. 
Be  a  bit  skeptical  about  the  idealism  you  bring  to  business.  Just 
have  a  sense  of  fairness.  Bemember,  the  only  thing  all  the  great 
religions  have  in  common  is  the  Golden  Bule. 

Rewards  Get  Results 

Bemember,  too,  it's  cheaper  to  hire  brains — and  much  less 
difficult — than  to  try  to  make  something  out  of  your  own. 
Never  be  afraid  to  overpay.  Then  you  will  motivate  the  people 
you  want,  and  you  can  afford  to  fire  the  dummies,  hire 
smarties.  The  simple  essence  of  good  management  is  paying 
more  than  is  necessary  to  get  the  people  you  want  or  to  keep 
the  ones  worth  keeping. 

As  future  business  executives,  never  forget  that  motivation 
comes  from  being  able  to  keep  something  of  what  you  earn.  It 
isn't  the  money — money's  only  paper.  But  money  is  a  means  of 
achieving  a  form  of  fulfillment,  of  doing,  of  creating.  Don't 
deplore  profits.  Defend  the  only  system  in  the  world  under 
which  anybody  can  earn  some  cash  and  get  to  keep  some  of  it. 
Protect  this  system  we  have  now  until  somebody  develops  a 
better  one. 

Instead  of  spending  much  of  your  life  deploring  the  short- 
comings of  free  enterprise,  shore  up  the  system.  Help  make  it 
more  profitable.  Out  of  profitability  comes  the  ability  to  soothe 
the  social  conscience  you  may  have  about  the  inequities  of  this 
world.  Never  forget  that  the  greatest  inequity  of  all  is  a  lack  of 
individual  freedom,  and  you  lose  freedom  when  you  don't  have 
a  viable,  profitable  free  enterprise  system. 


TOO  BAD  CBS'  SUPER  BOWL 

Eighty-six  million  of  us  watched  the  Super  Bowl  and  only  10 
million  watched  the  first  "Kissinger:  On  The  Becord"  hour- 
and-a-half  NBC  News  special.  Henry's  dazzling  quarterback- 
ihg — his  running,  passing,  blocking,  field  goals,  receiving  and 
Calls — was  even,  thing  that  Dallas  and  Denver  champions  were 


TOPPED  NBC'S  SUPER  BRAIN 

supposed  to  be  and  were  not  (to  put  it  mildly). 

If  you  need  to  have  a  handle  on  what's  going  on  or  just  want 
to  understand  what's  happening,  ask  NBC  for  a  copy  of  what  K 
had  to  say  on  Communism;  CIA,  Mideast,  peace,  terrorism 
and  Africa.  He's  the  sawiest  gun  in  the  West. 


PERSPECTIVE  ON  THIS  MIRACULOUS  AGE  OF  THE  COMPUTER 


By  any  forecastable  historical  view,  our  Age  will  be  knoWn  as 
the  Age  of  the  Computer,  just  as  clearly  branded  as  the  period 
we  term  the  Industrial  Bevolution.  It  s  probably  important,  or  at 
least  satisfying,  for  laymen  such  as  thee  and  me  to  have  a 
perspective  on  this  Ultimate  Technology'  that  Our  Time  will  be 
known  for,  known  as,  known  by.  This  little  tale  of  the  limits  to 
the  near-limitless  horizons  of  the  computer  serv  es  that  purpose: 

If  you  are  asked  which  watch  you'd  keep — one  that  will  not 


run  or  one  that  loses  seven  seconds  a  day — even  the  most 
mindless  of  us  would  have  a  ready  answer. 

The  computer,  asked  the  same  question,  after  a  whiz  of  a 
whir,  answered:  Keep  the  watch  that  won't  run,  throw  away 
the  seven-second  loser.  Its  calculation  showed  that  the  stopped 
watch  is  right  twice  a  day,  while  the  one  that  loses  seven 
seconds  would  be  right  only  once  ever  2,000  years. 

The  human  brain,  with  all  its  limitations,  ain't  imitable. 
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WHAT'S  WITH  OUR  STATE  DEPARTMENT 
IN  THE  CASE  OF  ALGERIA  VS.  MOROCCO? 


SPAIN 


ATLANTIC  OCEAN 


Can  you  understand  it? 

Morocco  has  always  been  a  very 
reliable  friend  to  the  U.S.  Even  dur- 
ing Arabic-Israeli  confrontations  and 
wars,  the  U.S.  has  been  permitted  to 
maintain  installations  there.  More 
recently,  when  Communist-backed 
forces  invaded  Zaire  from  Angola, 
Washington  wrung  its  hands  in  dis- 
may while  Morocco,  in  response  to 
Zaire's  pleas,  dispatched  a  division 
that  soon  dispatched  the  Reds.  Addi- 
tionally, King  Hassan  has  played  a  big  role  behind  the  scenes 
furthering  the  Sadat-Israeli  peace  offensive,  and  has  aided  in 
persuading  the  Saudis  not  to  knock  Egypt's  peace  bid. 

Now,  Algeria,  hiding  behind  a  mirage  called  the  Polisario 
(nomads  who  roamed  the  former  Spanish  Sahara  before  it  was 
returned  to  Morocco  and  Mauritania  in  1977),  has  been  waging  a 
war  against  Moroccan  Sahara  forces.  France,  despite  its  volumi- 
nous and  profitable  economic  ties  with  Algeria,  has  unhesitat- 

ANYONE  WHO  HAS  TO  KILL  TIME 

is  indeed  bereft. 


ingly  supported  Morocco.  The  Alge- 
rians, closely  allied  with  and  arms- 
supplied  by  Russia,  seek  an  Atlantic 
Ocean  outlet  in  that  same  Sahara, 
either  by  annexation  or  through  the 
imposition  ofa  puppet  Polisario  state. 

Despite  this  blatant  threat  to  our 
own  strategic  Atlantic  concerns,  our 
State  Department  has  been  tongue- 
tied,  giving  thi'  impression  it  is  afraid 
of  offending  leftist  Algeria.  (It's  heart- 
ening to  hear  reports  that  the  Admin- 
istration may  allow  Morocco  to  buy  U.S.  aircraft,  which  would  be 
a  step  in  the  right  direction.) 

Sure,  U.S.  corporations  are  investing — as  a  result  of  our  stupid 
energy  posture — some  $4  billion  in  oil,  the  conversion  of  natural 
gas  to  liquid  and  other  businesses  in  Algeria.  But  that's  as  much  in 
their  interest  as  ours.  Far  stronger  economic  relations  with 
France  haven't  hobbled  French  support  for  Morocco. 
What's  with  the  U.S.  State  Department? 

THOSE  WHO  SPEAK  OF  KILLING  TIME 

are  deadlv. 


A  BAD  IDEA  WHOSE  TIME  SHOULDN'T  COME 

By  M.S.  FORBES  Jr. 


Economist  Arthur  Okun  has  a  plan 
for  rewarding  companies  and  their 
employees  with  tax  breaks  if  they 
hold  down  price  and  wage  increases, 
and  the  Administration  is  giving  the 
idea  a  serious  look.  It  shouldn't. 

Rising  wages  and  prices  today  are 
more  a  symptom  of  inflation  than  a 
cause.  Attacking  them  by  either  stick 
or  carrot  will  be  ultimately  futile — 
inflation  will  still  be  with  us. 

Greedy  corporations  and  labor  un- 
ions are  really  not  the  inflationary 
villains  most  of  us  think  they  are.  In 
the  past  five  years,  the  average  work- 
er's pay  has  increased  53%,  the  con- 
sumer price  index  45%.  Throw  in 
higher  taxes  and  the  individual  labor- 
er has  not  had  much  in  the  way  of  real 
gains  in  his  standard  of  living. 

Corporations  and  prices?  The  ulti- 
mate criteria  of  corporate  health — the 
bottom  line,  profitability — shows  that 
if  anything,  prices  have  not  gone  up 
enough.  Business  has  not  been  get- 
ting for  its  goods  and  services  enough 
to  cover  costs  and  to  earn  a  sufficient 
return  on  invested  capital. 

Take  account  of  the  impact  of  infla- 
tion on  depreciation  and  inventories 
and  you  will  find  that  business  profits 
are  no  higher  today  than  they  were  a 
decade  ago.  Profits  as  a  proportion  of 


the  gross  national  product  have  de- 
clined some  35%  over  that  period.  In 
1974-76,  adjusted  for  inflation,  profits 
were  only  3%  of  the  GNP,  the  lowest 
rate  for  any  three-year  period  since 
the  depression  years  of  the  1930s. 

SEC  Chairman  Harold  Williams 
points  out,  "Inflation  and  the  failure 
of  the  tax  system  to  recognize  its  dis- 
tortion of  corporate  profits  have  re- 
sulted, in  effect,  in  a  50%  tax  increase 
over  the  last  decade." 

So  what  is  it  that  makes  inflation  so 
intractable? 

Government  deficits  are  only  part 
of  the  problem.  The  real  fuel  of  infla- 
tion is  social  (see  Forbes,  Nov.  15, 
1976;  Sept.  15,  1977,  p.  166).  We  as  a 
society  have  been  trying  to  do  too 
many  good  things  too  quickly. 

Pollution,  for  example.  It  may  cost 
the  Environmental  Protection  Agen- 
cy only  a  handful  of  dollars  to  decree  a 
new  set  of  regulations,  but  it  may  cost 
industry  billions  to  meet  them.  These 
billions  do  not  show  up  in  the  federal 
budget,  but  they  are  a  cost  of  doing 
business. 

Pollution  spending  does  not  in- 
crease production  nor  does  it  produce 
many  new  jobs.  It  takes  a  capital  out- 
lay of  $50,000  to  create  a  new  job  in 
manufacturing;  in  the  pollution-con- 


trol industry,  $200,000.  If  manage- 
ment must  spend  capital  to  meet  en- 
vironmental rules,  it  will  try  to  pass 
these  costs  on. 

So  society  may  get  less  pollution, 
but  it  pays  for  this  in  higher  prices. 

This  regulatory  phenomenon  can 
be  observed  in  countless  other 
areas— OSHA,  FDA,  FTC,  SEC, 
EEO,  Production  Safety  Commis- 
sion, antitrust.  Such  agencies  spew 
forth  rules  to  accomplish  their  goals, 
but  the  total  cost  of  trying  to  comply 
with  them  is  enormous. 

These  pressures  for  higher  prices 
not  only  emanate  from  the  govern- 
ment. A  jury  awards  $1.5  million  to 
an  inexperienced  skier  who  foolishly 
skied  where  he  was  warned  not  to  and 
suffered  a  severe  accident.  Result:  ski 
insurance  premiums  ski-rocket.  Is  it 
any  wonder  that  the  price  you  pay  to 
use  the  ski  lift  increases?  The  same  is 
true  with  the  plague  of  malpractice  or 
product-liability  awards. 

Trying  to  put  a  lid  on  wages  and 
prices  is  an  awfully  inefficient,  inef- 
fective way  to  cope  with  these  kinds 
of  forces. 

Until  we  become  more  realistic 
about  what  we  can  accomplish  and 
the  time  and  tradeoffs  it  takes  to  do  it, 
inflation  will  remain  with  us. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editors  mind. — MSF 


If  Sadat  Neckefl  Begin  .  .  . 

The  double-speak  out  of  the  State  De- 
partment on  the  matter  of  the  Middle 
East  is  getting  positively  surreal.  If  Sadat 
were  to  strangle  Begin  with  his  bare 
hands  I  imagine  Vanee  would  issue  a 
statement  welcoming  the  "intimate"  ex- 
changes of  the  two  leaders. 

— Alexander  Cockburn,  Village  Voice 

PR  vs.  Advertising 

Many  people  and  firms  who  are  other- 
wise well  attuned  to  the  modern  world 
don't  fully  appreciate  the  difference  be- 
tween PR  and  paid  advertising.  The  dif- 
ference is  best  defined  by  the  story  of  the 
young  man  explaining  it  to  a  young  lady: 

"If  I  tell  you  I'm  sexy,  that's  advertis- 
ing. If  someone  else  tells  you,  that's 
public  relations." 

— Shirley  Barker, 
editor,  South  Pacific  Business  News 

In  Washington, 

Nobody  Knows;  Does 

Anybody  There  Care? 

When  they  were  about  to  announce 
the  appointment  of  Textron  executive  G. 
William  Miller  as  chairman  of  the  Feder- 
al Reserve  Board,  Jimmy  Carter  s  aides 
had  trouble  finding  the  answer  to  a  sim- 
ple question:  What  time  does  the  New 
York  Stock  Exchange  close?  The  White 
House  had  decided  to  hold  the  news 
until  the  Big  Board  closed  that  day,  but 
the  closing  time  has  fluctuated  in  recent 
years  and  no  one  knew  the  current  hour. 
The  aides  asked  Vice  President  Walter 
Mondale,  who  wasn't  sure;  Mondale 
asked  Council  of  Economic  Advisers 
Chairman  Charles  Schultze,  who  said  he 
didn't  know;  Schultze  called  his  office, 
but  no  one  there  knew,  either.  Schultze 
also  tried  Arthur  Bums,  the  outgoing 
Fed  chairman,  who  said:  "It  closes  at 
3:30."  The  right  answer  (finally  obtained 
from  a  Washington  stockbroker):  4  p.m. 

— Newsweek 

When  Will  the  U.S.  Wise  Up? 

While  the  U.S.  debates  whether  natu- 
ral gas  prices  should  be  allowed  to  rise 
toward  those  of  oil,  most  foreign  uas 
producers  are  already  beginning  to  price 
their  fuel  on  parity  with  oil,  or  even 
higher,  using  energy  value  as  a  measure. 

In  the  U.S.,  that's  far  from  the  case. 
Under  federal  controls,  interstate  gas 
can't  sell  for  more  than  $1.47  a  thousand 
cubic  feet. 

The  Mexican  government  oil  agency 


says  that  Mexico  will  be  selling  gas  to  the 
U.S. — eventually  some  2  billion  cubic 
feet  a  day — at  about  $2.60  a  thousand 
cubic  feet. 

Indonesia  is  already  getting  slightly 
more  than  $2  a  thousand  cubic  feet  for 
the  gas  it  sells  to  Japan.  The  United  Arab 
Emirates  also  is  linking  the  energy  val- 


ues of  gas  sold  to  Japan  and  oil.  Algeria  is 
planning  a  similar  tie. 

— Wall  Street  Journal 

Roytd  Spectacle 

A  former  member  of  the  British  opti- 
cal Association,  Mrs.  Gladys  Browne  of 
Cumbria,  is  grieved  by  the  sight  of  the 
Queen  trying  to  adjust  her  spectacles  on 
occasions  such  as  the  State  Opening  of 
Parliament.  Mrs.  B  says  that  although 
Her  Majesty  does  her  best:  "I  feel  quite 
sure  that  there  will  be  many  opticians  in 
the  country  who — like  me — will  wish 
that  someone  would  suggest  that  the 
Queen  would  look  much  more  dignified 
using  a  lorgnette,  which  her  grandmoth- 
er, Queen  Mary,  used." 

Now,  let's  see.  That's  one  hand  to  hold 
the  lorgnette,  one  hand  to  hold  the 


speech,  and  .  .  .  "Ahem.  My  Lords, 
would  someone  please  step  up  and  turn 
the  page?"  Maybe  that's  how  page  boys 
came  about! 

— Michael  Watts, 
London  Sunday  Express 

French-Algerian  Standoff 

Algerian  President  Houari  Boume- 
dienne  last  week  called  a  halt  to  French 
imports  to  protest  France's  intervention 
in  Western  Sahara  and  its  increasingly 


forceful  presence  in  French-speaking  Af- 
rica. Though  Boumedienne  was  careful 
not  to  torpedo  advanced  projects,  his 
action  jeopardizes  some  $2  billion  in 
trade  between  the  two  nations.  One  big 
contract  that  is  now  uncertain  is  the  nat- 
ural-gas liquifaction  plant  to  be  built  at 
Arzew  by  France's  Technip.  Truck  and 


auto  plant  contracts  that  Renault  had 
hoped  to  sew  up  are  now  more  than 
likely  to  go  to  Italy's  Fiat.  And  French 
steel  and  pharmaceutical  companies  face 
cutbacks  in  their  exports  to  Algeria. 

— Business  Week 

Only  One  Cure  for  Hangovers 

Generally  speaking,  sobering  up  is  a 
list  of  things  that  won't  work.  There's  no 
way  to  speed  the  rate  at  which  alcohol  is 
metabolized  or  burned  up  by  your  body. 
Walking  around  the  block  doesn't  help 
because  muscles  can  t  use  alcohol  for 
energy.  Drinking  black  coffee  may  turn  a 
sleepy  drunk  into  a  wide-awake  drunk, 
but  it  won't  sober  him  up.  Nor  will  tak- 
ing a  cold  shower  or  breathing  pure  oxy- 
gen. Only  time  will  do  the  trick — gener- 
ally, it  takes  as  many  hours  to  sober  up  as 
the  number  of  drinks  consumed. 

— Jane  E.  Brody,  New  York  Times 

Unforgivable  Sin 

Despair  is  the  price  one  pays  for  set- 
ting oneself  an  impossible  aim.  It  is,  one 
is  told,  the  unforgivable  sin,  but  it  is  a  sin 
the  corrupt  or  evil  man  never  practices. 
He  always  has  hope.  He  never  reaches 
the  freezing  point  of  knowing  absolute 
failure.  Only  the  man  of  good  will  carries 
always  in  his  heart  this  capacity  for  dam- 
nation. — Graham  Greene, 
The  Heart  of  the  Matter 

III  Bet  You  Thought 

They  Were  an  Oil  Company 

The  following  is  from  an  ARAMCO  kit 
sent  to  U.S.  preparatory  schools: 

What  is  ARAMCO?" 
"The  Arabian  American  Oil  Company 
is  an  organization  that  provides  health, 
education,  and  welfare  services  to  the 
many  U.S.  families  that  are  now  resident 
in  Saudi  Arabia." 


Entertainment  is  to  the  selling  business  the  same  thing  as 
fertilizer  is  to  the  farming  business — it  increases  the  yield. 

— Senator  Russell  Long,  chairman  of  Senate  Finance  Committee 
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No  leading  Menthol  Long  is  lower  in'tar. 


Only9mg.*tar.' 

And  KODL's 
refreshing 

satisfaction, 
too. 


mg.'tar' 


One  cigarette  which  made  up 
less  than  1%  of  Menthol  Longs 
U.S.  sales  is  lower  in  Ian' 


mg.  "tar."  0  .8  mg.  nicotine,  av.  per  cigarette,  by  FTC  method. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


With  more  risks  being  retained  and  funded 
by  companies  themselves,  risk  managers  face 
an  increasingly  complex  array  of  strategic  de- 
cisions in  providing  protection  for  their  firms' 

assets* 

A  brief  review  by  INA  of  an  insurance  topic 
of  interest  to  business  executives* 


Sometime  in  the  past  few 
years,  a  corporate  risk  manager  is 
likely  to  have  undergone  an  un- 
settling experience. 

He  may  have  discovered, 
when  an  insurance  policy  came 
up  tor  renewal,  that  the  cost  of  an 
important  part  of  his  company's 
insurance  coverage  had  climbed 
to  unprecedented  heights— per- 
haps even  doubling  or  tripling. 
Moreover,  some  portions  of  his 
company's  risks  may  have  be 


come  uninsurable  at  any  cost. 
For  the  risk  manager,  such  an 
occasion  may  have  represented  a 
milestone— the  start  of  the  self- 
insurance  era. 

Although  there  has  been 
some  measure  of  relief  from  the 
tight  insurance  markets  of  the 
early  1970s,  primary  insurance 
for  business  is  not  again  likely  to 
be  as  easily  available  and  relatively 
inexpensive  as  it  was  a  decade 
ago.  Inflation,  broader  concepts 


of  corporate  liability  and  high 
jury  awards  have  raised  the  de- 
mand for  insurance  beyond  the 
supply.  To  fully  protect  his  com- 
pany's assets,  the  risk  manager  is 
now  retaining  large  portions  of 
many  risks,  rather  than  transfer- 
ring them  to  commercial  insurers. 

Which  risks?  By  and  large, 
those  exposures  can  be  self- 
insured  which  predictably  result 
in  a  large  volume  of  small  claims 
and  which  are  not  subject  to  cata- 
strophic losses. The  two  principal 
ways  of  retaining  risks  are  by 
means  of  high  deductibles  and  by 
establishing  a  formal  funded  self- 
insurance  program.  For  a  corpo- 
ration with  upwards  of  S250 
million  in  annual  sales,  this  can 
mean  retaining  as  much  as  the 
first  SI  million  or  more  of  aggre- 
gate corporate  risks. 

In  short,  the  risk  manager  is 
tending  more  and  more  to  become 
his  own  primary  underwriter. 


n  Self-Insurance 


Major  considerations 

As  such,  he  must  choose, 
from  among  a  number  of  complex 
alternatives,  a  program  that  as- 
sures his  company  the  fullest 
possible  protection  at  minimum 
risk  and  expense. 

The  financial  capacity  of  the 
company  to  assume  risk  must  be 
determined.  All  feasible  internal 
funding  methods  need  to  be  re- 
viewed, and  appropriate  funds 
must  be  earmarked  as  risk  reten- 
tion reserves  (including  those 
formerly  intended  for  insurance 
premiums).  Tax  consequences 
must  be  evaluated— for  example, 
insurance  premiums  are  fully 
deductible  from  federal  income 
taxes,  while  funds  set  aside  as 
reserves  may  not  be. 

Cut-off  levels  must  be  estab- 
lished beyond  which  the  com- 
pany's exposures  will  be  trans- 
ferred to  commercial  insurers. 
Even  the  formation  of  a  company- 
owned  "captive"  insurance  com- 
pany may  be  indicated. 


And  as  part  of  a  self-insurance 
program,  the  risk  manager  must 
take  over  many  of  the  functions 
of  an  insurance  company.  These 
include  such  responsibilities  as 
loss  control,  claims  adjustment 
and  even  salvage  and  subrogation. 
For  all  of  these,  he  may  elect  to 
use  the  services  of  an  outside 
organization. 

Filling  the  gaps 

A  further  complexity  for  the 
risk  manager  is  that  many  primary 
insurers  are  holding  down  the 
upper  limits  of  their  policies.  In- 
surance above  those  limits  must 
be  placed  with  "excess"  carriers, 
who  may  have  restrictions  of  their 
own. 

For  example,  on  $20  million 
of  coverage  wanted  for  a  given 
risk,  a  primary  carrier  may  not  be 
willing  to  underwrite  more  than 
$2  50,000  to  $  500,000  ( above  the 
deductible).  Yet  the  first  excess 
carrier  may  itself  have  a  minimum 
lowerlimitof  $1  million— thereby 


creating  a  gap  which  can  be  diffi- 
cult to  fill.  Moreover,  to  reach 
the  $20  million  limit,  several 
layers  of  excess  insurance  may  be 
needed,  all  of  which  must  fit 
smoothly  together. 

Arranging  for  such  complex 
insurance  coverages  has  become 
an  important  responsibility  of 
the  risk  manager  and  his  broker. 
In  response  to  this  need,  INA 
has  created  a  special  facility  to 
provide  comprehensive  products 
and  services  covering  all  aspects 
of  insurance  and  risk  manage 
ment. 

•Jt"      •■}(*  "it* 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the  larg- 
est component  of  INA  Corpora- 
tion, whose  vast  resources  are 
primarily  devoted  to  serving  the 
insurance  and  financial  needs  of 
business  worldwide.  Property 
and  casualty  insurance,  life  and 
group  insurance,  risk  manage 
ment  services,  investment  bank- 
ing, and  hospital  and  health  care 
management  are  all  part  of  the 
INA  spectrum. 

INA  insurance  products  and 
services  are  available  through 
selected  independent  agents  and 
brokers.  For  an  informative  book- 
let on  current  trends  in  self-insur- 
ance, write  INA  Corporation, 
1600  Arch  Street.  Philadelphia, 
Pa.  19101. 


INIV 

The  Professionals 


The  last  stand  of  the u first  dollar' 


Insurance  policies  that  provide  busi- 
ness with  "first  dollar"  coverage— protec- 
tion without  deductibles,  right  down  to 
the  smallest  claims  — appear  to  be  going 
the  way  of  the  five-cent  cigar. 


And  in  the  opinion  of  many  insurance 
people,  that's  a  good  thing  for  all 
concerned. 

Large  numbers  of  very  small  claims. 

they  point  out.  are  most 
efficiently  handled  outside 
the  insurance  mechanism. 
Incorporated  in  insurance, 
they  are  unproductive, 
forcing  rates  up. 


These  famous  symbols  all  have  something  in  common. 


McDonald's 


V 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as 
the  49th  largest  U.S.  industrial, 
with  1976  sales  of  over 
$3.7  billion. 

And  diversified. 
Greyhound's  activities  run  from 
transportation  to  food  to 
soap  to  computer  leasing 
to  restaurants  to 
display  contracting  to  jet  fueling 
systems  at  major  airports 
and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's 
the  front-runner  in  most  of  them. 

Greyhound  is  the 
number  one  transportation 
company  on  earth . . . 
or  in  the  sky.  In  1976,  we 
carried  25  million  more  people 
than  America's  number  two 
carrier,  United  Airlines. 

Greyhound's  Armour 
is  America's  leading 


producer  of  bacon  and 
the  second  leading  seller  of 
hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
country's  number  one  soap. 
And,  together  with 
our  Tone  brand, our 
two  soaps  have  a  larger 
dollar  share  of  market  than 
any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Procter  and  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation 
equipment  in  the  U.S. — 
in  fact,  we  own  more  jets 
than  some  airlines.  And  we 
operate  the  premier  group 
of  display  companies 
in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't 
just  "the  bus  company" 
anymore,  it's  "the  omnibus 
company" — a  diversified 
corporation  that's  run  all 
the  way  up  to  Fortune's  top  50. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  ot  their  respective  companies 


Forbes 


Block  That  Press  Conference! 


Carter's  new  antitrust  boss  thinks  that  business 
holds  too  many  press  conferences.  What's  that  got 
to  do  with  antitrust?  Read  on.  And  weep. 


In  this  amazing  interview  John  H. 
Shenefield,  the  Carter  Administration's 
top  antitruster,  suggests,  among  other 
things,  that  it  may  sometimes  be  illegal 
for  businessmen  to  hold  press  confer- 
ences to  announce  price  changes.  The 
assistant  attorney  general  for  antitrust 
seems  to  be  worried  about  press  confer- 
ences because  he  regards  them  as  a  pos- 
sible means  by  which  businesses  in  con- 
centrated industries  "signal  price  policy 
to  one  another.  Is  Shenefield  serious? 
Dead  serious.  Excerpts  from  his  inter- 
view with  Forbes  Staff  Writer  Harold 
Seneker  appear  below: 

What  is  "price -signaling"? 

It's  kinds  of  conduct  that  make  collu- 
sion— at  least  tacit  collusion — very  sim- 
ple in  highly  concentrated  industries, 
what  I  call  "shared  monopolies.  "  It  could 
include  the  standard  press  conference 
back-and-forth  chatter  that  you  re  as  fa- 
miliar with  as  I  am;  publishing  price  lists 
far  enough  ahead  to  suggest  there  are 
reasons  other  than  simply  informing  cus- 
tomers; issuance  of  price  books  that  are 
general  and  comprehensive  beyond  the 
needs  of  customers,  with  pledges  not  to 
cut  the  price,  or  pledges  to  meet  price 
cuts  by  others  Those  would  be  some  of 
the  most  common. 

Those  are  illegitimate? 

Well,  maybe  they're  not.  The  ques- 
tion is,  Why  are  they  being  done?  Why 
publish  price  books  and  send  them  to 
your  competitors?  Why  do  it  unless 
you're  signaling  your  prices  to  them? 
What  is  their  legitimate  interest  in 
knowing,  especially  six  months  in  ad- 
vance? There  may  be  a  perfectly  sensible 
reason  for  it,  and  that  would  lead  us  to 
worry  less  than  otherwise.  If  there  is  no 
other  inference  possible  than  that  the 
need  is  to  inform  competitors  about  a 
proposed  change  in  price,  that  begins  to 
sound  like  price-fixing  to  me. 

What  would  lead  you  to  investigate 
what  you  think  may  he  price-signaling? 

Well,  what  are  the  indicia  of  an  indus- 
try that  is  not  performing  well  competi- 
tively? A  couple  spring  to  mind,  like 
raising  market  prices  in  the  face  of  slack- 


ening demand.  Something  odd  is  going 
on  when  you  see  that.  Or  raising  transac- 
tion prices  in  the  face  of  lowering  costs. 
Raising  prices  while  cutting  production. 
These  indicators  lead  you  to  ask,  What's 
happening  here? 

So  would  standardized  price  descrip- 
tions: identical  price  lists  that  break  at 
the  same  points.  Or  new  products  that 


Trustbuster  Shenefield:  He's  after 
"shared  monopolies,"  competitors  acting 
in  concert  without  apparent  collusion. 


come  on  the  market  and  suddenly  every- 
one describes  them  in  the  same  way  and 
sells  them  in  the  same  manner.  Remem- 
ber, price-signaling  is  not  the  only  kind 
of  case  we're  interested  in. 

What  would  lead  you  to  prosecute  for 
price-signaling? 

"Prosecute"  would  probably  be  the 
wrong  word.  These  would  probably  be 
civil  cases,  not  criminal  cases. 

What  would  lead  you  to  sue  for  price- 
signaling? 

The  sorts  of  anticompetitive  indicia 
I've  just  described,  plus  behavior  that 
results  in  signaling  prices,  plus  unper- 
suasive  reasons  for  it.  That  s  the  first 


step.  The  absence  of  indications  support- 
ing the  conclusion  there's  nothing  there 
would  lead  us  to  believe  something  is. 

The  absence  of  indications? 

If  you  keep  going  along  the  trail  and  all 
you  see  is  people  signaling  prices  back 
and  forth  freely  and  there  are  sugges- 
tions in  their  documents  that  say,  "Well, 
that  news  conference  sure  was  helpful,  I 
see  So-and-so  Company  dropped  their 
prices  back  too,"  that  would  be  the  kind 
of  thing  we'd  look  for. 

What  would  be  the  role  of  profit  mar- 
gins, return  on  equity  and  the  like  in 
your  decision? 

We  re  still  developing  theory  on  that. 

How  can  a  company  in  a  concentrated 
industry  avoid  price -signaling? 

You  say  that  as  though  you  think  it's 
impossible.  I  guess  I  don't  understand 
why  it's  not  the  most  natural  thing  in  the 
world  not  to  hold  press  conferences 
when  you  have  a  price  increase.  All  you 
have  to  do  is  send  a  letter  to  your  cus- 
tomers, or  have  your  sales  managers  call 
them.  Assume  you're  in  a  metals  indus- 
try and  you  think  costs  are  up  enough  to 
require  a  price  increase.  Why  let  the 
whole  world  in  on  the  internal  affairs  of 
your  business  when  you  resist  exactly 
the  same  kinds  of  inquiries  from  the 
Federal  Trade  Commission  or  somebody 
like  that?  It  doesn't  make  sense  to  me. 

The  steel  industry  could  argue  they 
have  a  need  to  put  their  position  on 
prices  before  the  general  public  because 
changes  in  their  prices  are  politicized. 

Do  you  find  that  persuasive?  They  talk 
to  the  Council  on  Wage  &  Price  Stability 
anyway,  to  put  their  views  before  the 
Administration,  or  the  Council  of  Eco- 
nomic Advisers  or  the  Secretary  of  the 
Treasury.  As  to  whether  it's  a  fit  subject 
for  general  public  consideration,  I'm  not 
sure  I'm  confident  of  that. 

A  great  part  of  the  press  thinks  so. 

Perhaps.  I'm  not  sure  there  aren't 
ways  to  get  the  news  without  unseemly 
negotiation  by  press  conference,  which 
is  what  you  see.  Company  A  says,  "Costs 
are  going  up  and  we  have  to  raise  prices 
7%  next  Mar.  I."  Then  Company  B  says, 
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"Costs  are  going  up  and  we're  raising 
prices  7%,  too."  Then  Company  C  says, 
"Costs  are  sure  going  up,  but  we  think 
7%  is  too  high,  what  about  5%%?" 

If  that's  news.  ...  It  looks  very  much 
like  something  else  to  me.  Maybe  it's 
justifiable.  We'll  examine  each  case  in 
each  industry  and  make  that  judgment. 

Price -signaling  and  similar  tactics 
sound  awfully  hard  to  chase  down 
legally. 

Oh,  I  don't  know.  There  was  a  very 
good  result  in  the  GE-Westinghouse  de- 
cree. There  had  been  price-fixing,  as  you 
know,  and  the  government  contended 
there  was  no  more  competitive  pricing 
after  the  decree  than  before  because  of  a 
rather  comprehensive  system  of  price 


notification  and  protection.  Their  sepa- 
rate price  books  used  pricing  formulas 
that  seemed  different  but  gave  identical 
prices  for  the  same  product.  Down  to  the 
cent.  The  companies  agreed  to  a  modifi- 
cation of  the  decree  so  they  would  chan- 
nel information  to  the  appropriate  cus- 
tomers and  not  give  information  to 
customers  who  couldn't  use  it. 

Okay,  lets  talk  again  about  the  steel 
industry's  press  conferences.  .  .  . 

I  don't  want  to  talk  about  specific  in- 
dustries. We're  looking  at  steel,  but  I 
don't  want  to  seem  to  be  threatening  any 
one  industry. 

What  are  some  of  the  other  industries 
you  are  looking  at? 

Aluminum  is  one.  Altogether  about 


ten,  as  of  now,  some  large,  some  not. 
There  will  be  more. 

It's  beginning  to  sound  to  us  as  though 
companies  in  concentrated  industries  are 
going  to  have  to  try  to  keep  price 
changes  secret. 

I  don't  agree  with  that  characteriza- 
tion. We're  not  out  to  gag  anybody  who 
wants  to  conduct  legitimate  business. 
My  experience  as  an  antitrust  defense 
lawyer  tells  me  companies  who  need 
legal  advice  to  obey  the  law  can  obtain  it. 
I'd  suggest  companies  consult  counsel, 
examine  their  pricing  policies  and  their 
price  information  distribution  practices 
and  determine  whether  their  practices 
are  as  narrow  as  they  need  to  be  and  still 
fulfill  legitimate  business  purposes.  ■ 


Japan's  Newest  Export:  Dollars 

Unlike  TV  sets,  cars  and  cameras,  Japan's  growing  export 
of  capital  helps  keep  the  dollar  up  and  the  yen  down. 


By  LAWRENCE  MINARD 

Every  dark  cloud  has  a  silver  lining  and 
Japan's  $10-billion  trade  surplus  is  no 
exception.  Just  ask  cash-needy  govern- 
ments and  official  agencies  from  Den- 
mark and  Brazil  to  Singapore  and  New 
Zealand.  In  the  last  seven  months  alone 
these  borrowers  and  a  dozen  more  have 
raised  over  $1  billion  in  Tokyo's  booming 
yen-denominated  bond  market — at  rates 
only  a  shade  higher  than  in  West  Ger- 
many and  Switzerland,  and  around  30% 
less  than  in  New  York.  According  to 
Shiro  Inoue,  senior  adviser  at  Yamaichi 
Securities,  one  of  Japan  s  four  largest 
securities  houses,  the  yen-bond  market 
could  well  pump  some  $3  billion  out  of 
Japan  during  1978  at  even  lower  rates. 

"Our  government  knows  we  must  re- 
duce our  surpluses,"  says  Inoue,  a  grace- 
ful man  in  his  early  60s,  formerly  execu- 
tive director  of  the  Bank  of  Japan  and 
president  of  the  Asia  Development 
Bank.  On  the  topic  of  the  surplus,  Inoue, 
like  all  Japanese,  pleads  for  time,  but 
talking  about  bonds  he  adds:  "Don't  for- 
get, there  are  few  things  we  can  do 
immediately ."  One  of  the  few  immediate 
things  Japan  can  do  is  export  capital. 

What  s  happening  is  a  combination  of 
Adam  Smith  economics  and  government 
intervention.  Since  the  borrowers  quickly 
convert  the  borrowed  yen  into  foreign 
exchange — chiefly  dollars — this  has  the 
welcome  effect  (for  the  Japanese)  of  reduc- 
ing the  continuing  pressure  against  the 
yen.  And  the  Fukuda  government's  do- 
mestic stimulation  plan  calls  in  part  for 
deep  cuts  in  the  central  bank's  discount 
rates.  Today  that  rate  stands  at  just  4.25%, 
as  against  6.5%  last  year,  9%  in  1974,  and 


the  U.S.'current6.5%  rate.  Naturally  the 
interest  cost  to  foreign  borrowers  has  also 
plummeted:  from  over  9%  in  1975,  when 
foreigners  borrowed  just  20  billion  yen*, 
to  a  recent  6.7%,  when  Denmark  raised  20 
billion  yen  for  12  years.  By  Inoue's  reckon- 
ing, that  loan  would  have  cost  at  least 
8.75%  in  New  York. 

There's  a  drawback,  of  course.  The 
bonds  are  denominated  in  yen,  which 
means  the  borrower  must  pay  interest 
and  principal  in  yen.  A  borrower  getting 
yen  at  the  current  rate  of  240  to  the 
dollar  would  take  quite  a  beating  if  he 
had  to  pay  back  in,  say,  200-to-the-dollar 
yen.  But  on  this  point  Inoue  is  optimis- 
tic. "I  cannot  say  the  yen  is  at  its  precise 
peak,  but  I  doubt  it  will  go  much  high- 
er— not  against  the  dollar  in  any  case. 
Our  economy  is  very,  very  precarious 
right  now.  But  yours  is  fundamentally 
very  healthy."  If  only  foreign  exchange 
speculators  were  that  confident! 

Yen-bond  money  is  currently  moving 
out  at  over  $200  million  per  month.  If 
the  interest  rate  slips  to  6.5%,  as  Inoue 
believes  it  will,  the  volume  will  increase 
even  more.  Why  borrow  dollars  for 
8.75%  in  New  York  when  you  can  get  the 
same  thing  for  2.25%  less  in  Tokyo? 

This  particular  silver  lining  has  been  a 
real  gold  mine  for  Inoue's  Yamaichi  Se- 
curities. With  typical  Japanese  economic 
chauvinism,  the  government  has  re- 
stricted entry  into  the  yen-bond  business 
to  securities  firms  incorporated  in  Japan. 
In  practice  this  meant  that  Yamaichi, 
Nomura,  Nikko  and  Daiwa  got  virtually 
all  the  business  last  year,  a  welcome 
product  indeed  in  a  country  whose  stock 


*$80  million  at  current  240  yen  =  $1 . 


market  has  also  been  sluggish  of  late. 
Yamaichi  was  the  biggest  winner,  with 
over  40%  of  the  underwriting. 

But  Inoue  is  not  satisfied:  "We  cannot 
call  ourselves  a  true  international  capital 
market  until  international  corporations 
also  borrow  here,"  he  says.  "I  personally 
hope  that  high-quality  companies  like 
your  IBM  and  GM  will  begin  taking 
advantage  of  us." 

Unfortunately  this  is  not  likely,  not 
now  at  least.  Why?  Mainly  because  Japa- 
nese law  allows  investors  to  purchase  up 
to  3  million  yen  of  these  bonds  without 
paying  taxes  on  interest  or  capital  gains. 
But  this  tax  break  works  only  for  govern- 
ment or  official  agency  (e.g.,  World 
Bank)  debt;  it  does  not  extend  to  corpo- 
rate borrowers.  As  some  60%  of  the  yen- 
bonds  are  sold  to  Japanese  individuals 
(with  the  rest  split  about  evenly  between 
foreign  and  domestic  institutions),  this 
loophole  limit  sharply  reduces  the  yen- 
bonds'  appeal.  Inoue  believes,  but  can- 
not promise,  that  Japan's  finance  minis- 
try will  soon  extend  the  tax  break  to 
corporate  debt,  too.  Even  so,  foreign 
corporations  would  be  saddled  with  the 
arcane  collateral  requirements  tradition- 
ally demanded  of  Japanese  debtors. 

Forbes  asked  Inoue  if  New  York  City 
could  take  advantage  of  the  yen-bond 
rates.  Inoue,  fearful  that  he  might  offend 
his  interviewer,  smiled,  looked  out  the 
window  and  finally  replied:  "We  can  only 
allow  credit-worthy  borrowers  here.  Not 
Laos.  Not  Cambodia.  Now  maybe  if  New 
York  had  the  full  backing  of  your  federal 
government  it  could  come  here.  But  do 
you  expect  that  to  happen?" 

New  York  another  Cambodia?  Now 
there's  a  sobering  thought.  ■ 
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The  Sphinx  Speaks 


Teledyne's  lofty  Henry  Singleton  is  not  given  to  justifying  his 
actions.  But  here,  with  unusual  frankness,  he  explains  why 
he  is  buying  the  stocks  of  other  conglomerates — and  tells 
how  he  and  George  Roberts  run  their  remarkable  creation. 


By  ROBERT  J.  FLAHERTY 

What's  Henry  Singleton  up  to? 
Charles  B.  (Tex)  Thornton  of  Litton  In- 
dustries would  like  to  know.  So  would  T. 
Roland  Berner  of  Curtiss- Wright  and 
Henry  Reiehhold  of  Reichhold  Chemi- 
cals. So  would  a  large  segment  of  Wall 
Street.  Through  insurance  company  sub- 
sidiaries, Singleton's  Teledyne  has  accu- 
mulated large  blocks  of  cheap  stock  in 
conglomerates  and  nonblue  chip  indus- 
trials. Is  he  aiming  for  some  mammoth 
acquisitions?  Will  he  try  to  take  these 
over  as  a  fast  way  to  build  Teledyne, 
already  a  $2.2-billion  company,  into  a  far 
bigger  one? 

Fortune  magazine  recently  speculated 
that  Singleton  would — and  so  did  the 
Wall  Street  Journal.  But  in  an  interview 
with  Forbes  late  last  month,  Chairman 
Singleton  vowed  that  takeovers  were 
very  far  from  his  mind.  In  a  long,  far- 
ranging  talk  he  articulated  his  highly  in- 
dividualistic management  philosophy 
and  explained  why  his  insurance  compa- 
nies had  been  buying  so  much  conglom- 
erate stock.  Said  he: 

"There  are  tremendous  values  in  the 
stock  market,  but  in  buying  stocks,  not 
entire  companies.  Buying  companies 
tends  to  raise  the  purchase  price  too 
high.  Don't  be  misled  by  the  few  shares 
trading  at  a  low  multiple  of  6  or  7.  If  you 
try  to  acquire  those  companies  the  multi- 
ple is  more  like  12  or  14.  And  manage- 
ment will  say:  If  you  don't  pay  it,  some- 
one else  will.'  And  they  are  right. 
Someone  else  does.  So,  it's  no  acquisi- 
tions for  us  while  they  re  overpriced.  I 
won't  pay  15  times  earnings.  That  would 
mean  I'd  only  be  making  a  return  of  6% 
or  7%.  I  can  do  that  in  T-bills. 

"As  for  the  stocks  we  picked  to  invest 
in,  the  purpose  is  to  make  as  good  a 
return  as  we  can.  We  don't  have  any 
other  intentions.  We  do  not  view  them 
as  future  acquisitions.  Those  who  don't 
believe  me  are  free  not  to  do  so,  but  they 
will  be  as  wrong  in  the  future  as  they 
have  been  about  other  things  concerning 
Teledyne  in  the  past." 

That's  Henry  Singleton  for  you.  Ac- 
quiring companies  like  crazy  early  in  the 


game.  When  others  are  eagerly  looking 
for  acquisitions,  he  abstains.  Now  when 
nobody  wants  to  buy  stocks  as  such,  he 
jumps  in.  Where  other  insurance  compa- 
nies buy  blue  chips  almost  exclusively, 
Singleton  buys  value  wherever  he  per- 
ceives it.  Henry  Singleton  has  a  tenden- 
cy to  watch  the  thundering  herd,  then 
trot  off  in  his  own  direction.  Funny 
thing:  More  often  than  not,  Singleton  is 
correct.  He  is  a  rugged  individualist,  late 
20th-century  style. 

Singleton,  who  grew  up  on  a  Texas 
ranch,  recalls  his  childhood  dream  of 
building  a  great  corporation — and  be- 
coming a  great  businessman.  Doing  the 
hard  work  needed  to  make  dream  reali- 
ty, he  learned  science  and  discipline  at 
the  U.S.  Naval  Academy,  earned  three 
degrees  at  the  Massachusetts  Institute  of 
Technology',  learned  about  research 
working  in  General  Electric  laboratories, 
and  management,  first  at  Hughes  Air- 
craft, later  at  Litton  Industries. 

For  some  men,  a  great  dream  is  mere- 
ly a  stimulus  to  action;  once  having 
achieved  real  success  they  drop  the 
dream  and  enjoy  what  they  have.  Not 
Henry  Singleton.  For  him  the  dream 
was  the  thing.  When  Forres  first  inter- 
viewed him  in  1966,  Teledyne  was  al- 
ready a  modest  success:  Although  the 
company  was  only  five  years  old,  sales 
were  $86  million,  profits  $3.4  million. 
But  this  was  just  prelude.  Last  year  Tele- 
dyne's  net  income  was  $194  million  and 
its  return  on  equity  37% — a  rare  showing 
for  a  giant  company. 

Then,  as  now,  Teledyne  was  a  close- 
knit  company.  President  George  Roberts 
was  Singleton's  Naval  Academy  room- 
mate. Board  members  are  close  friends 
and  associates:  George  Kozmetsky,  a  Te- 
ledyne cofounder  and  now  dean  of  the 
University  of  Texas  business  school; 
Claude  Shannon,  an  MIT  classmate  of 
Singleton's  and  now  a  professor  at  MIT; 
venture  capitalist  Arthur  Rock,  an  early 
backer;  Robert  Jackson,  formerly  chair- 
man of  Ryan  Aeronautical,  now  part  of 
Teledyne. 

Robert  Hanisee  of  Los  Angeles-based 
Crowell  ,.  Weedon  &  Co.  is  one  of  the  few 
investment  analysts  who  follow  Teledyne 


closely.  Says  Hanisee:  "Most  analysts  are 
missing  one  of  the  great  investment  sto- 
ries of  our  generation  because  they  con- 
centrate on  Teledyne's  minor  aberra- 
tions, such  as  not  paying  a  cash  dividend 
or  having  conglomerates  in  its  insurance 
portfolio,  and  overlook  completely  its  as- 
set-management capabilities." 

What  does  the  analyst  mean — asset- 
management  capabilities?  Just  this:  Sin- 
gleton stopped  making  acquisitions  in 
1969,  thus  avoiding  the  big  bloodbath 
that  brought  a  number  of  conglomerators 
down  in  the  Seventies.  Anticipating  the 
liquidity  squeeze  that  afflicted  U.S.  busi- 
ness in  1971,  he  husbanded  cash  and 
used  it  to  reduce  debt  and  buy  in  68%  of 
his  own  stock  at  a  huge  discount  from 
underlying  values.  The  market  kept  tell- 
ing Singleton  that  he  was  wrong,  be- 
cause Teledyne  stock  kept  dropping,  but 
he  didn't  stop  until  he  had  reduced  the 
company's  common  capitalization  from 
38  million  shares  to  11.8  million. 

In  1976  the  market  finally  awakened  to 
what  was  happening;  Teledyne  shares 
jumped  from  20  to  almost  80  in  the  space 
of  a  few  months.  The  reason  soon  be- 
came apparent:  Teledyne  earned  $10.36 
a  share  that  year,  nearly  a  100%  gain 
over  the  year  before,  and  last  year  did 
$15.86,  fully  diluted.  This  is  for  a  com- 
pany which  only  earned  $1.58  in  1969. 
All  this  would  have  been  impossible 
without  good  underlying  business,  but 
asset  management  played  a  major  role, 
too.  Had  Singleton  used  his  cash  only  to 
reduce  debt  instead  of  to  reduce  the 
common  capitalization,  earnings  per 
share  would  probably  have  been  only  a 
third  of  what  they  actually  were  in  1977. 
If  earnings  tripled  from  operations,  they 
rose  another  sevenfold  from  asset 
management. 

This  year  Singleton  wants  to  use  bis 
cash  to  call  his  convertible  preferred.  By 
year-end,  Teledyne  should  be  a  rare 
bird:  a  conglomerate  whose  earnings 
have  absolutely  zero  dilution. 

Here's  what  trendwatcher  Singleton 
sees  ahead:  "I  don't  see  anything  that  is 
very  disturbing,  which  is  why  I  am  very 
optimistic  about  the  economy  for  at  least 
the  next  few  years.  I  can't  see  that  the 
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inevitable  decline  of  Western  Democra- 
cy is  about  to  happen.  There  are  power- 
ful trends  which  suggest  that  the  inevita- 
ble can  be  postponed  for  a  long  while — 
at  least  further  than  one  man  can  see. 
Things  are  so  good  here  in  America  that  I 
concentrate  our  Teledyne  investments 
and  capital  spending  here  and  look  to 
serve  foreign  markets  by  export. 

For  those  who  think  American  indus- 
try "can  no  longer  compete"  and  who 
shun  investment  here,  there  is  food  for 
thought  in  what  Singleton  says.  Single- 
ton clearly  believes  there  isn't  much 
wrong  with  American  business  that  an 
infusion  of  better  management  might  not 
alleviate.  For  example,  Teledyne  divides 
its  business  into  130  profit  centers;  only 
one  of  the  130 — a  smallish  semiconduc- 
tor business — lost  money  last  year.  Says 


Singleton,  "Teledyne  is  like  a  living 
plant,  with  our  companies  the  different 
branches  and  each  putting  out  new 
branches  and  growing  so  no  one  business 
is  too  significant.  " 

For  those  who  think  of  Teledyne  as  an 
acquisitive  conglomerate,  here  is  some 
further  food  for  thought:  Without  a  sin- 
gle acquisition  since  1969,  Teledyne  s 
sales  have  soared  from  $1.3  billion  to 
$2.2  billion — that  s  internal  growth  at  an 
annual  rate  of  7%. 

Big  as  Teledyne  has  become,  Single- 
ton and  George  Roberts  have  so  struc- 
tured the  company  that  they  keep  re- 
markably close  tabs  on  its  far-flung 
operations.  Every  one  of  the  130  units 
reports  either  to  Roberts  or  to  a  group 
executive  who  reports  to  Roberts;  no 
excessive  layering  here. 

As  far  as  its  internal  systems  are  con- 
cerned, Teledyne  is  not  remarkably  dif- 
ferent from  other  conglomerates.  "It's 
like  playing  golf,"  Singleton  comments, 
somewhat  immodestly.  "Anyone  can 
swing  a  club,  but  some  of  us  do  swing  it 
better  than  others." 

Whatever  the  explanation,  Teledyne 
has  produced  internal  growth  that  few 
other  conglomerates  can  match.  Tele- 
dyne broke  its  habitual  secrecy  to  show 
Forbes  some  examples.  TDY's  offshore 
drilling  unit  was  $10  million  in  sales 
when  it  was  acquired  in  1966,  and  it  has 
grown  to  over  $80  million.  TDY  Water 
Pik  was  only  $8  million  in  sales  on 
acquisition  in  1966,  and  hit  $130  million 
last  year. 

Monarch  Rubber's  growth  illustrates 
how  a  company  can  sometimes  have 
much  better  growth  because  it  is  part  of 
a  bigger  corporation.  A  father  and  son 
had  been  very  innovative  selling  to  the 


automotive  industry  products  which  re- 
quired a  combination  of  steel  and  rubber 
such  as  engine  mountings.  But  the  man- 
agement suffered  from  being  a  privately 
held  seat-of-the-pants,  capital-short  op- 
eration in  an  old  plant  with  old  equip- 
ment. Teledyne  poured  in  capital  to 
modernize  and  expand,  and  the  son  went 
on  to  do  the  rest.  Sales  soared  from  $30 
million  in  1969  to  over  $80  million  last 
year.  Tiny-sized  Merla  Manufacturing, 
acquired  for  only  $80,000  with  sales  of 
only  $30,000  monthly,  did  $7  million  last 
year  and  should  do  $15  million  this  year. 

Teledyne  is  a  large  producer  of  some 
specialty  metals,  with  sales  of  $508  mil- 
lion. One  of  those  Teledyne  metal  com- 
panies, Allvac,  which  vacuum-melts 
metals,  has  grown  from  $1.5-million 
sales  in  1964  to  over  $40  million. 


Wah  Chang,  the  world's  largest  pro- 
ducer of  rare  metals  zirconium  and  haf- 
nium— essential  for  making  nuclear  reac- 
tors— has  grown  from  under  $30  million 
and  close  to  bankruptcy  before  acquisi- 
tion in  1967  to  over  $100  million  in  1977. 

In  1964  three  small  electronics  compa- 
nies moved  into  one  plant,  liquidated 
their  entire  product  lines  and  turned  to 
producing  a  new  product  suggested  by  a 
chief  engineer  of  one  of  the  outfits.  The 
product:  hermetically  sealed  miniature 
relays.  This  reborn  company  is  now  Te- 
ledyne Relays  and  it  made  more  in  prof- 
its last  year  than  the  parent  paid  for  its 
three  component  companies. 

Marvin  Blitz,  who  was  Teledyne  Re- 
lays' president,  is  now  applying  his  tal- 
ents to  Teledyne  Semiconductors — last 
year's  single  loser  (under  $1  million  on 
$15-million  sales).  George  Roberts  con- 
sidered making  Semiconductors  a  strict- 
ly in-house  producer  for  other  Teledyne 
divisions.  Blitz,  however,  wants  to  ex- 
pand. Says  Roberts:  "He's  all  fired  up. 
We've  got  to  give  him  a  chance."  So 
Teledyne  will  stick  in  this  rough  busi- 
ness, where  many  big,  smart  companies 
have  had  their  heads  handed  to  them. 

TDY  Amco  is  a  Teledyne  profit  center. 
It  makes  industrial  sewing  machines.  It 
hasn't  grown  much  from  $8  million  in  the 
ten  years  Teledyne  has  owned  it.  Rob- 
erts is  trying  his  fourth  president  there. 

Teledyne's  Acoustic  Research  fell  be- 
hind the  competition  in  high-fidelity 
speakers.  The  unit  has  a  new  president 
and  a  new  product  line  for  1978.  If  that 
fails?  Roberts  will  try  someone  else. 

If  there  is  a  certain  toughness  about  all 
that,  isn't  toughness  what  efficiency  is  all 
about?  And  isn't  toughness  kinder  in  the 
long  run  than  misplaced  softhearted- 


ness?  Take  Teledyne's  Packard-Bell  ac- 
quisition. It  couldn't  make  a  profit  in  the 
home-TV-set  business  against  Japanese 
competition.  By  amputating  the  TV-set 
operation,  Teledyne  executives  saved 
the  rest  of  the  Packard-Bell  business, 
which  is  now  bigger  without  TV  sets  than 
Packard-Bell  was  with  them. 

The  closest  Teledyne  came  to  disaster 
was  in  1974  with  Argonaut  insurance, 
one  of  the  six  financial  companies  that 
represented  Teledyne's  last  major  diver- 
sification. Argonaut  expanded  into  mal- 
practice insurance  just  at  a  time  when 
softheaded  juries  and  cynical  lawyers 
were  pushing  malpractice  awards  to  ri- 
diculous heights.  Out  went  the  insur- 
ance group's  old  management  and  in 
came  Treasurer  Jerrold  Jerome,  now  a 
vice  president  and  group  executive. 

After  a  huge  pretax  writeoff,  $104  mil- 
lion, Jerry  Jerome's  team  proved  that  the 
Argonaut  was  still  viable.  At  the  height 
of  the  scare,  however,  Singleton  had 
centralized  the  insurance-company  port- 
folios and  built  up  short-term  securities 
as  a  means  of  dealing  with  whatever 
disaster  might  befall.  When  the  time 
came  to  reinvest,  he  handled  the  job 
himself — $900  million  now  in  bonds, 
$600  million  in  equities.  He  chose  not  to 
index  but  to  concentrate  in  depressed 
conglomerates  and  second-rank  industri- 
al companies.  Will  those  investments 
pay  off?  The  jury  is  still  out,  but  the 
episode  once  again  shows  Singleton's 
habit  of  ignoring  convention. 

If  Singleton  were  less  of  an  individual- 
ist he  would  certainly  fret  about  the  fact 
that  Teledyne  stock  sells  at  less  than  four 
times  the  $18  or  so  (before  gains  from 
equity  accounting)  it  could  easily  earn  in 
1978.  The  market  is  pricing  Teledyne 
like  a  laggard — ignoring  its  uniqueness 
and  that  of  the  two  men  who  run  it. 

Instead  of  apologizing  to  the  financial 
community  for  the  way  he  runs  the  com- 
pany, it  is  typical  that  Singleton  excori- 
ates the  way  the  financial  community 
judges  companies.  "If  anyone  wants  to 
follow  Teledyne,"  he  says,  "they  should 
get  used  to  the  fact  that  our  quarterly 
earnings  will  jiggle.  They  will  reflect  the 
real  world.  Our  accounting  is  set  to  maxi- 
mize cash  flow,  not  reported  earnings. 
Smoothing  reported  earnings  just  has  to 
take  a  backseat.  "  Thus  does  he  dispose  of 
1974,  when  the  insurance  writeoffs 
dropped  Teledyne's  earnings  to  half  the 
level  of  the  year  before  1 

Then  Henry  Singleton  says  something 
typical.  It  is  an  excellent  summary  of  his 
philosophy  as  well  as  a  realistic  explana- 
tion of  the  conglomerate  stock-buying 
which  has  intrigued  and  puzzled  the  fi- 
nancial world:  "I  define  my  job  as  having 
the  freedom  to  do  what  seems  to  me  to 
be  in  the  best  interest  of  the  company  at 
any  time."  Singleton  will  win  no  awards 
for  humility,  but  who  can  avoid  standing 
in  awe  at  his  impressive  record?  ■ 


". . .  'Teledyne  is  like  a  living  plant,  with  our  companies 
the  different  branches  and  each  putting  out  new  branches 
and  growing  so  no  one  business  is  too  significant' . . ." 
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The  Bigger  They  Are, 
The  Bigger  The  Bite 

An  unpublished  Treasury  study  kills  the  myth  that  big  guys  get 
a  better  tax  break  than  smaller  fry.  Take  that,  Senator  Nelson! 


It  was  a  ty  pical  request  from  a  congres- 
sional committee.  Start  with  the  conclu- 
sion: "Small"  business  bears  a  much 
heavier  federal  income  tax  burden  than 
do  the  large  corporations,  because  the 
big  guys  have  more  options  for  avoiding 
taxes.  And  then  go  and  do  a  study  to 
prove  it. 

Staffers  from  the  Senate  Select  Com- 
mittee on  Small  Business,  which  makes 
no  bones  about  its  constituency,  deliv- 
ered their  request  for  a  study  to  Treasury 
officials  at  a  Capitol  Hill  meeting  in 
1975.  After  two  years'  work,  including 
perusal  of  the  1972  tax  returns  of  more 
than  200,000  corporations,  the  study  is 
done.  It  shows  exactly  what  the  Treasury 
experts  tried  in  vain  to  explain  around 
that  conference  table  in  1975:  the  larger 
the  corporation,  the  higher  its  effective 
tax  rate  is  likely  to  be. 

The  Small  Business  Committee  s 
chairman,  Senator  Gaylord  Nelson 
(D— Wis.),  has  argued  far  and  wide  that 
because  small  business  gets  hit  harder  on 
taxes  than  big  business,  small  business 
needs  some  special  tax  breaks.  Treasury- 
found  otherwise.  Its  study  divided  cor- 
porations into  a  dozen  groups  according 
to  asset  size,  four  of  which  are  shown  in 
the  accompanying  chart.  Those  with 
82.50,000  to  SI  million  in  assets  pay  a 
slightly  lower  effective  rate  than  do  their 
smaller  brethren,  but  from  that  point  on 
up  the  asset  scale,  the  effective  rates  are 
higher  with  only  some  very  minor  dips. 
Ultimately,  the  worldwide  rate  on 
worldwide  income — the  rate  considered 
by  public  finance  analysts  as  the  most 
relevant  for  measuring  tax  burden — 
reaches  43.8%  for  corporations  with  as- 
sets of  more  than  81  billion. 

The  average  U.S.  rate  on  U.S.  income 
for  all  corporations  picked  up  in  the  sam- 
ple is  3517%,  and  the  worldwide  rate  on 
worldwide  income  was  38.6%.  (For  any- 
one wondering,  that  compares  with  a 
current  average  effective  rate  for  individ- 
ual taxpay  ers  of  about  12.4%.)  The  com- 
mittee staff  is  now  analyzing  the  Trea- 
sury study,  the  most  comprehensive 
ever  to  use  actual  corporate  tax  data,  and 
it  has  declined  to  comment  until  the 
committee  itself  issues  a  formal  report. 
Over  to  you,  Senator  Nelson.  ■ 


How  Big?  How  Much? 


Below,  the  results  of  a  Treasury  Department  study  of  more  than  200,000  corpo- 
rate tax  returns  for  1972  (the  latest  year  for  which  full  data  were  available).  The 
"effective  tax  rate"  is  a  percentage  of  "economic  income"  which,  in  addition  to 
profit,  includes  such  items  as  tax-exempt  interest  and  income  shielded  by  the  use 
of  fast  depreciation  and  depletion  allowances.  Contrary  to  some  preconceptions, 
big  companies  do  not  get  a  better  break  than  small  outfits. 


AT  LEAST  1 ,  AT  LEAST  25C,  AT  LEAST  1 00.000 

LESS  THAN  50  LESS  THAN  1 .000  LESS  THAN  250,000 

ASSET  SIZE  ($000) 

EFFECTIVE  CORPORATE  TAX  RATES  BY  INDUSTRY 

Below,  the  effective  corporate  tax  rates  for  specific 
industries,  weighted  for  corporation  size. 


1.000.000 
AND  ABOVE 


U.S.  RATE  ON 

WORLDWIDE  RATE 

INDUSTRY 

U.S.  ECONOMIC 

ON  WORLDWIDE 

INCOME 

ECONOMIC  INCOME 

Agriculture,  forestry, 

35.30% 

3520% 

fisheries 

Primary  ferrous  metals 

3520 

34.60 

Primary  non-ferrous  metals 

35.80 

3820 

Coal  mining 

21.40 

28.60 

Petroleum  and 

2520 

60.90 

natural  gas 

Other  mining 

2820 

28.80 

Contract  construction 

36.40 

36.60 

Lumber  and  wood 

36.10 

35.70 

(non-furniture) 

Paper  and  allied 

38.80 

3720 

products 

Other  manufacturing 

42.90 

4220 

Transportation 

33.60 

3320 

Communications 

36.50 

36.10 

Electric,  gas,  sanitary 

35.50 

35.50 

Wholesale  and 

39.20 

40.10 

retail  trade 

Credit  dealers,  brokers. 

40.50 

4020 

insurance  agents 

Real  estate 

33.70 

33.70 

Services 

35.90 

35.80 

Ail  other  business 

3720 

36.00 

Banking* 

23.50 

23.90 

Holding  and  other 

8.80 

9.43 

investment  companies* 

Insurance  carriers* 

41.10 

40.40 

Subchapter  S 

0.04 

0.04 

corporations* 

*  Has  special  problems  of  income  measurement  and  other  analysts  may  calculate  different  effective  tax  rates. 
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Make  Mine  Bacardi 


That's  what  Americans  are  saying  increasingly  these  days, 

which  is  why  a  dignified  old  Canadian 

has  become  fascinated  with  a  Caribbean  swinger. 


"Don't  think  that  I  was  pale  or  ashen- 
faced  when  I  heard  the  news,"  said  Al- 
fred P.  O'Hara,  president  of  Bacardi 
Corp.,  when  Forbes  asked  him  about 
the  announcement  that  Canada's  Hiram 
Walker-Gooderham  &  Worts  Ltd.  was 
buying  a  12%  interest  in  his  corporation 
and  various  other  Bacardi  companies, 
and  had  offered  to  buy  13%  more.  "The 
transaction  is  just  what  the  press  release 
says  it  is:  Shareholders  of  Bacardi  are 
selling  some  of  their  stock  for  $45  million 
in  a  private  transaction  to  Hiram  Walker 
as  an  investment." 

If  one-eighth  of  Bacardi  Corp.  was 
worth  nearly  $30  million  to  them  (the 
remaining  $15  million  involved  other  Ba- 
cardi companies),  then  all  of  the  Puerto 
Rican  rum  producer  should  be  worth 
about  $240  million.  Hiram  Walker  has 
cash  but  not  nearly  that  much,  though  it 
has  ample  borrowing  capacity  available. 
For  the  time  being,  a  complete  takeover 
probably  isn't  in  the  cards.  "I  expect  to 
be  around  for  a  while,"  O'Hara  added. 
But  a  closer  relationship  between  the 
two  companies  would  seem  likely. 


DID  WOMEN  INVENT  SMIRNOFF? 


Canadian  Club  whiskey  and  Bacardi 
rum!  What  an  interesting  couple.  Like  a 
dignified,  wealthy  old  man  consorting 
with  a  swinging  young  lady. 

Running  rings  aroung  giant  distillers 
like  Seagram  Co.  and  Hiram  Walker, 
Bacardi  Corp.  has  been  the  hot  company 
in  the  liquor  industry.  Its  sales  (includ- 
ing excise  taxes)  rose  last  year  by  some 
25%  (to  about  $190  million)  while  Sea- 
gram's sales  were  up  only  7%  and  Hiram 
Walker's  were  flat. 

In  a  liquor  industry  that  is  generally 
sluggish,  Bacardi  had  pulled  off  a  bril- 
liant marketing  coup:  It  added  1  million 
cases  to  its  U.S.  sales  last  year,  according 
to  the  authoritative  Pat  Kennedy's  Ex- 
ecutive Newsletter.  This  brought  Bacardi 
close  behind  the  industry's  two  top-sell- 
ing liquors:  Heublein's  Smirnoff  vodka 
(6.5  million  cases)  and  Seagram's  Seven 
Crown  blended  whiskey  (7.3  million). 

Bacardi  was  benefiting  from  a  growing 
nationwide  shift  to  rum  and  wines,  but  it 
was  no  passive  beneficiary  of  a  trend: 
With  69%  of  the  U.S.  rum  market,  it  was 
getting  most  of  the  gains.  Not  surprising- 


Son  Of  Vodka 

Bacardi  Imports  rum  ad  cam- 
paigns are  similar  in  marketing 
emphasis  to  many  of  Heublein's  ear- 
lier vodka  promotions — which 
stressed  Smirnoff  as  mixable  with  al- 
most everything.  There  are  also 
differences:  Bacardi  promotes  rum's 
taste  and  more  recently  has  been 
pushing  its  rum  in  cakes.  Last  year 
Bacardi  Imports  spent  some  $5.5  mil- 
lion on  its  rum  brand.  It  was  well 
worth  it.  That  money  helped  sell  a 
record  I  million  more  cases  last  year. 


ly,  Bacardi  Corp.'s  earnings  soared  last 
year — from  $13  million  to  $16  million  or 
$17  million.  Its  return  on  shareholders' 
equity  probably  hit  35%. 

Bacardi  Corp.  distills  the  rum  in  Puer- 
to Rico.  It  then  ships  most  of  it  to  the 
U.S.,  where  it  is  bottled  and  marketed 
by  a  separate  company,  Bacardi  Imports, 
Inc.  Imports  is  entirely  privately  owned, 
while  Bacardi  Corp. ,  though  chiefly  held 
by  members  of  the  Bacardi,  Schueg  and 
Bosch  families,  is  occasionally  traded 
over-the-counter.  Hiram  Walker  bought 
interests  in  Bacardi  Corp.  and  Imports, 
plus  other  Bacardi  companies  from  the 
Bosch  family. 

While  Bacardi  Imports  figures  aren't 
made  public,  a  good  guess  would  be  that 
the  U.S.  marketer  earned  over  $4  mil- 
lion in  1977.  The  driving  marketing  force 
behind  it  in  recent  years  has  been  Luis" 
R.  Lasa,  now  66,  a  vigorous,  musta- 
chioed refugee  from  Castro's  Cuba. 
There  he  had  worked  for  Colgate-Palmo- 
live International,  selling  soap,  tooth- 
paste and  the  like.  His  boss:  Ralph  Hart, 
the   marketing   man   who   later  built 


Bacardi  rum  Except  driving, 
mixes  with 

everything.   
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Heubleins  Smirnoff  vodka  into  a  huge 

success. 

Apparently  Lasa  had  learned  well 
from  Ralph  Hart.  Lasa  and  his  close  asso- 
ciate William  A.  Walker,  an  ex-advertis- 
ing man,  talked  Bacardi  management 
into  a  huge  advertising  campaign.  It  was 
almost  a  knockoff  on  Hart's  vodka  pitch, 
touting  rum  as  "the  mixable  one."  In  an 
era  when  growing  numbers  of  American 
drinkers  don't  like  the  taste  of  straight 
booze,  the  "mixable"  theme  has  worked 
as  well  for  rum  as  for  vodka. 

Lasa  promoted  and  sold  rum  like 
toothpaste  in  all  shapes,  sizes  and  places. 
He  made  sure  retailers  stocked  every 
size  legally  allowed,  and  carried  Bacardi 
light,  dark  and  six-year-old  rum.  In 
booze,  display  and  shelf  space  is  the 
name  of  the  game  just  as  in  the  super- 
market. "Other  companies  figure  they 
have  complete  coverage  if  they  have  the 
brand  in  the  store,"  says  Lasa.  "Not  us." 

Lasa  boasts  that  Bacardi  attracts  the 
freest  spenders:  the  young,  the  affluent 
and  minorities.  "The  blacks  are  about 
12%  of  the  population,  but  they  account 
for  nearly  25%  of  Bacardi  sales.  They 
want  to  go  with  the  Cadillac. " 

Even  Lasa  was  surprised  by  Bacardi 
Imports'  24%  sales  gain  last  year,  but 
while  surprised,  he  wasn't  speechless. 
Far  from  it.  To  his  215  distributors  and 
their  4,000  salesmen  he  sent  the  follow- 
ing message:  "Congratulations.  We  are 
proud  of  you."  Then  he  quickly  added, 
"Mr.  Quinones  [Lasa's  predecessor] 
used  to  say:  'We  are  fighting  the  giants  in 
the  industry.'  Now  we  have  to  say:  The 
giants  in  the  industry  are  after  our  share 


The  federal  government  is  the  nation's 
biggest  moneyhandler,  but  it  has  yet  to 
learn  the  basics  of  good  cash  manage- 
ment the  way  corporations  practice  it. 

In  November  President  Carter  cre- 
ated a  task  force  inside  the  Office  of 
Management  &  Budget  to  modernize 
federal  cash  management.  "We're  talk- 
ing about  a  payoff  in  the  billions  of  dol- 
lars," says  Treasury  Deputy  Fiscal  Assis- 
tant Secretary  Paul  Taylor.  With  the 
federal  budget  now  at  $500-billion,  obvi- 
ously a  saving  of  even  a  fraction  of  a 
penny  on  a  dollar  amounts  to  $1  billion. 

Ironically,  most  of  the  government's 
cash  problems  come  from  moving  too 
fast.  A  recent  General  Accounting  Office 
report  disclosed  that  the  government 
commonly  pays  private  industry  for  ser- 
vices within  two  weeks.  Yet,  good  cash 
management  calls  for  reimbursement  on 


U.S.  Lawyer  Alfred  O'Hara:  His  legal 
skill  led  to  his  being  named  Bacardi 
Corp.'s  first  non-Latin  president. 


of  the  market.'  ' 

Imports,  however,  doesn't  depend 
only  on  pep  talks  to  motivate  its  own 
people.  It  has  a  generous  profit-sharing 
plan  which  enables  its  top  executives  and 
sales  managers  to  buy  shares  in  the  com- 
pany. When  they  retire  they  sell  their 
shares  back  at  book  value.  The  bulk  of 
profits  are  plowed  back,  which  insures  a 
fairly  rapid  growth  of  book  value.  A  num- 


the  30th  day  after  billing.  Treasury  will 
soon  recommend  that  agencies  pay  their 
bills  not  before  the  25th  day  after  in- 
voice, and  not  after  the  30th. 

Cities  and  states  are  wise  to  Washing- 
ton's cash  management  weakness.  Under 
the  present  letter-of-credit  system,  local 
governments  and  other  recipients  of  over 
$70  billion  in  federal  grants  draw  down 
appropriated  funds  from  the  Federal 
Reserve  Bank  through  commercial 
banks.  But  the  system  doesn't  prohibit 
grantees  from  taking  funds  before  they're 
needed.  So,  city  water  departments  can 
collect  National  Institute  of  Health  grants 
five  years  before  using  them  for  water 
treatment.  Colleges  reinvest  National 
Science  Foundation  grants.  The  GAO 
reports  that  in  six  months  of  1973,  early 
withdrawals  by  16  grantees  cost  the  U.S. 
$300,000  in  interest. 


her  of  executives  have  retired  with  sev- 
eral million  dollars  cash. 

The  growth  of  the  producer  Bacardi 
Corp. ,  founded  in  Puerto  Rico  in  1935, 
really  took  off  after  Fidel  Castro  confiscat- 
ed $76-million  worth  of  Bacardi's  Cuban 
beer  and  liquor  operations.  Expanding  in 
Puerto  Rico  since  1960,  sales  have  soared 
sevenfold  from  $28  million. 

Alfred  P.  O'Hara,  56,  an  American 
who  became  president  21  months  ago 
when  Jose  M.  Bosch  retired  at  age  78,  is 
an  attorney  and  partner  at  a  New  York 
City  law  firm,  Rogers  Hoge  and  Hills. 
He  was  engaged  by  Bacardi  Corp.  in  the 
early  1960s  to  fight  Castro's  illegal  use  of 
the  Bacardi  trademark  in  many  parts  of 
the  world.  O'Hara,  a  trademark  attor- 
ney, won  suits  in  five  countries  and  also 
enabled  the  company  to  hold  on  to  some 
vital  bank  vault  assets. 

A  tough,  cocky,  versatile  man,  he  is 
also  an  experienced  labor  negotiator  and 
bought  strike-prone  Bacardi  three  years 
of  labor  peace  with  a  settlement  last 
year.  "We  made  labor  a  good  offer  early 
and  stood  by  it,"  says  O'Hara. 

In  a  sense,  O'Hara  symbolizes  the 
gradual  Americanization  of  this  onetime 
Latin  company.  Even  Imports  in  Miami 
is  headed  by  Edwin  H.  Nielsen,  an 
American  (although  on  his  mother's  side 
they  are  related  to  the  Schuegs);  former 
president  H.B.  Estrada  is  retired.  Even 
Luis  Lasa  is  past  normal  retirement  age. 

With  Hiram  Walker  now  bidding  to 
become  a  major  stockholder,  even  the 
ownership  of  the  company  may  pass  from 
Latin  hands.  Cuba  s  loss  is  Puerto  Rico's 
and  the  U.S.'  gain.  ■ 


Henceforth,  instead  of  distributing 
grants  via  the  Fed,  Treasury  Depart- 
ment regional  disbursing  offices  will  re- 
view a  funds  request  to  ascertain  its 
timeliness,  then  allow  a  drawdown. 

Good  financial  managers,  like  insur- 
ance companies,  cash  incoming  checks  in 
four  days,  while  Internal  Revenue  Ser- 
vice may  take  eight  to  twelve.  Accelerat- 
ing such  government  collections  by  one 
day  can  cut  public  debt  by  $250  million 
and  interest  by  $13  million. 

The  ultimate  challenge  is  to  smooth 
the  federal  cash  flow.  But  that's  not  easy. 
Social  Security  and  veterans'  checks 
drain  the  Treasury  during  the  first  days 
of  the  month;  receipts  peak  around  the 
20th  of  the  month.  In  the  interim  bor- 
rowing must  increase  to  cover  expenses. 
The  solution  is  to  stagger  transfer  pay- 
ments like  Social  Security,  but  many 
payment  dates  are  set  by  law  and  nobody 
wants  to  deal  with  irate  Social  Security 
recipients  affected  by  the  shift. 

So,  while  federal  cash  management 
probably  can  be  improved  it  is  unlikely  it 
can  match  the  standards  of  private  busi- 
ness. Government,  after  all,  is  govern- 
ment, not  business.  ■ 


Managing  $500  Billion 


That's  the  federal  government's  cash  management 
problem.  It  doles  out  taxpayer  money  too  quickly. 


38 


FORBES,  FEBRUARY  20,  1978 


The  Mystery  Of 
The  Vague  Specifications 

Or 

How  The  Americans  Lost  Out  On 
A  Giant  Saudi  Arabian  Contract 


By  JAMES  FLANIGAN 

Secretary  of  State  Cyrus  Vance 
made  a  hurriedly  scheduled  trip  to  the 
Middle  East  last  December  following 
the  NATO  foreign  ministers  conference 
in  Brussels.  Vance's  principal  mission 
was  to  encourage  Arab  support  for  the 
then-blooming  contacts  between  Egypt 
and  Israel.  But  he  had  other  items  in  his 
briefcase  as  well,  one  of  them  a  commer- 
cial matter.  He  was  to  tell  the  rulers  of 
Saudi  Arabia  of  the  U.S.  government's 
interest  in  seeing  an  American  company 
awarded  the  contract  to  build  the  Saudi 
Arabian  telephone  company.  The  job  re- 
quires the  installation  of  470,000  tele- 
phone lines  backed  by  computer-con- 
trolled switching  equipment,  and  the 
operation  and  maintenance  of  such  a  sys- 
tem in  labor-  and  skills-short  Saudi  Ara- 
bia for  at  least  five  years. 

Billions  of  dollars  and  tens  of  thou- 
sands of  good-paying  jobs  were  at  stake. 
The  major  European  telephone  suppli- 
ers joined  together  to  form  a  consortium 
to  bid  on  the  contract:  Philips  of  the 
Netherlands,  Sweden's  L.M.  Ericsson, 
with  Bell  Telephone  of  Canada  (the  lat- 
ter no  longer  having  any  involvement 
with  American  Telephone  &  Telegraph). 
The  Americans  fielded  two  separate  bid- 
ders: International  Telephone  &  Tele- 
graph, with  its  worldwide  telephone 
manufacturing  knowhow;  and  AT&T's 
Western  Electric,  anxious  to  expand  its 
export  capability,  taking  in  several  small- 
er British  companies  as  junior  partners. 

Vance  was  due  on  Dec.  14  in  Riyadh, 
the  Saudi  capital.  On  Dec.  13  the  Saudis 
announced  that  the  Dutch  Philips  group 
was  the  winner.  The  Americans,  having 
lost  out,  wonder  to  this  day  why  the 
Saudis  were  in  such  a  hurry  to  make  the 
award. 

Thus  the  largest  telecommunications 
contract  ever  awarded  went  to  other 
countries  when  the  U.S.  trade  deficit  is 
$27  billion  and  when  U.S.  telephone 
equipment  companies  have  spare  capac- 
ity. Why  did  it  happen?  On  the  surface, 


it  was  simply  a  matter  of  price.  The  ITT 
consortium  bid  $3.4  billion,  the  Western 
Electric  group  $2.9  billion,  the  Philips 
consortium  only  $2.2  billion.  Clearly  the 
U.S.  bids  were  high. 
But  were  they? 

The  Saudis  structured  the  contract  in 
three  parts  so  that  the  contenders  bid 
separately  for:  supply  equipment  for 
Saudi  Arabia's  metropolitan  areas  (Part 
One  of  the  contract),  its  rural  areas  (Part 

". . .  Was  a  trap  deliberately 
set  for  the  American  compa- 
nies to  walk  into?  . . ." 


Two),  and  (Part  Three)  to  provide  oper- 
ation and  maintenance  of  the  Saudi  tele- 
phone system  for  the  next  five  years  or 
until  local  labor  and  management  could 
be  found,  trained  and  installed. 

In  the  competition  for  Parts  One  and 
Two  the  Americans  looked  good.  ITT 
was  low  bidder  on  Part  One,  proposing 
to  install  399,500  lines  for  $1.25  billion. 
Western  Electric  s  consortium  tied  with 
Philips'  at  $1.53  billion  for  the  same 
work.  On  the  much  smaller  Part  Two, 
the  lineup  was  the  same:  ITT  at  $200 
million,  Western  Electric  at  $231  million 
and  Philips  at  $248  million. 

It  was  in  the  operations  and  mainte- 
nance section — Part  Three — that  the 
Americans  lost  the  contract.  The  specifi- 
cation, first  of  all,  was  a  rather  loose  call 
to  "suggest  a  way  of  organizing  a  'tele- 
phone company.'  "  United  Telecom- 
munications, the  Kansas-based  tele- 
phone holding  company,  participating  in 
the  ITT  group,  bid  almost  $2  billion  as 
the  price  for  doing  that.  Western  Elec- 
tric called  on  the  expertise  of  the  U.S. 
Bell  system  in  arriving  at  its  $1.2  billion 
bid  on  Part  Three.  Bell  of  Canada  bid 
$467  million,  which  made  the  Philips 
group  the  winner  because  the  Saudis 
added  up  the  different  parts  of  each  pro- 
posal to  make  a  single  bid. 


How  could  the  Americans  look  so  bad 
on  Part  Three  after  their  good  showing 
on  the  other  sections?  Why  should  their 
bids  turn  out  to  be  not  marginally  higher 
but  three  or  four  times  higher?  To  begin 
with,  the  bidders  on  operations  and 
maintenance  did  not  bid  on  the  same 
amount  of  work.  Bell  Canada  bid  only  its 
estimated  expenses  for  management  and 
labor.  It  suggested  that  the  Ministry  of 
Posts,  Telephone  &  Telegraph  would  do 
better  purchasing  on  its  own  the  office 
equipment,  vehicles  and  buildings  that 
make  up  the  physical  plant  of  any  com- 
pany. This  was  curious,  as  Saudi  minis- 
tries do  not  have  staffs  capable  of  such 
purchasing,  as  anyone  familiar  with 
Saudi  Arabia  knows.  The  U.S.  compa- 
nies, by  contrast,  included  the  cost  of 
workers'  housing  and  accommodations 
for  the  foreigners  they  would  have  to 
bring  into  the  kingdom.  Saudi  law  says 
that  you  have  to  build  those  things,  and 
therefore  they  should  be  part  of  any  bid. 
At  least  that  is  how  the  American  compa- 
nies saw  it,  in  some  cases  advised  by  the 
Commerce  Department  s  Action  Group 
Near  East.  United  Teleeomm,  for  in- 
stance, had  $430  million  included  in  its 
bid  for  buildings  alone,  including  work- 
ers' housing. 

"The  Saudi  government  set  the  speci- 
fications; presumably  everybody  worked 
to  the  same  specifications,"  says  Bell 
Canada  s  spokesman  David  Orr  in  Mon- 
treal. Presumably.  But  who  presumed? 

Were  the  specifications  deliberately 
vague?  Was  a  trap  set  for  the  American 
firms  to  walk  into?  Americans  in  govern- 
ment and  in  business  are  asking  these 
questions.  Philips,  the  successful  bidder, 
employs  as  its  agent  in  Saudi  Arabia 
Mohammed  bin  Fahd,  no  ordinary  busi- 
nessman but  the  son  of  Crown  Prince 
Fahd,  the  man  who  runs  the  Saudi  gov- 
ernment while  his  brother  King  Khaled, 
ill  and  retiring,  sits  on  the  throne.  Could 
it  be  that  in  the  inner  circles  of  the  royal 
family — where  such  matters  are  ulti- 
mately decided — the  connection  with 
Prince  Fahd  proved  more  useful  to  Phil- 
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ips  than  ITT's  connection?  ITT's  agent 
was  no  slouch,  either.  He  was  Prince 
Mohammed  ihn  Abdul  Aziz,  an  elder 
brother  of  King  Khaled. 

These  are  merely  questions,  of  course. 
But  everyone  is  asking  them. 

Here's  the  background: 

Saudi  Arabia  has  200,000-odd  tele- 
phone lines  of  L.M.  Ericsson  manufac- 
ture, circa  1964.  But  this  network  is 
clearly  inadequate  today,  following  the 
multiplication  of  the  nation's  wealth  and 
the  activities  and  people  within  its  bor- 
ders. Talk  of  a  large  contract  to  set  up  an 
entire  new  system  arose  two  years  ago. 
The  world's  telecommunication  leaders, 
including  all  the  players  in  the  recent 
drama  except  AT&T,  went  looking  for 
that  contract  in  early  1976.  But  by  May 
1976  there  were  reports  in  Saudi  Arabia 
that  Philips  was  to  get  the  whole  job  on  a 
sole  source  basis  and  that  the  value  of  the 
contract  would  be  $6  billion  at  least. 

Philips  to  this  day  describes  these  re- 
ports as  "leaks "  from  the  Saudi  govern- 
ment and  disputes  the  generally  accept- 
ed version  of  events.  Philips  says  matters 
never  came  to  a  formal  offer. 

The  whole  idea  of  such  an  enormous 
job  going  without  competitive  bidding 
aroused  strong  feelings  among  potential 
competitors,  particularly  ITT.  The  com- 
pany let  then-U.S.  Ambassador  William 
Porter  know  what  it  thought  of  such 
goings  on,  and  Porter  got  angry.  He 
wrote  a  strong  letter  of  protest  to  the 
Saudi  Ministry  of  Posts.  (Too  strong, 
thinks  one  executive  in  on  the  recent 
competition.  He  says  the  Porter  letter 
left  the  Saudis  resentful  of  being  chas- 
tised by  Big  Uncle.) 

At  any  rate,  the  Saudi  government 
called  last  March  for  fresh  tenders  from 
the  world's  telecommunications  compa- 
nies, including  ITT  and  AT&T.  The 
American  companies  felt  confident.  Phil- 


ips' telephone  credentials  weren't  all 
that  impressive:  Telephone  equipment 
accounts  for  less  than  7%  of  its  $12- 
billion  annual  sales  volume.  As  the  sole 
source  award  to  Philips  apparently' had 
been  upset,  at  least  partly  by  a  strong 
protest  from  the  U.S.,  it  looked  good  for 
an  American  -victory.  The  bid  openings 
on  Sept.  27  jolted  this  confidence  but  did 
not  destroy  it.  Sure,  as  the  bids  were 
read  out  the  companies  knew  which  con- 
sortium was  the  low  bidder  overall.  But, 
the  American  companies  reasoned,  they 
were  the  ones  who  had  bid  in  strict 
accordance  with  Saudi  law. 

Still,  ITT-United  Telecomm  went 
quickly  to  the  Saudis  and  offered  to  cut 
their  bid  by  1  million  Saudi  riyals  ($285.7 
million),  getting  closer  to  the  Part  Three 
proposal  of  Bell  Canada.  The  Saudis, 
though,  refused  to  allow  this  and,  in  fact, 
held  no  negotiations  with  any  of  the  bid- 
ders following  the  formal  submission  of 
bids.  This  is  unusual  in  contract  matters 
so  complex.  Instead,  the  58  volumes  of 
proposals — for  each  of  the  consortia — 
were  handed  over  to  consultants  working 
for  the  Saudi  government:  A.D.  Little 
Inc.,  of  the  U.S.,  and  NorConsult,  a 
Norwegian  firm  that  has  worked  for  the 
Saudi  government  some  12  years.  Con- 
sultants and  advisers  working  these  days 
in  Saudi  Arabia  help  the  Saudi  rulers  on 
technical  matters.  But  they  must  offer 
their  advice  in  a  real-world  situation 
where  it  does  not  pay  to  cross  an  impor- 
tant member  of  the  royal  family. 

In  November  the  American  compa- 
nies got  nervous.  Their  agents — Saudi 
businessmen  and  traders — were  picking 
up  news  that  the  contract  would  be 
awarded  very  quickly.  This  could  mean 
an  award  simply  on  the  lowest  price. 
They  met  with  Ambassador  John  C. 
West  at  his  residence  in  Jeddah.  He 
wanted  clear  instructions  to  go  to  Prince 


Sultan,  acting  foreign  minister  and  de- 
fense minister,  brother  of  Prince  Fahd, 
or  perhaps  to  Fahd  himself.  But  here  the 
Americans  fell  out.  ITT  wanted  West  to 
ask  the  Saudis  to  split  the  contract, 
awarding  Parts  One  and  Two  now  and 
Part  Three  at  a  later  time,  after  more 
negotiation.  However,  Western  Electric 
objected,  confident  that  operations  and 
maintenance  was  its  strong  suit  with  the 
Bell  System  behind  it.  Such  tactical  ma- 
neuvering wasn't  West's  role;  the  AT&T 
people  argued  he  would  demean  his  po- 
sition as  Ambassador.  In  the  end,  West 
wrote  a  letter  to  Prince  Sultan  express- 
ing the  U.S.  government's  interest  in  the 
contract,  but  the  letter  went  in  very  late, 
almost  the  day  before  announcement  of 
the  contract  to  Philips. 

Meanwhile,  back  home  President 
Charles  Brown  of  AT&T  and  Chairman 
Harold  Geneen  of  ITT  were  trying  to  get 
to  see  Secretary  Vance.  But  a  meeting 
could  not  be  set  up.  He  talked  to  them 
by  telephone.  Down  in  the  echelons  of 
the  State  Department,  aides  wrote  what 
is  called  a  "talking  point"  to  be  put  in 
Vance's  briefing  paper  for  the  Saudi  stop 
on  his  Middle  East  tour.  But  it  was  all 
too  late.  What  many  suspect  was  a  cha- 
rade of  a  competition,  and  what  a  U.S. 
government  official  describes  as  "a  clas- 
sic bungle  in  U.S.  trade  promotion,"  was 
drawing  to  a  close. 

"I  used  to  lie  awake  nights  out  there  in 
Saudi  Arabia,"  muses  one  U.S.  executive 
today,  "and  wonder  if  larger  things  were 
at  stake.  Maybe  Philips  had  to  get  the 
contract  so  as  not  to  embarrass  that  guy 
[Fahd's  son].  The  U.S.  has  friends  in  the 
Saudi  hierarchy,  but  there  are  enemies 
there  as  well  .  .  .  .  " 

January  1978  brought  two  final  ironies 
to  this  story. 

On  Jan.  10  the  Saudi  government  an- 
nounced a  decree  restricting  the  activi- 
ties of  agents  and  banning  "influence 
peddling"  on  government  contracts. 
Agents  henceforth  are  limited  to  a  5% 
fee,  about  what  they  average  now.  Be- 
ports  reaching  Washington  say  the  Phil- 
ips agent  got  $250  million,  or  8%.  And, 
most  bitter  of  all  for  U.S.  bidders,  the 
contract  was  signed  on  Jan.  25  for  a  total 
value  of  $3.1  billion.  In  the  final  contract 
there  is  $1  billion  for  operations  and 
maintenance:  Part  Three.  Bell  Canada 
explained  that  back  in  December,  the 
day  after  the  award  of  a  letter  of  intent, 
the  Saudis  had  asked  the  company  to 
take  on  the  contract  to  provide  the  hous- 
ing and  offices,  and  vehicles,  etc.  that 
would  be  needed;  so  another  $500  mil- 
lion was  added  to  the  contract  award  to 
cover  the  cost. 

"This  one  will  be  in  the  textbook  of  the 
U.S.  introduction  to  the  realities  of 
world  trade,"  says  a  U.S.  government 
official.  Maybe  it  will,  in  a' chapter  enti- 
tled, "Don't  Try  Exporting  American 
Morality  To  Other  Countries.  ■ 
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Copper:  How  Long,  Oh  Lord? 


The  copper  industry  is  sick  but  not  because  business  is  bad. 

That's  why  nobody  can  predict  when  things  are  going  to  get  better. 


Many  industries,  steel  included,  are 
suffering  recession.  But  copper  is  suffer- 
ing depression.  Jean  Vuillequez,  presi- 
dent of  New  York's  Metal  Traders  Inc. 
says:  "This  is  the  longest  down  cycle 
since  1932 — and  the  most  traumatic." 

How  long,  oh  Lord?  Nobody  really 
knows.  But  a  good  many  companies  that 
took  advantage  of  the  slump  to  buy  up 
copper  mining  properties  are  beginning 
to  wonder  what  kind  of  bargains  they 
really  got. 

It's  a  funny  kind  of  depression.  De- 
mand is  actually  not  all  that  bad.  It  rose 
about  7%  last  year,  back  to  the  record 
levels  of  1974.  But  demand  was  over- 
whelmed by  supplies  and,  as  a  direct 
result,  free  market  copper  prices  were  at 
less  than  half  the  1974  level — 55  cents 
vs.  a  high  of  $1.40.  "Prices  at  these  levels 
result  in  losses  for  most  domestic  copper 
companies,''  complains  George  Munroe, 
chairman  of  Phelps  Dodge  Corp.  The 
table  on  page  50  confirms  what  he  says. 

In  one  of  those  strange  twists  by  which 
politics  influences  economics,  copper 
was  the  victim  of  the  wave  of  nationalism 
that  has  swept  the  world  since  World 
War  II.  No  longer  is  the  industry's  desti- 
ny in  the  strong  hands  of  the  big  capital- 
ist mining  combines  that  had  dominated 
world  copper  production  since  the  late 


19th  century.  Instead  it  is  in  the  weak 
hands  of  a  few  big  government  producers 
in  Africa  and  South  America — Zambia 
and  Zaire,  Peru  and  Chile — countries 
which  accounted  for  perhaps  40%  of  the 
Free  World's  production  and  more  of  its 
open  market  supplies.  These  producers 
dance  to  a  different  tune  than  the  private 
companies:  not  profit  and  loss,  but  the 
foreign  exchange  that  copper  exports 
earn  for  their  near-bankrupt  treasuries. 
Never  mind  whether  at  a  profit  or  not. 

"Private  enterprise  would  have  cut 
back  production,  and  in  the  Sixties  when 
prices  were  down,  they  did,"  Vuillequez 
says.  Because  they  did  not  do  so,  output 
exceeded  demand  in  1974,  1975  and 
1976,  and  huge  stockpiles  resulted. 
There  are  estimated  to  be  an  excess  1 
million  tons — six  weeks'  supply — in 
warehouses,  waiting  for  better  prices. 

Zambia,  Zaire  and  Peru  have  tried  to 
persuade  Chile  to  join  them  in  cutting 
production  moderately,  but  Chile  has 
vehemently  refused.  With  production 
costs  of  maybe  50  cents  a  pound,  Chile 
can  make  money  even  at  the  present 
depressed  price,  even  when  you  add  on 
the  2.8  cents  a  pound  it  costs  to  ship  it  to 
the  U.S. 

In  Chile,  at  least,  copper  still  has  a 
future.  The  Canadian  mining  companies, 


Noranda  and  Falconbridge,  are  explor- 
ing for  more,  and  in  January  Exxon 
agreed  to  sink  $107  million  into  acquir- 
ing the  Disputada  property,  in  what 
looked  like  a  first  step  toward  greatly 
expanding  its  present  37,000-ton 
capacity. 

But  elsewhere  it's  a  different  tale.  The 
big  Lakeshore  and  Pima  mines,  with 
about  10%  of  U.S.  production,  shut 
down  temporarily.  Asarco  and  Newmont 
Mining  had  lavished  25  years  and  $140 
million  on  the  40,000-ton-a-year  Gran- 
duc  Canadian  mine  (see  diagram),  but  at 
present  prices  they  could  no  longer  af- 
ford to  continue  developing  it.  So,  in 
December  they  decided  to  close  it, 
probably  permanently,  its  production  ca- 
pacity presumably  lost  forever.  At  the 
same  time,  Amax  wrote  down  its  invest- 
ments in  Zambia  and  Botswana  by  over 
$120  million.  "An  entire  industry,"  says 
Hudson  Bay  Mining's  Chairman  H.  Ron- 
ald Fraser,  "has  virtually  been  com- 
pelled to  forswear  development  and  re- 
sign itself  to  living  by  cannibalism.  " 

"We're  in  a  regular  adjustment  period 
of  the  kind  the  classical  economists 
talked  about  whenever  you  have  consid- 
erable overcapacity  related  to  consump- 
tion," says  White,  Welds  nonferrous 
metals  expert,    George  Cleaver.  "It's 


Diorite 


A  CasuaMy  Of  The  Copper  Price 

Newmont's  Granduc  mine  involved  driving  a  10.5-mile  tunnel  under  three  glaciers 
to  reach  a  43-million-ton  copper  reserve.  Newmont  predicted  a  long  life  for 
the  property,  a  25%  return  on  its  investment.  But  taxes  and  fuel  costs  soared, 
and  when  copper  prices  collapsed,  the  economics  of  Granduc  were  gone.  Next 
year,  like  other  such  mines  around  the  world,  Granduc  will  probably  close. 
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been  going  on  for  three  years.  So  the 
normal  procedure  is  for  the  high-cost 
producers  to  get  squeezed  out  of  the 
business.  Of  course,  the  high-cost  pro- 
ducers resist  this,  and  try  to  keep  going. 
But  they  can't  keep  going  forever."  And 
Cleaver  adds  grimly:  "It's  certainly  con- 
ceivable that  this  problem  will  not  have 
been  solved  even  until  1980." 

"I'm  bullish,"  dissents  Vuillequez.  "I 
can  see  $1  copper,  on  average,  in  1979.  I 
think  copper's  a  good  investment."  But 
he  concedes:  "On  the  other  hand,  I've 
been  feeling  *bat  for  the  last  two  years." 

Ironically,  even  forgetting  the  differ- 
ing economic  imperatives  that  drive  the 
public  and  private  producers,  the  profit- 
oriented  U.S.  industry  might  still  have 
been  able  to  compete.  Most  U.S.  mines 
may  be  fairly  low  grade,  but  given  the 
level  of  mechanization  and  the  produc- 
tivity of  U.S.  labor,  they  are  not  neces- 
sarily prohibitively  high  cost.  What  has 
come  to  make  the  difference  is  the  heavy 
burden  of  environmental  costs,  running 


around  10  cents  a  pound,  which  U.S. 
copper  carries  and  which  most  imported 
copper  does  not.  Without  these  costs, 
George  Munroe  says  flatly,  "Phelps 
Dodge's  mines  would  still  be  cost  com- 
petitive with  those  of  Chile." 

To  protect  the  domestic  market  and 
bolster  the  price,  the  industry  talks 
about  petitioning  the  U.S.  government's 
International  Trade  Commission  to  rec- 
ommend imposing  a  tariff  on  copper  im- 
ports. Meanwhile,  Congressman  Morris 
Udall  (D-Ariz.)  has  introduced  a  bill  im- 
posing a  10-cents-a-pound  "environmen- 
tal equalization"  tariff  on  imports  that  do 
not  meet  U.S.  environmental  standards. 
The  Administration's  commitment  to 
free  trade  makes  the  tariff  proposals 
seem  visionary,  but  they  could  provide 
the  incentive  for  the  government  to 
adopt  the  solution  that  most  coppermen 
would  far  prefer:  the  creation  of  the  long- 
talked-of  copper  stockpile,  involving 
government  purchases  of  anywhere  from 
250,000  tons  to  1.3  million  tons.  Cre- 


ation of  such  a  stockpile  might  help,  but 
it  would  run  smack  into  a  major  Adminis- 
tration goal:  bringing  down  inflation.  For 
the  government  to  push  copper  prices 
up  at  a  time  when  it  is  trying  to  hold 
down  other  prices  would  be,  to  put  it 
mildly,  inconsistent. 

"Without  some  help  from  our  govern- 
ment," says  Jack  Thompson,  president  of 
New  York's  Newmont  Mining,  "I  do  not 
see  any  way  out  for  the  U.S.  industry — 
not  in  the  short  or  medium  term,  and  by 
that  I  mean  one  to  three  years.  The 
growth  in  copper  demand  is  not  dy  namic 
enough  to  absorb  in  a  lesser  period  both 
the  excess  capacity  and  the  excess 
stockpile." 

As  it  is,  London's  Amalgamated  Metal 
Corp.  trading  firm  predicts  that,  without 
major  new  mine  closings,  new  copper 
coming  into  the  market  will  exceed  con- 
sumption this  year  by  300,000  tons,  the 
fifth  consecutive  year  of  surplus  produc- 
tion. Zambia  and  Zaire,  Chile  and  Peru 
may  well  have  reached  the  present  limit 
of  their  productive  capacity,  but  over  the 
next  year  or  so  two  major  new  mines  are 
scheduled  to  go  into  production  with 
close  to  350,000  tons  of  new  capacity:  La 
Caridad  in  Mexico  and  Sar  Cheshmeh  in 
Iran.  So  even  assuming  that  consumption 
resumes  its  long-term  4%  annual  growth 
rate — that's  equal  to  about  300,000  tons 
of  new  demand  a  year— it's  going  to  be 
some  time  before  the  market  makes  much 
progress  in  whittling  down  that  1 -million- 
ton  surplus,  unless  consumers  begin  to 
fear  a  shortage  and  move  that  surplus  into 
their  own  inventories. 

Strangely  enough,  coppermen  still 
speak  of  prospective  copper  shortages — 
and  much  higher  prices — sometime  in 
the  1980s.  They  do  not  think  that  fiber 
optics  will  render  copper  obsolete  for 
electrical  purposes  in  the  foreseeable  fu- 
ture. So  they  see  a  continuation  of  cop- 
per's slow  but  steady  growth.  And 
there  s  where  the  shortages  come  from: 
Once  the  output  from  the  new  Chilean 
and  Iranian  mines  is  absorbed,  there  will 
be  no  more  new  capacity  coming  on 
stream  for  a  long  time;  copper  mine  de- 
velopment has  a  long  lead  time. 

"There's  plenty  of  copper  to  supply 
the  world's  needs  up  into  the  early 
Eighties,"  says  Newmont's  Thompson. 
"But  there  are  no  new  mines  anywhere 
on  the  horizon,  and  it  takes  five,  six, 
seven  years  to  bring  in  a  new  mine.  So 
unless  we  get  some  help  from  the  gov- 
ernment, in  the  early  Eighties  this  ex- 
cess of  copper  will  turn  into  a  great 
shortage,  and  this  will  put  prices  up. 

"The  cycles  are  still  there,"  concludes 
Thompson.  "We  happen  to  be  at  the 
bottom  of  a  very  severe  one.  Will  there 
be  a  U.S.  copper  industry  by  the  time  it 
turns  up?  Of  course  there  will  be,  but 
how  big  or  how  healthy  is  the  question." 
He  adds,  defiantly:  "We'll  still  be  in 
business."  ■ 


High  And  Low 

Before  last  year's  wage  settlement,  White,  Weld  nonferrous  metals  analyst 
George  Cleaver  made  some  educated  estimates  of  what  the  production 
costs  were  for  most  of  the  U.S.'  major  copper  mines.  Costs  have  risen  since 
then,  and  with  copper  prices  just  slightly  above  60  cents  a  pound,  there's 
no  longer  a  single  mine  in  the  U.S.  capable  of  making  money  at  the  upper 
limits  of  the  cost  ranges  that  are  probably  prevalent  today. 


Capacity 

1,000  ton 

Cost 

Company 

Mine 

per  year 

$  per 

Ib 

Kennecott 

Nevada 

40 

$1.00-1 

.10 

Amax-Anaconda 

Twin  Buttes  sulphide 

90 

.90-1 

.00 

Kennecott 

Ray 

95 

.83- 

.88 

Asarco 

San  Xavier 

11 

.83- 

.88 

Hecla-EI  Paso 

Lakeshore 

55 

.80- 

.85 

Copper  Range 

White  Pine 

75 

.75- 

.80 

Cyprus  Mines 

Bagdad 

70 

.75- 

.80 

Pima 

80 

.75- 

.80 

Anaconda 

Berkeley 

100 

.70- 

.75 

Yerington 

35 

.70- 

.75 

Inspiration 

Inspiration 

55 

.70- 

.75 

Christmas 

6 

.70- 

.75 

Kennecott 

Chino 

60 

.70- 

.75 

Phelps  Dodge 

Metcalf 

60 

.70- 

.75 

Asarco 

Mission 

45 

.65- 

.70 

Silver  Bell 

25 

.65- 

.70 

Sacatoon 

21 

.65- 

.70 

Anaconda 

Victoria 

10 

.65- 

.70 

Cities  Service 

Pinto  Valley 

65 

.65- 

70 

Copperhill 

20 

.65- 

.70 

Inspiration 

Ox  Hide 

5 

.65- 

.70 

Phelps  Dodge 

Ajo 

50 

.65- 

.70 

Tyrone 

95 

.65- 

.70 

Cyprus  Mines 

Johnson 

5 

.60- 

65 

Duval 

Mineral  Park 

20 

.60- 

.65 

Esperanza 

20 

.60- 

.65 

Battle  Mountain 

15 

.60- 

.65 

Sierrita 

100 

.60- 

.65 

Kennecott 

Utah 

225 

.60- 

.65 

Newmont 

Magma 

180 

.60- 

.65 

UV  Industries 

New  Mexico 

25 

.60- 

65 

Phelps  Dodge 

Morenci 

120 

.58- 

63 

Amax-Anaconda 

Twin  Buttes  (leach) 

30 

.55- 

.60 

Phelps  Dodge 

Bisbee  (leach) 

5 

.55- 

60 

50 
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We  can  move  the  mountains  of  work  that  stall  your  business. 


If  you  haven't  noticed  yet,  the 
old  mailroom  ain't  what  it  used  to 
be.  In  fact,  it's  the  pulse  of  today's 
efficiently  run  business. 

It's  where  those  piles  of  paper 
and  mail  are  copied,  collated,  folded, 
stuffed,  stamped,  counted,  ad- 
dressed and  delivered  day  after 
day  after  day. 


Pitney  Bowes  has  been  creat- 
ing newer  and  better  ways  to 
handle  your  paperflow  more  effec- 
tively. With  machines  that  can 
count  and  fold  and  collate  and  copy 
and  meter-stamp  and  address  and 
open  neatly,  accurately  and  with  no 
aggravation. 

Much  faster  than  you  could 


ever  hope  to  do  by  hand. 

We've  always  known  how  im- 
portant the  mailroom  is  to  busi- 
ness. Because  we've  always  known 
that  business  runs  on  mail. 

US  Pitney  Bowes 

We  can  lighten  your  paper  weight. 


For  full  information,  write  us  Pitney  Bowes,  1797  Pacific  Street,  Stamford,  Connecticut  06904,  or  call  toll  free  any  time  800-243-5676  (In  Connecticut  1-800 
882-5577)  Over  600  sales  or  service  points  throughout  the  U  S  and  Canada  Postage  Meters,  Mailing  Systems,  Copiers. 


Making  Book 

In  the  midst  of  a  sagging  stock  market, 
a  little  go-go  game  has  developed  in — 
of  all  things — textbook  companies. 


By  STEVEN  SOLOMON 

J.B.  Lippincott  Co.  was  a  small  text- 
book publisher  founded  during  George 
Washington's  second  presidential  term 
and,  as  of  last  year,  still  run  by  a  Lippin- 
cott: Joseph  Lippincott,  56.  But  if  vener- 
able, the  firm  wasn't  very  profitable;  in 
1976  it  netted  less  than  2%  on  sales  of 
$48  million. 

The  family  put  the  company  on  the 
block  last  fall — and  all  hell  broke  loose. 
The  bidding  got  so  fierce  that  Lippin- 
cott s  broker,  Paine,  Webber,  Jackson  & 
Curtis,  is  reported  to  have  felt  cocky 
enough  to  give  would-be  buyers  an  ulti- 
matum: Get  your  bid  in  by  the  weekend 
or  you  are  out  of  the  running.  In  the  end 
there  were  12  interested  parties,  and  the 
successful  bidder,  Harper  &  Row,  paid 
$15.25  a  share  for  stock  that  had  lan- 
guished at  $5  only  weeks  before  the  bid- 
ding started.  At  $15,  Harper  &  Row  was 
paying  23  times  Lippincott's  earnings. 

But  the  Lippincott  deal  was  only  one 
of  many  that  has  turned  the  staid  text- 
book business  into  a  go-go  marketplace. . 

Back  in  1913  the  late  Richard  Prentice 
Ettinger  cofounded  Englewood  Cliffs, 
N.J. -based  Prentice-Hall,  one  of  the  two 
(along  with  McGraw-Hill)  top  dogs  in 
college  textbook  publishing.  Fifty  years 
later  he  spun  off  a  small  California  col- 
lege publisher  called  Wadsworth  headed 
by  his  son,  Richard  Jr.  Young  Ettinger 
did  well  enough  but  quietly  so — until 
last  year,  when  six  companies  (three  of 
them  foreign)  started  bidding  for  Wads- 
worth  stock  in  November,  then  trading 
at  10.  Wadsworth  soon  agreed  to  be 
acquired  by  London  publishing  giant 
Pearson  Longman,  Ltd.  for  $25  a  share. 
Two  weeks  later,  however,  Toronto's 
newspaper  publishing  Thomson  family 
swooped  down  with  an  offer  of  $31.50  a 
share  (18  times  1976  earnings)  and  wrest- 
ed the  stock  from  Pearson. 

Is  this  a  mini-rerun  of  go-go  1969 
when  anybody  would  pay  everything  for 
anything?  It  certainly  has  many  of  the 
earmarks.  For  one  thing,  the  prices 
are  based  not  so  much  on  present 
earnings  or  on  assets  as  on  future  pros- 
pects. Almost  every  major  textbook  pub- 
lisher that  hasn't  been  acquired  has  had 


some  kind  of  overture  made  toward  it. 

Playing  the  textbook  acquisition  game 
are  a  glittering  list  of  U.S.  companies: 
Dow  Jones,  Dun  &  Rradstreet,  CBS, 
MCA,  Litton,  McGraw-Hill,  Harper  & 
Row  and  Scott,  Foresman.  And  an  al- 
most equally  impressive  list  of  foreign- 
ers: Bertelsmann  from  Germany,  Thom- 
son from  Canada,  Pearson  Longman 
from  Britain  and  Rizzoli  from  Italy.  "It's 
really  fugitive  capital  from  Europe  that's 
fueling  the  present  merger  wave,"  says 
Jeremiah  Kaplan,  president  of  Macmil- 
lan's  largest  publishing  subsidiary.  Some 


". . .  Buyers  see  ahead  an  end 
to  the  lull  in  the  education 
business  and  a  coming  boom 
in  school-age  children  .  .  ." 


of  the  European  money  is  refugee  mon- 
ey, running  not  from  war  or  revolution, 
but  from  the  sick  socialism  that  is  creep- 
ing over  Europe. 

British  publishers  are  especially  ac- 
tive: The  dissolution  about  two  years  ago 
(at  the  behest  of  the  Justice  Department) 
of  the  traditional  marketing  agreement 
which  divided  the  world — the  Common- 
wealth for  British  publishers,  the  U.S. 
for  American — has  spurred  the  British  to 
try  to  grab  a  chunk  of  the  U.S.  market  at 
almost  any  cost  before  U.S.  publishers 
invade  their  Commonwealth  market. 

What  the  buyers  see  ahead  is  an  end 
to  the  present  lull  in  the  education  busi- 
ness— declining  enrollments  and  falling 
textbook  sales — when  the  children  of  the 
post- World  War  II  babies  start  school  in 
the  mid-1980s. 

"The  prices  are  high,"  admits  Win- 
throp  Knowlton,  president  of  Harper  & 
Row.  "But  there  is  a  critical  economic 
mass  in  textbook  sales.  For  el-hi  [ele- 
mentary and  high  school]  it's  $25  mil- 
lion. When  you  get  above  that  size  you 
can  be  profitable.  What  we  are  trying  to 
do  by  acquiring  Lippincott  is  just  hang  in 
there  long  enough  to  survive.  If  we  do 
survive,  then  when  the  demographics 
improve  in  the  mid-Eighties  there  will 
be  a  great  economic  opportunity.  '  Com- 


bining Lippincott's  $13  million  in  el-hi 
sales  will  push  Harper  &  Row's  el-hi 
business  over  the  $25-million  threshold 
and,  Knowlton  hopes,  into  the  black. 

In  rationalizing  the  high  prices,  the 
buyers  take  comfort  in  the  fact  that  text- 
books, even  in  the  present  depressed 
market,  are  the  most  profitable  part  of 
the  $4.2-billion  U.S.  book  business.  In 
1976  textbooks  accounted  for  29%  of  all 
book  dollar  sales  and  46%  of  pretax  prof- 
its, according  to  Knowledge  Industry 
Publications.  While  flashy  trade  titles 
like  Roots  and  The  Thorn  Birds  can  earn 
a  bundle  in  a  short  time,  on  balance  they 
do  little  more  than  pay  back  for  all  the 
huge  advances  and  inventories  on  books 
that  don't  make  it.  By  contrast,  solid 
textbooks  like  Samuelson's  Economics, 
Janson's  History  of  Art,  a  good  first- 
grade  primer  or  tenth-grade  biology 
book  are  the  meat  and  potatoes  of  book 
publishing — virtual  annuities.  Macmil- 
lan,  the  second-largest  book  publisher, 
for  example,  gets  approximately  two- 
thirds  of  its  publishing  profits,  but  only 
half  its  publishing  sales,  from  texts. 

And  so  the  acquisitions  game  goes  on. 
Speculation  about  possible  acquisition 
has  doubled  Allyn  &  Bacon  stock  during 
the  month  of  November.  With  takeover 
on  the  minds  of  everyone,  even  the  big- 
ger houses  like  Macmillan  and  Harcourt 
Brace  Jovanovich  are  looking  over  their 
shoulders  to  see  if  the  publishing  arms  of 
such  media  conglomerates  as  CBS,  MCA 
or  Dow  Jones  are  reaching  out  for  them. 
Recently,  MCA  was  rumored  to  be  inter- 
ested in  Macmillan,  though  nothing 
came  of  it,  and  the  Minneapolis  Star  & 
Tribune  Co.  increased  its  holding  in 
Harper  &  Row  from  23.3%  to  38.6%. 

In  addition  to  buying  Lippincott,  Har- 
per &  Row  recently  bought  Thomas  Y. 
Crowell,  in  part  a  college  textbook  pub- 
lisher, from  Dun  &  Bradstreet.  Price: 
$11  million.  Through  such  acquisitions 
Harper  &  Row  hopes  to  generate  enough 
heft  so  that  it  can  successfully  develop 
major  textbook  series  on  its  own.  At 
present  there  are  only  a  dozen  or  so 
publishers  with  such  capability.  These 
major  series  often  cost  $3  million  up 
front,  before  printing  and  without  any 
guarantee  that  they  will  be  accepted  by. 
state  and  local  school  boards.  They  also 
take  five  years  to  develop,  so  the  prep- 
aration must  start  now  to  be  ready  for  the 
anticipated  boom  in  school-age  children 
in  the  mid- Eighties. 

If  the  babies  come,  fine.  If  they  don't, 
then  a  good  many  publishers  and  others 
are  going  to  be  stuck  with  a  good  deal  of 
high-priced  but  not  very  valuable  good- 
will on  their  ledgers.  ■ 
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How  a  Key  Agent  of  The  Home 
saved  IO  lives-two  years  before 
they  were  threatened. 


When  Home  Key  Agent,  Powers  Thomas, 
insured  buildings  being  restored  in  Leesburg, 
Virginia,  he  urged  the  owner  to  install  a 
firewall  and  special  ceiling  to  prevent  fire 
from  spreading. 

Two  years  later,  fire  did  break  out.  But 
thanks  to  the  advice  of  Powers  Thomas,  all 
the  tenants  above  the  shops  — including  a 
number  of  children  and  an  89-year-old 
lady— had  time  to  escape  without  injury. 

Involvement  and  know-how  that  save 
lives.  Another  reason  why  your  Home  Key 


Agent  is  the  man  to  see  when  it  comes  to 
insurance.  He  gives  you  that  "Something 
Extra" 

For  the  name  of  the  Key  Agent  nearest 
you,  look  in  the  Yellow  Pages. 


The  Heme 

Insurance 
Oempany 


A  City  Investing  Company 

•  ■  ® 


Home  Key  Agents  give  you  thatMSomething  Extra! 


The  power  of  technology 
is  the  power  to  create. 

Creating  the 
ratt  &  Whitney  Aircraft  engines 
that  bolster  our  defenses 


si 


is  one  way 
we're  using  ours. 


TIW  TECHNOLOGIES® 

Pratt  &  Whitney  Aircraft  Group  •  Otis  Group 
Essex  Group*  Sikorsky  Aircraft*  Hamilton 
Standard  •  Power  Systems  Division 
Norden  •  Chemical  Systems  Division 
United  Technologies  Research  Center 
United  Technologies  Corporation, 
Hartford,  Conn.  06101 


The  Southern 
Alternative 


If  Americans  tire  of  McDonald's  and  Kentucky  Fried, 
pizzas  and  tacos,  where  will  they  go  for  fast  service 
and  low  prices?  Morrison  Inc.  bets  it's  cafeterias. 


North  of  the  Mason-Dixon  line,  a  pub- 
lic cafeteria  is  a  gloomy  place  smelling  of 
ammonia;  where  coffee  used  to  cost  a 
nickel  and  the  lady  on  the  left  with  the 
big  hat  and  the  shopping  bags  is  mutter- 
ing something  about  "the  crazies  who 
live  around  here." 

But  in  today  s  South,  for  all  its  trendy 
architecture  and  "Star  Wars"  airports,  a 
cafeteria  is  still  a  place  to  take  the  family 
for  dinner  after  church  on  Sunday,  to  get 
a  full  meal  during  a  day  of  Christmas 
shopping  and  to  have  a  nutritious  lunch — 
if  you  aren't  wearing  dirty  overalls. 

Morrison  Inc.  is  the  biggest  of  the 
large  and  successful  southern  cafeteria 
operators,  whose  ranks  include  Furr's 
and  Cafeterias,  Inc.  It  is  also  the  oldest, 
the  fastest  growing  and  probably  the 
most  typical.  The  Mobile-based  chain 
operates  111  individually  designed  and 
decorated,  carpeted  cafeterias  from 
southern  Florida  to  Florence,  Ky.,  plus  a 
small  luxury  motel  chain  (Admiral  Ben- 
bow  Inns)  and  one  of  the  Souths  most 
successful  institutional  feeding  oper- 
ations, serving  about  239  hospitals, 
banks,  schools  and  offices. 

Competing  with  fast-food  hamburger 
and  fried-chicken  chains,  steak-and-salad 
bars  and  roadside  pizza  s-tands,  Morrison 
has  tripled  in  sales  and  profits  since 
1967,  even  while  closing  30  old-line 
downtown  cafeterias.  For  the  first  six 
months  of  1977-78  it  netted  over  5% — 
$5.5  million  on  sales  of  $101  million. 
(Giant  McDonald's  netted  4%  on  sales 
nearly  20  times  that.)  That's  an  improve- 
ment of  37%  and  17%  respectively  over 
the  same  period  of  1976-77,  when  for  the 
hill  year  Morrison  netted  $10  million,  or 
83  cents  per  share,  on  sales  of  $180 
million.  Its  stock,  traded  over  the 
counter,  hovers  around  II. 

The  chain  was  founded  in  1920  by  J- 
A.  Morrison  and  Mobile's  Outlaw  fam- 
ily, which  still  owns  about  16%  of  the 
stock.  But  since  1968  Morrison  has  been 
run  by  David  B.  Cowart,  61,  a  tall,  big- 
fisted,  self-educated  Georgian  who  be- 
gan working  as  a  meat  carver  in  a 


Morrison  s  cafeteria  when  he  was  17. 

It  was  under  Cowart  that  Morrison 
started  following  its  customers  out  of  the 
southern  downtown  areas  onto  the  high- 
ways and  into  the  huge  suburban  shop- 
ping malls  that  now  stud  the  Sunbelt. 
Cowart  funded  the  growth  out  of  cash 
flow,  even  while  continuing  the  long 
process  of  integrating  operations  back- 
wards: The  company  now  does  every- 
thing, from  its  own  meat  and  produce 
purchasing  to  its  own  interior  design  and 
kitchen  equipment  manufacturing  (it 
even  makes  40%  of  its  sinks,  serving 
tables,  ovens  and  the  like). 

"Two  things  make  us  run,"  says 
Cowart  in  a  crackling  southern  accent, 
"distribution  and  supervision.  When  we 
open  a  new  cafeteria  we  know  we  can  be 
operating  at  a  profit  in  three  days." 
Morrison's  three  distribution  centers 
(Tampa,  Atlanta  and  Jackson,  Miss.) 
keep  each  cafeteria  stocked  according  to 
its  own  individual  menu,  right  down  to 
the  precise  ingredients  for  every  apple 
pie  and  meat  loaf  it  will  sell  that  day. 

Like  fast-food  outlets,  these  cafeterias 
feature  low  prices  and  speedy  serving, 
but  they  can  offer  what  the  fast-food 
outlets  lack,  variety.  One  well-dressed, 
middle-aged  customer  told  Forbes  : 
"Last  year  when  I  was  up  North  we 
couldn't  go  out  to  eat  unless  we  wanted  a 
hamburger  or  could  afford  to  spend 
$50 — nothing  much  in  between."  Before 
her  "was  a  complete  meal — salad,  cutlet 
with  vegetables  and  potatoes,  dessert 
and  iced  tea — all  prepared  and  cooked 
that  day  ten  feet  from  where  she  bought 
it,  for  under  $3.  Except  for  the  iced  tea, 
her  companion  had  an  entirely  different 
meal  for  a  similar  price. 

While  Cowart  admits  that  the  Morri- 
son method  of  on-site  food  preparation, 
waiter  service  and  near-luxurious  decor 
is  expensive,  he  adds:  "With  our  vol- 
ume we  don't  need  the  kind  of  operat- 
ing margins  that  they  need  in  McDon- 
ald's. We  feed  1,500  people  a  day  in 
one  cafeteria  with  an  average  check  of 
$2.61."  The  nationwide  average  check 


David  Cowart  On  A  Morrison's  Cafe- 
teria Serving  Line  In  Mobile:  "We  man- 
ufacture out  back  and  sell  up  front." 


in     fast-food     restaurants     is  $1.29. 

Cowart  expects  to  see  more  and  more 
ex-McDonald's  customers  lining  up  for 
Morrison's  turkey,  roast  beef,  collard 
greens,  broiled  mackerel  and  homemade 
pies  as  the  generation  that  made  the  fast- 
food  chains  rich  gets  older  and  more 
diet-conscious  and  begins  raising  fam- 
ilies. To  get  ready,  he  recently  went  to 
the  bank  for  the  company's  first  short- 
term  debt  in  ten  years  and  is  set  to 
double  Morrison's  existing  cafeterias  by 
1982.  Half  of  these  will  be  in  new  mar- 
kets, as  far  as  150  miles  north  and  west  of 
present  boundaries — still  close  enough 
to  its  distribution  centers. 

As  Morrison  expands  geographically  it 
is  bound  to  leave  one  of  its  basic  features 
behind:  the  courteous  busman  waiter  who 
carries  your  tray  and  keeps  your  coffee  cup 
full  and  works  for  just  60%  of  the  minimum 
wage  plus  tips.  "We're  already  offering 
optional  waiter  service  at  some  of  our 
newer  cafeterias,"  says  Cowart.  "We  ex- 
pect the  current  wage/tip  benefit  of  the 
minimum  wage  law  to  be  phased  out  soon 
anyway."  When  that  happens,  Morrison 
will  have  to  pay  all  dining  room  personnel 
the  full  minimum  wage. 

If  Americans  do  weary  of  the  monot- 
ony of  fast-food  eating  and  if  the  cafeteria 
is  indeed  the  wave  of  the  future,  then 
Morrison  has  a  lot  going  for  it.  What  it 
doesn't  know  about  cafeteria  operation 
just  isn't  worth  knowing.  Why,  Cowart 
was  asked,  is  there  always  a  wall  be- 
tween the  serving  line  and  the  dining 
area  in  every  Morrison  cafeteria?  Cowart 
spreads  his  best  country-boy  grin  and 
drawls,  "You  don't  want  that  hungry  cus- 
tomer leaning  over  your  table  sayin', 
Hey  man,  those  look  like  some  pretty 
fine  pork  chops.  ■ 
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The  9400  duplicator.  For  small,  medium  and  large  jobs. 


Xerox  introduces 
something  for  everyone. 


Xerox  doesn't  think  you  should  have 
to  live  with  more  copier  than  you  want. 
Or  settle  for  less  copier  than  you  need. 

That's  why  we're  introducing  three 
new  copiers  and  duplicators. 

If  you  don't  do  a  lot  of  copying,  but 
you  do  a  lot  of  hand  collating,  you  can 
now  get  the  Xerox  3400. 

A  small  copier  with  a  document  handler 
and  a  built-in  sorter  that  can  save  you  a 
lot  of  time  and  effort. 

If  you  do  quite  a  bit  of  copying,  we 
recommend  the  Xerox  5400. 

A  copier/duplicator  that  comes  with 
automatic  two-sided  copying,  a  bi- 


directional sorter,  a  document  handler, 
even  a  built-in  microcomputer  that  tells 
you  how  to  correct  minor  problems  your- 
self. Saving  you  paper,  time  and  money. 

But  if  you  do  a  lot  of  copying,  we 
offer  the  Xerox  9400  duplicator. 

It  can  collate  a  virtually  limitless 
number  of  sets,  has  an  automatic  document 
handler  that  holds  up  to  200  originals, 
a  self-diagnostic  system,  and  best  of  all, 
automatic  two-sided  copying  at  the 
incredible  rate  of  two  pages  a  second. 

Who  says  you  can't  please  everyone? 

XEROX 


CUROX  ®.  3400,  5400  a.kl  9400  jr.-  trademark!  of  XLROX  CORPORATION 


Available  in  selected  cities  throughout  the  U.S. 


Wanna  Buya  Americana? 

Now  his  planes  are  profitable  again, 
American  Airlines'  Al  Casey  can  think 
about  unloading  his  money-losing  hotels. 


Sitting  shirt-sleeved  in  his  office, 
American  Airlines  Chairman  Albert  V. 
Casey  could  do  worse  than  sing  his  com- 
pany's ubiquitous  radio  jingle.  You  know 
the  refrain:  "We're  American  Airlines — 
doing  what  we  do  best." 

American  would  have  done  well  to 
have  done  just  that.  After  some  rough 
years,  the  company  as  a  whole  is  finally 
coming    back.    It  earned 
$81.9     million— $2.54  a 
share — in  1977,  us.  losses  in 
two  of  the  previous  four 
years.  Although  it  will  be  hit 
with  higher  fuel  prices  this 
year  (its  old,  favorable  fuel 
contracts    expired    in  Au- 
gust), traffic  is  lively  and  Ca- 
sey is  optimistic. 

If  only  American  had 
stayed  with  airlines  rather 
than  going  into  the  hotel 
business! 

It  has  some  21  hotels  with 
10,000  rooms  in  its  group, 
including  the  50-story 
Americana  in  New  York 
City,  the  world's  seventh 
largest.  It  has  invested 
$36.7  million  in  cash  in  the 
business  and  is  obligated 
under  noncapitalized  leases 
to  the  tune  of  $123  million. 
And  yet,  after  almost  15 
years  in  the  hotel  business,  the  airline 
has  yet  to  turn  a  profit  at  it.  In  1976  the 
hotel  division  had  operating  losses  of  $6 
million  and  a  further  writeoff  of  $6  mil- 
lion. Last  year  the  hotels  were  still  deep 
in  the  red,  and  Casey  can  only  hope  that 
they  will  become  profitable  in  the  early 
1980s.  "But  it's  only  a  hope,"  says  the 
gregarious  Casey.  "The  hotels  are  a  stain 
on  our  image." 

Don't  blame  Al  Casey.  American  first 
went  into  hotels  in  1963.  Casey  only 
became  chief  executive  in  1974  after  run- 
ning Los  Angeles  Times  Mirror  Co.  He 
has  shuttered  the  Americana  of  San 
Juan,  a  perennial  money-loser,  and 
scrapped  all  hotel  expansion  plans.  To 
emphasize  the  point,  in  October  he  axed 
the  hotel  division's  president  and  re- 
placed him  with  the  airline's  youthful 
controller,  William  P.  Twomey,  35. 


American's  hotel  mess  illustrates  once 
again  what  can  happen  when  a  company, 
unsure  of  itself,  adopts  a  me-too  policy. 
American  went  into  hotels  early,  but 
only  tentatively.  It  wasn't  until  Trans 
World  Airlines  had  acquired  the  highly 
profitable  Hilton  International  and  Unit- 
ed Air  Lines  was  working  its  successful 
merger  with  Western  International  that 


Tarnished:  Its  hotel  business,  says  Casey,  stains  American's  im 
age.  But  getting  out  is  proving  to  be  harder  than  getting  in. 


American  really  took  the  plunge.  But 
there  is  a  right  way  to  do  things  and  a 
wrong  way.  Since  1970  American's  ho- 
tels have  reported  $34  million  in  operat- 
ing and  capital  losses. 

During  the  same  period  Hilton  Inter- 
national earned  $129.4  million  pretax  for 
TWA,  and  United's  hotels  brought  in 
$52.8  million  pretax.  In  1977  TWA 
earned  more  from  hotels  than  it  did  from 
planes,  while  Western  International 
raised  profits  more  than  threefold. 
American's  hotels  meanwhile  hurt  air- 
line profits. 

United  and  TWA  both  bought  existing 
chains.  American  expanded  piecemeal. 
Its  mixed  bag  includes  small  airport  inns, 
huge  downtown  plants  and  plush  resort 
hotels.  "We  have  fat  and  thin  hotels," 
says  Casey.  "We  don't  have  a  chain." 
Lacking  homogeneity,  American's  hotels 


frequently  miss  out  on  pass-along  busi- 
ness from  traveling  salesmen  and  con- 
ventions and  cannot  easily  mount  com- 
mon advertising  campaigns.  "The 
disparity  of  our  units  has  been  an  enor- 
mous handicap,"  says  Casey,  who 
learned  early  about  hotels  as  a  $20-a- 
month  waiter-bartender  during  vaca- 
tions from  Harvard. 

Secondly,  American,  again  unlike  its 
major  competitors,-  which  left  their 
chains  largely  independent,  tried  to  cen- 
tralize management.  Result:  American 
has  had  five  hotel  bosses  in  almost  as 
many  years. 

American's  toughest  problems,  how- 
ever, stem  from  some  terrible  deals  it 
made.  TWA  s  Hilton  International  rarely 
puts  up  equity,  but  collects  guaranteed 
fees  for  its  management  ser- 
vices. American  leases  or 
owns  almost  half  of  its  ho- 
tels. Its  most  painful  deal — 
inked  in  1972 — guaranteed 
$280  million  in  lease  pay- 
ments over  30  years  to 
Loews  Corp.  for  the  Ameri- 
cana hotels  in  San  Juan, 
New  York  City  and  Bal  Har- 
bour, Fla.  There's  no  doubt 
that  city-slicker  Loews  easi- 
ly bested  country-cousin 
American  in  the  deal. 

"It  is  easier  to  get  into  the 
hotel  business  than  it  is  to 
get  out,"  sighs  Casey.  He 
has  bought  up  the  Loews' 
interests  in  Puerto  Rico  to 
get  out  from  under  the  hefty 
lease  payments,  and  he  has 
a  prospective  buyer  for  the 
property.  At  the  end  of  last 
year  American  wrote  down 
the  San  Juan  property  by  an 
additional  $1.8  million,  to  just  $7.7 
million. 

With  Loews  Corp.  late  last  year  offer- 
ing Penn  Central  Transportation  Co.  $45 
million  for  three  New  York  City  hotels 
(the  Barclay,  the  Biltmore  and  the 
Roosevelt),  Casey  hopes  Loews  will  now 
sell  him  the  American  Airlines-run  New 
York  Americana.  "As  owners,"  explains 
Casey,  "we  could  close  down  floors  and 
wouldn't  have  to  run  it  as  a  first-class 
hotel,  as  we  do  under  the  onerous  terms 
of  the  lease. 

"If  I  had  my  druthers,  I  would  rather 
be  in  television  and  broadcasting  than  in 
hotels,'  says  Casey.  Then  his  face  bright- 
ens, and  Casey  says,  "We're  having  such 
a  fantastic  year  in  the  airlines  that  we  like 
to  face  up  to  any  problems." 

One  possible  translation:  Anyone  want 
to  buy  some  hotels?  ■ 
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NOBODY  HATES  A 
WELL  MADE  CAR. 


A  recent  survey  shows  there's  something 
the  average  new  car  owner  doesn't  like  about 
his  car.  And  it's  one  of  the  things  the  average 
new  Volvo  owner  likes  most  about  hisf 

Namely,  the  way  his  car  was  put  together. 

Volvo  owners  can  appreciate  things  like 
a  paint  job  that's  four  coats  deep.  Two  separate 
undercoatings.  And  a  body  whose  inside 
sections  are  protected  with  rust-proofing 
compounds. 

Volvo  has  inner  strengths,  too. 

Like  a  strong,  unitized  body  that  helps 
eliminate  squeaks  and  rattles. 

Overhead  cam  engines  which  are  individ- 
ually hand-assembled  and  bench-tested. 

The  fact  is,  Volvos  are  so  well  built  that 
in  the  past  ten  years  their  average  life  expec- 


tancy in  Sweden  has  increased  by  37%. 
(Latest  projections  show  that  in  Sweden  the 
average  Volvo  will  live  to  the  ripe  old  age  of 
16  years.) 

You  may  not  keep  your  Volvo  that  long, 
but  while  you  do  you'll  be  able  to  appreciate 
the  things  that  make  such  long  life  possible. 

You'll  also  be  able  to  understand  why 
new  Volvo  owners  are  happier  than  the 
owners  of  48  cars  from  G.M.,  Ford,  Chrysler 
and  AMC. 

At  a  time  when  most  Americans  are  fed  up 
with  the  quality  of  new  cars,  we  ask  you:  why 
buy  a  car  there's  a  good  chance  you'll  hate, 
when  you  can  buy  a  car  there's  an  even  better 
chance  you'll  love? 

*Survey  conducted  among  owners  of  new  cars  bought  in  May,  1977. 


976  VOLVO  OF  , 


VOLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


Some 
stand  the 


It's  been  nine  years  since  The  Signal 
Companies  first  saluted  the  United  States 
as  the  greatest  conglomerate  of  all. 

It  was  a  point  worth  making,  because  in  1969 
some  people  were  wondering  if  multi-industry 
companies  were  here  to  stay. 

The  Signal  Companies'  philosophy  of  man- 
agement has  been  to  acquire  companies  with 
strong  management  and  technological  leader- 
ship. So  we  were  confident  that  we  could  meet 
any  challenge. 

Since  then,  we've  proved  our  point  dramati- 
cally. Our  three  major  components— The 
Garrett  Corporation,  Mack  Trucks,  Inc.,  and 
UOP  Inc.— are  all  strong  and  growing  in  their 
respective  industries.  And  our  group  of  other 
investments  is  also  highly  profitable. 

Since  1972— a  difficult  time  for  many  com- 
panies—Signal's sales  have  grown  from  $1.2 
billion  to  $3  billion.  Net  income  has  nearly  tripled 
with  record  earnings  in  three  years  out  of  the  last  five. 
1977  sales  and  earnings  were  records  by  wide  margins. 

Growing  demand  for  heavy-duty  trucks,  pollution  control 
systems  and  energy-saving  aircraft  engines— all  areas  of 

leadership  for  Signal— ensure  that  this  momentum  will  continue 
*  through  1978. 

<Ly    #  \  It  all  adds  up  to  a  good  idea  proven  right. 


One  Sig 


The  Signal  Companies.  M 

ignal  success  leads  to  another. 


[Conglomerates" 
est  of  time. 


irett  Corporation,  Mack  Trucks,  Inc.,  UOP  Inc.,  Signal  Landmark  Properties,  Inc.,  Dunham-Bush,  Inc.,  Precision  Rubber  Products  Corporation, 
pr  investment  interests. 


Getting 
off  the 
Ground 

Man  is 
taking  to 
the  sky 
in  order  to 


communicate 


more  quickly,  economically  and 

reliably  over  long  distances. 

Harris  satellite  communications  systems 

are  helping  -  getting  the  word, 

the  sound  and  the  picture  to  people 

all  over  the  world.  Via  outer  space. 

Write:  Harris  Corporation, 

55  Public  Square,  Cleveland,  Ohio  44113. 


Harris  Satellite  Communications  Terminal 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


Second  Chance 
For  Pennwalt 


Bill  Drake  might  have  been  fired  when  his 

diversification  misfired  at  Pennwalt.  But 

he  wasn't,  and  events  have  vindicated  his  policies. 


Back  in  the  late  Sixties,  Philadelphia's 
venerable  Pennwalt  Corp.,  born  in  1850 
as  the  Pennsylvania  Salt  Manufacturing 
Co.,  suddenly  found  itself  careening  to- 
ward disaster.  Pennwalt  had  unexpect- 
edly emerged  as  one  of  the  chemical 
industry's  more  promising  and  ambitious 
growth  companies,  and  then,  abruptly, 
its  sales  volume  leveled  off,  and  its  prof- 
its, which  had  been  rising  steadily  for  a 
decade,  suddenly  plunged  from  a  high  of 
$2.61  a  share  in  1968  to  $1.16  in  1970.  In 
two  years,  the  price  of  Pennwalt  com- 
mon stock  dropped  from  $68  to  little 
more  than  $17  a  share. 

These  days,  Pennwalt  is  doing  far  bet- 
ter, in  fact  better  than  ever.  But  with  the 
glamour  gone  from  both  chemicals  and 
the  stock  market,  Pennwalt  common  is 
doing  well  to  be  selling  in  the  30s,  and 
the  future,  while  promising,  is  far  from 
assured. 

Even  Pennwalt's  chief  executive,  Wil- 
liam P.  Drake,  the  man  who  had  mount- 


ed Pennwalt's  expansion  in  the  first 
place,  seems  astonished  at  how  quickly 
and  completely  Pennwalt  fell  apart  in  the 
Sixties.  "In  a  lot  of  companies,"  he  ad- 
mitted last  month,  "the  first  thing  the 
board  would  have  done  is  to  kick  me  out. 
I  think  such  companies  are  wrong,  most 
of  them,  when  they  do  it.  Fortunately 
the  board  believed  in  us  and  was  willing 
to  ride  it  through.  We  were  on  the  right 
track,  and  I  think  that's  been  borne  out 
in  the  Seventies." 

From  the  time  he  took  over  as  presi- 
dent in  1955,  Drake  had  wanted  to  free 
the  company  from  the  commodity  cycles 
that  periodically  lacerated  its  earnings. 
His  initial  solution,  like  that  of  other 
chemical  producers,  was  the  obvious 
one:  to  upgrade  his  commodity  chemi- 
cals into  faster-growing,  higher-profit 
chemical  intermediates  and  specialties. 
He  would  take  a  commodity  like  hydro- 
fluoric acid,  say,  and  upgrade  it  into 
specialties  like  Kynar  plastics  or  Isotron 


refrigerants    and    aerosol  propellants. 

"The  plan  we  had  set  was  written  in 
pencil  and  not  in  ink,  and  that's  impor- 
tant because  conditions  change,  Drake 
says.  "Our  fundamental  guideline  was  to 
have  sound  and  consistent  growth  in 
earnings  per  share.  We  said,  in  brief,  our 
plan  is  to  improve  what  we  have,  to 
expand  what  we  have  that  is  good  and  to 
add  new  things." 

But  Drake  didn't  simply  expand  into 
intermediates  and  specialties.  He  also 
began  moving  Pennwalt  into  various 
kinds  of  precision  equipment,  all  sup- 
posedly related  in  some  way  to  the 
chemical  business — Sharpies  centri- 
fuges, for  example,  used  in  removing 
impurities  from  water,  and  Stokes  mold- 
ing equipment,  used  for  making  pharma- 
ceutical tablets.  The  results  were  im- 
pressive. Pennwalt's  earnings  soared 
from  80  cents  per  share  in  1957  to  $2.61 
in  1968,  while  its  return  on  equity  rose 
from  5.59%  to  10.7%. 


Certain  Risks,  Uncertain  Rewards 


Pennwalt  paid  for  its  diversification  into  health  products  and 
precision  equipment  with  a  sharp  drop  in  earnings  in  the  early 
Seventies.  Since  then  it  has  recovered  most  of  the  ground 
it  has  lost.  The  question  is:  Can  it  realize  the  ambitious  sales 
and  earnings  goals  it  has  set  for  itself  for  the  early  1980s? 
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Sacramento's  Vice-Mayor,  Bob 
Matsui,  offered  his  view  of  TV  Guide's 
role.  "TV  Guide  is  one  national  magazine 
that  seems  to  put  everything  together  in 
a  community  as  far  as  television  is  con- 
cerned. The  articles  are  pretty  in-depth. 
I  think  it's  desirable  and  necessary.  In  a 
way,  TV  Guide  might  be  having  a  major 
impact  on  our  society." 


Every  chance  he  gets,  insurance 
man  Maynard  Nelson  swaps  his  business 
suit  for  a  flight  suit  to  pilot  his  restored 
Stearman  biplane.  "I  read  TV  Guide's 
lead  articles','  he  says,  "particularly  the 
ones  that  are  featured  on  the  cover.  I  read 
about  special  programs  to  see  whether  I 
want  to  spend  time  with  them.  I'm  an 
active  kind  of  person.  I  limit  the 
amount  of  television  I  watch'' 


We  toured  Sutter's  Fort  with  Judi 
Porter,  Sacramento's  Director  of  Tourism 
and  a  TV  Guide  reader.  Judi  says,  "I  read 
most  of  the  articles.  They  certainly  are 
extremely  creative  and  informative  as 
well.  I  find  them  fascinating  enough 
that  I  keep  on  buying  if.' 


Jim  Steele,  manager  of  Payless 
Drugs,  told  us,  "We  find  that  people 
who  see  items  in  TV  Guide  do  come 

in  and  ask  for  them.  We've  used 
TV  Guide  on  our  own.  We  feel  it  was 
successful  or  we  wouldn't  have  done  it  so 
many  times.  There's  probably  no  other 
medium  within  our  area  where  you  can 
have  your  name  before  so  many  people'' 


A  young  working  woman.  The  vice-mayor.  Nearly  forty-three 
million  American  adults,  the  biggest  magazine  audience  there  is. 

TV  Guide  tells  people  what  they  want  to  know  about  tele- 
vision. In  a  way  that  makes  them  want  to  read  it.  Week  after  week 
There's  always  something  worth  thinking  about.  TV  Guide  intere 

America  reads 


"You  can  get  tv  listings 
from  the  newspaper." 

How  do  the  readers  feel  about  a  magazine? 
Why  do  they  spend  their  money  and  their  time  to  read  it? 
We  asked  some  TV  Guide  readers  in  Sacramento  to  tell  us. 

Bill  Gaylord  left  the  newspaper  business  to  open 
Gaylord's  Mercantile,  a  19th  century-style  emporium  in 

Old  Sacramento.  "You  can  get  tv  listings  from  the 
newspaper,"  says  Bill.  "But  I  think  the  articles  that 
are  in  TV  Guide  are  the  most  important  feature  of  it. 
It's  interesting  to  have  a  column  like  News  Watch  on  a 
continuing  basis,  needling  the  news  departments  of  the 
tv  networks  to  keep  them  on  their  toes'.' 
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eople.  And  interested  people  respond  to  advertising. 

Make  the  connection  between  your  product  and  the  people 
mo  buy  it.  In  the  magazine  where  advertising  does  what  it's 
upposed  to. 

Sell  to  America  in  America's  best  selling  magazine. 


r  V  Guide. 
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Drake  Of  Pennwalt:  "If  we  omitted  a  dividend,  I  wouldn't  want  to  be  around  the  year  we  did,  and  I  wouldn't  be  the  year  after.' 


With  the  Sharpies  and  Stokes  acquisi- 
tions a  success,  Drake  decided  to  add  a 
third  leg  to  Pennwalt's  base  by  moving 
the  company  into  the  booming  health 
products  business.  As  a  start,  in  1966  he 
acquired  the  century-old  S.S.  White 
Dental  Manufacturing  Co.  "S.S.  White 
put  us  in  a  very  strong  position, 
namewise,  in  the  dental  business.  I  em- 
phasize nameuAse,"  Drake  goes  on,  "be- 
cause we  found  that  in  some  respects 
that  s  largely  what  we  acquired.  The 
company  needed  modernization,  both 
plantwise  and  personnelwise."  In  the 
end,  it  also  needed  virtually  a  whole  new 
line,  productwise. 

With  White's  problems  still  unre- 
solved, Drake  also  moved  into  pharma- 
ceuticals with  the  1968  acquisition  of 
Wallace  &  Tiernan,  which  had  a  solid,  if 
small,  position  in  antiobesity  and  cough- 
suppressant  drugs  .<>  w  ell  as  a  handful  of 
successful  proprietary  products  like 
Cruex,  Desenex  and  Allerest.  "If  you 
want  an  acquisition,  Drake  says  a  little 
wryly,  "you  take  it  when  it's  available, 
not  when  it  fits  into  your  schedule. 

Moving  into  Wallace  &  Tiernan 
proved  very  nearly  as  thorny  a  problem 
to  Drake  as  the  White  deal:  Some  execu- 
tives died,  some  quit,  some  retired,  and 
by  the  time  the  merger  was  completed, 
only  three  of  Wallace  &  Tiernan's  60- 
man  headquarters  staff  remained  with 
the  company.  "We  didn't  have  man)  lop 
people  around  who  knew  anything  about 
the  business,"  Drake  says.   "We  got 


our  bellyful  of  acquisition  indigestion." 

The  indigestion  might  not  have  been 
so  painful  except  that  as  Drake  began 
absorbing  his  two  big  acquisitions,  Penn- 
walt s  basic  chemical  business  ran  into 
one  of  those  cyclical  downturns  that  had 
prompted  Drake  to  diversify  in  the  first 
place.  And  the  fat  was  in  the  fire. 

Instead  of  losing  his  job,  Drake  got  a 
second  chance  to  prove  the  soundness  of 
his  plan  for  the  company.  And  funda- 
mentally sound  it  turned  out  to  be.  In 
addition  to  pharmaceuticals,  Wallace  & 
Tiernan  had  an  important  position  in 
organic  peroxides  that  provided  Penn- 
walt with  another  highly  profitable  and 
last-growing  chemical  product.  Nearly  as 
important,  it  also  had  a  major  position  in 
chlorinators  used  in  water  purification 
which,  as  the  environmental  movement 
gained  momentum,  began  to  profit 
hugely. 

Ironically,  when  the  turnaround  in 
Pennwalt  s  fortunes  began  in  1973,  it  was 
powered  by  the  considerable  strength  of 
Pennwalt's  chemical  operations — in 
caustic  chlorine  and  sodium  chlorate  for 
the  pulp  and  paper  industry,  in  organic 
peroxides  for  the  plastics  industry  and  in 
mercaptans  for  everything  from  pesti- 
cides to  odorants  for  natural  gas.  Be- 
tween 1971  and  1976  all  of  them  began  to 
pay  off.  But  though  Drake  reduced 
chemicals  to  less  than  55%  of  Pennwalt's 
$750  million  in  sales,  by  1976  they  were 
still  yielding  over  70%  of  its  pretax  prof- 
its. It  is  an  open  question,  then,  whether 


Pennwalt  might  not  more  effectively 
have  dedicated  its  limited  financial  and 
managerial  resources  to  the  chemical  in- 
dustry alone. 

"I  think  what  we  did  will  justify  itself  a 
lot  more  in  the  next  five  years  than  it  has 
in  the  last  five,"  Drake  says,  refusing  to 
concede  anything.  "Health  has  fallen 
short  of  our  expectation  to  date,  but 
we're  beginning  to  gain  ground."  Drake 
now  expects  Pennwalt's  pharmaceutical 
operations  to  begin  paving  off  big  in  the 
early  1980s. 

Drake  is  retiring  this  April  at  the  age 
of  65  in  favor  of  either  his  president, 
Seymour  Preston,  or  his  vice  chairman, 
Edwin  Tuttle — he  refuses  as  yet  to  say 
which — and  he  clearly  believes  he's  leav- 
ing them  something  pretty  solid  to  build 
on.  Preston  and  Tuttle  have  already  set 
some  ambitious  goals  for  the  company. 
For  1981:  $1.25  billion  in  sales,  a  60% 
gain  over  1976;  a  return  on  equity  of  17% 
os.  12%  in  1976;  earnings  of  $8  a  share, 
up  125%  over  1976.  "Those  are  targets, 
not  projections,"  Drake  says,  "but  they 
seem  realizable  ones." 

To  meet  those  goals,  Pennwalt  will 
require  an  average  annual  increase  in 
earnings  of  17.5%,  and  that's  greater 
than  the  company  has  managed  in  either 
1977  or  1976.  Experience  has  taught 
Drake  that  flexibility  is  as  important  as 
anything  else.  "If  the  goals  turn  out  not 
to  be  what  we  hope,"  he  says,  "we  ll  shift 
direction.  That's  the  advantage  of  using 
pencil  instead  of  ink.  ■ 
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Amy  two  sheets  of  plastic  film  only  5  thousandths 
if  an  inch  thick  stopped  a  charging  bull. 


It  took  place  in  Nimes,  France,  one  of  the  world's  oldest 
lllrings.  We  stretched  two  sheets  of  our  plastic  film  between  a 
atador  and  an  eight-hundred  pound  fighting  bull. 

The  bull  charged  full  tilt  into  the  transparent  film  barrier, 
nd,  although  each  sheet  was  only  five  thousandths  of  an  inch 
ick,  the  bull  was  stopped  in  midcharge. 

Each  of  these  amazing  sheets  is  actually  made  of  two 
fferent  plastics-nylon  and  Surlyn*-extruded  simultaneously  in 
ree  layers:  nylon-Surlyn*-Surlyn.*  Each  resin  imparts  a  dif- 
rent  characteristic  to  the  film.  The  special  technology  required 
extrude  these  different  plastics  all  at  the  same  time-and  have 
em  adhere- was  pioneered  by  St.  Regis. 

Why  did  we  develop  such  a  sophisticated  film?  Certainly  not 
r  an  ordinary  problem. 

No,  this  filrn  was  built  to  wrap  subprimal  cuts  of  meat-cuts 
rger  than  a  steak  and  smaller  than  a  side  of  beef.  Subprimals 
e  the  latest  marketing  method  in  the  meat  industry:  go  to 
ibprimal  cuts  in  a  centralized  plant,  ship  them  out  to  individual 
ipermarkets  and  let  them  break  them  down  from  there.  The 
ea  is  to  help  reduce  the  cost  of  distribution.  And  cut  down  on 
aste  due  to  spoilage.  Since  any  oxygen  reaching  the  meat 
iring  shipment  will  contribute  to  spoilage,  these  valuable  sub- 
imal  cuts  have  to  be  vacuum-packed  in  a  packaging  material 
at's  not  only  extremely  tough,  but  also  has  high  oxygen 
inner  properties. 

5g.  U.S.  Pat.  &T.M.  Office  For  DuPont's (onomer  Resin. 


But  this  is  just  one  of  the  markets  St.  Regis  serves  with 
plastic  film. 

For  instance,  we're  one  of  the  world's  largest  makers  of  plas- 
tic bread  bags  and  plastic  packaging  for  the  snack  food  industry. 

And  all  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper,  lumber  and  construction  prod- 
ucts. To  use  the  full  weight  of  our  technology  in  serving 
our  markets  and  in  renewing  the  forest  resource  our  products 
come  from. 

St.  Regis — serving  Man  and  Nature. 
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Tells  us  who 


ght  for  the  job  right 


now. 


oyees  around  the  world.  We 
ixamine  4,000  separate  and  dis- 
criteria  for  each  individual, 
ugh  a  non-computerized, 
:ident-light  card  system. 

ps  usselect  qualified  people  for 
lotions,  transfers  and  special 
jnments  by  giving  us  a  quick, 
rate  summary  of  their  skills,  ex- 
!nce  and  interests. 


Everybody  wins.  CHRIS  offers  our 
employees  new  opportunities  to 
be  considered  for  promotion.  They 
try  harder.  Our  customers  are  bet- 
ter served. 

Doing  something  about  developing 
human  resources  is  one  of  the 
reasons  why  Case  is  one  of  the  world 
leaders  in  machinery  for  construc- 
tion and  farming. 


For  a  comprehensive  new  brochure 
about  J  I  Case,  its  total  operations 
and  product  lines,  write:  Communi- 
cations and  Public  Affairs,  J  I  Case 
Co.,  Dept.  OFC3,  700  State  Street, 
Racine,  Wisconsin  53404. 


J I  Case 

A  Tenneco  Company 


[tennecoj 
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Money  Mellows 


It  is  our  conviction  that 
nothing  enhances  the  flavor  of 
money  so  much  as  carefully  controlled 
cultivation.  It  mellows  best  when  nothing 
is  left  to  chance,  when  the  full  bouquet  of 
its  possibilities  is  meticulously  planned. 

We  at  Girard  can  design  a  Cash 
Management  System  for  you  that  is  pre- 
eminently professional,  uniquely  yours. 
May  we  discuss  with  you  the  fine 
points  of  effective  money  management— 
connoisseur  to  connoisseur. 
Call  us.  More  specifically,  _ 
call  Marshall  Soura,  ^-'iEfll 
Vice  President, 
Cash  Management, 
215-585-2935. 


GIRARD 
BANK 


PHILADELPHIA  •  LONDON  •  MEXICO  CITY  •  SINGAPORE  •  ZURICH  •  GIRARD  INTERNATIONAL  BANK,  NEW  YORK 


Macy's  Ed  Finkelstein:  First  in  California,  now  in  New  York,  the  Harvard-educated  retailer  recaptures  style — and  profit. 

This  Is  Show  Biz 


By  changing  its  cavernous  New  York  store  from  a  virtual  ware- 
house into  a  kind  of  theater,  Ed  Finkelstein  has  helped  produce 
a  real  turnaround  at  the  formerly  lagging  R.H.  Macy  &  Co. 


By  JAMES  O'HANLON 

The  comeback  story  of  the  year  in 
New  York  is  not  about  a  baseball  team  or 
a  politician.  It's  about  a  department 
store.  Since  1976  R.H.  Macy  &  Co.,  the 
76-unit  nationwide  retail  chain  has  sunk 
$10  million  into  renovating  its  relic  flag- 
ship— the  l-million-square-foot  Herald 
Square  store  in  Manhattan,  an  ancient 
hulk  that  takes  up  the  entire  block  on  the 
north  side  of  34th  Street  between  Broad- 
way and  Seventh  Avenue.  Analyst  Jef- 
frey Feiner  of  Merrill  Lynch  says  that 
Macy's  New  York  division  surpassed  the 
record  11.1%  Christmas  sales  gain  for 
big  New  York  City  stores  by  "a  couple  of 
percentage  points." 

Since  Edward  Finkelstein  became 
president  of  Macy's  New  York  division 
in  1974,  the  Herald  Square  store  has 
changed  from  a  dolorous  bargain- tabled 
cavern  to  a  bustling  middle-income 
fashion  center.  Lately  more  career  girls 
are  showing  up  for  a  serious  Saturday 


(and  now  Sunday)  of  shopping  at 
Macy's  34th  Street  than  at  any  time  in 
the  last  decade. 

The  bottom  line  is  beginning  to  show 
the  change.  Joseph  Ellis  of  Goldman, 
Sachs  estimates  that  Macy's  New  York 
division  produced  a  12%  sales  gain  in 
1977 — "far  better"  than  other  New  York 
stores — while  operating  at  a  "moderate" 
profit  after  three  losing  years.  With  such 
unaccustomed  support,  Macy's  two  pow- 
erhouse divisions — Macy's  California 
and  Bamberger's  in  New  Jersey  (estimat- 
ed to  account  for  over  75%  of  corporate 
profits  between  them) — muscled  a  $10- 
million  overall  net  income  improvement 
to  $52.7  million  on  sales  up  13%  to  $1.6 
billion.  Forbes'  industry  averages  for 
the  latest  available  12  months  (Jan.  9) 
shows  a  15.3%  return  on  equity  for 
Macy's,  3%  above  the  median  return  for 
big  department  stores.  In  comparison, 
twice-as-big  Federated  Department 
Stores  and  same-size  Carter  Hawley 
Hale,  two  chains  also  catering  to  middle- 


income  customers,  did  worse,  returning 
14.2%  and  11.3%,  respectively. 

For  Macy's  the  Herald  Square  turn- 
around has  been  as  important  symboli- 
cally as  it  has  been  financially.  The  76- 
year-old  20-story  store  (ten  selling  floors) 
was  once  a  legendary  showplace  for  tour- 
ists as  well  as  a  Shangri-la  for  shoppers, 
stressing  promotion  to  low  middle-in- 
come pricing  and  perfunctory  "rack-'em- 
stack-'em"  merchandising.  Six  days  a 
week  the  24-foot-high  main  floor,  its 
thick  art  deco  columns  and  mezzanine 
wrought  iron  caked  with  age  and 
thoughtless  camouflage  was  a  Circus 
Maximus  of  bargain  hunters  and  the 
style-conscious  alike. 

Then  as  its  middle-income  regulars 
left  for  the  suburbs,  34th  Street  new- 
comers like  Korvettes  drew  away  bargain 
customers  with  stores  fully  geared  to 
promotional  operations  The  area's  com- 
mercial veneer  continued  to  chip  and 
crack  as  hotels  closed  and  massage  par- 
lors, muggings  and  prostitution  moved 
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"Statements":  In  the  redone  domestics  and  furniture  departments  at  Macy's  Herald  Square,  "the  eye  leads  the  customer. 


in.  A  generation  away  on  East  60th 
Street,  Federated's  Bloomingdale's 
struck  a  high-fashion  note  and  "traded- 
up"  the  middle-income  spender.  Soon 
the  word  on  Macy's  Herald  Square  said 
it  was  old,  vitiated  and  Nobody  Went 
There  Anymore. 

Luckily,  some  of  Macy  s  other  divi- 
sions were  doing  better.  In  New  Jersey, 
the  Bamberger  chain  led  by  Herbert  L. 


Seegal  was  picking  up  some  of  the  same 
customers  lost  by  Macy's  New  York. 
Adding  11  new  stores  in  ten  years,  Bam- 
berger's dominated  New  Jersey  and  es- 
tablished itself  as  Macy's  profit  leader. 

Under  Seegal,  Bamberger's  became 
known  for  innovative  customer-respon- 
sive marketing  and  for  developing  a  cad- 
re of  strong,  creative  managers.  Mark 
Handler,  the  current  president  of  Bam- 


berger's, trained  under  Seegal,  as  did 
Herbert  Friedman,  the  current  presi- 
dent of  Macy's  11-store  Davison's  chain 
in  Georgia,  and  Harold  Olsen,  the  re- 
cently appointed  head  of  Macy's  lagging 
11-store  Missouri  division. 

But  the  prize  Seegal  pupil  was  the 
softly  intense  Harvard-educated  Finkel- 
stein,  now  52,  architect  of  the  new  Her- 
ald Square  store.  Finkelstein  showed  his 
stuff  in  1968,  when  he  left  Bamberger's 
to  turn  Macy's  struggling  California  divi- 
sion into  a  solid  profitmaker — using 
some  of  the  same  merchandising  innova- 
tions he  later  sprang  on  New  York.  In 
1974  after  a  round  robin  of  corporate 
leadership  changes  established  nonmer- 
chant  Donald  B.  Smiley,  a  former  law- 
yer, in  charge  of  Macy's  corporate  purse 
strings  (as  board  chairman)  and  made 
Seegal  corporate  president,  Finkelstein 
was  summoned  to  save  the  New  York 
store.  And  save  it  he  did. 

Touring  the  half-redone  Herald 
Square  store  with  the  precise  30-year 
Macy  employee  is  a  course  in  modem 
merchandising.  For  example,  gone  are 
the  dreary  bargain-basement  tables  of 
budget  dresses  and  sportswear  with 
which  pre-Finkelstein  leadership  tried 
to  forestall  the  competitive  pull  of  near- 
by Korvettes  and  Gimbels.  As  elsewhere 
in  the'  store,  Finkelstein  has  deempha- 
sized  budget  shopping — here  with  a  re- 
peat of  a  California  success  called  "The 
Cellar."  It  is  a  brightly  lit,  amorphously 
structured  "housewares"  bazaar  set  to 
one  side  of  a  20-foot-wide  avenue  that 
runs  the  length  of  the  city-block-long 
basement.  In  "The  Cellar"  Finkelstein 
and  his  merchants  do  their  version  of  a 
merchandising  technique  sometimes 
called  "going  narrow  and  deep"  with  a 
product.  Instead  of  sales  tables  or  display 
cases  cluttered  with  various  sorts  of  cof- 
fee pots,  for  example,  along  with  sundry 
accessories,  a  full  inventory  of  one  care- 


Overseer:  From  Macy's  13th-floor  corporate  headquarters  above  its  Herald  Square 
store,  Chairman  Donald  Smiley,  62,  gave  Finkelstein  a  $10-million-plus  go-ahead. 
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a  sixth-floor  "swing"  shop  mixes  utility  and  fashion,  while  in  "The  Cellar"  P.J.  Clarke's  serves  beer  and  burgers. 


fully  selected  product  may  be  stacked 
from  the  floor  so  that  its  packaging  alone 
creates  a  casual,  eye-catching  display.  In 
one  corner  of  "The  Cellar"  stands  a 
i  waist-high  stack  of  packaged  Chinese 
woks  on  which  some  unpackaged  woks, 
colorful  chinaware,  teapots,  chopsticks 
and  cookbooks  "make  a  statement"  about 
how  easily  Macy  s  can  put  a  customer 
into  the  Chinese  cooking  business. 

It  is  a  look  long  familiar  to  devotees  of 
uptown  fashion  stores.  Bloomingdale's 
practically  invented  it  over  a  decade  ago. 
But  the  technique  was  made  for  a  huge 
space  such  as  the  Herald  Square  store. 

Using  the  words  "fashion"  and  "show- 
manship," the  energetic  Finkelstein 
moves  quickly  among  freestanding  swirls 
of  product  displays.  Stopping  at  an  area 
devoted  to  cutlery  and  accessories,  he 
says,  "In  this  relatively  small  area  we  can 
take  a  classification  [a  type  of  merchan- 
dise such  as  cutlery  or  blue  jeans]  and 
make  it  clear  from  across  the  room  that 
we  understand  this  business." 

Across  the  underground  avenue  are 
Finkelstein's  other  "Cellar"  innovations: 
an  11,000-square-foot  gourmet  food  shop 
including  fresh  vegetables  and  fruits;  a 
snug  replica  of  a  19th-century  English 
pharmacy  called  "The  Apothecary"  that 
has  replaced  an  unprofitable  3,800- 
square-foot  discount  drug  business. 
There  is  also  a  pottery  shop  with  a  full- 
time  potter  that  currently  takes  more 
space  than  originally  allotted  because  of 
its  surprising  volume;  a  contemporary 
art  gallery;  a  replica  of  P.J.  Clarke's,  a 
popular  East  Side  bar,  where  a  weary 
shopper  can  get  a  hamburger  and  a  beer. 

Simultaneous  with  the  addition  of 
"The  Cellar"  in  late  1976,  Finkelstein 
turned  Macy's  huge  sixth  floor  into  a 
colorful  fair  of  designer  sheets,  pillow- 
cases, tablecloths  and  towels.  There  are 
few  signs  but  plenty  of  drama.  Above 
softly  lit  bedding  displays,  inventory 


shelves  advertise  themselves  in  dramatic 
"statements"  of  red,  blue,  green:  "We 
just  let  the  eye  lead  the  people,"  says 
Finkelstein.  "Here  you  know  you  are  in 
the  bedroom.  Over  there  you  are  in  the 
bath.  We  have  made  use  of  the  tremen- 
dous space  we  have  in  this  store." 

Under  Finkelstein  Macy's  huge  old 
Herald  Square  furniture  department  has 
metamorphosed  into  a  theater  of  spec- 
tacular designer-room  settings,  featuring 
a  furniture  selection  more  fashionable 
and  somewhat  more  expensive  than  in 
the  past. 

Finkelstein's  proudest  achievement  to 
date,  it  may  be,  has  been  on  the  fourth 
floor,  especially  its  high-margined  junior 
women's  department.  Again,  each  cate- 
gory of  clothing  in  the  department  (teen- 
age girls  to  young  women)  is  set  apart  in 
an  arresting,  sophisticated  "statement." 
Each  is  carefully  defined  by  wide  aisles 
and  individual  monotone  color  schemes 
from  carpet  to  ceiling  and  given  a  sharp 
edge  by  futuristic  aluminum  and  Plexi- 
glas  fixtures.  A  bright  selection  of  casual 
dresses  gets  greater  visibility  from  a  gar- 
den-like, two-tiered  display.  Says  Fin- 
kelstein, "Since  this  floor  opened  last 
year  our  junior  department  has  shown  a 
60%-to-90%  increase  in  year-to-year 
sales  for  each  week.  " 

The  energetic  executive  points  out 
"swing"  areas  where  winter  scarves  and 
sweaters  might  be  sold  one  month,  bath- 
ing suits  the  next,  according  to  season  or 
unexpected  demand. 

Shops  spring  up  in  and  around  the 
basic  junior  sportswear  business  as  easily 
as  fast-food  and  specialty  stores  evolve 
around  a  shopping  center.  "There's  a 
place  to  eat,  a  place  to  buy  shoes.  We 
put  in  as  many  peripheral  businesses  as 
have  meaning  to  our  customers.  "  On  the 
fourth  floor  alone,  Finkelstein  points  out 
an  exercise  shop,  a  yogurt  bar,  a  haircut- 
ting  shop-in-construction  and  an  alcove 


full  of  accessories  (bags,  beads,  hats, 
scarves,  etc.).  "A  year  ago  we  thought  we 
were  doing  well  when  we  hit  $7,000  a 
week  with  junior  accessories.  This  year 
we've  been  doing  $30,000." 

Up  on  the  13th  floor  in  Macy's  corpo- 
rate headquarters,  soft-spoken  Board 
Chairman  Donald  Smiley,  62,  is  a  true 
believer  in  the  Finkelstein  way.  "It's  not 
that  we've  gotten  over  being  a  value 
store,"  he  says,  "but  that  we  decided  to 
project  a  fashion  image." 

One  change- Smiley  notes  is  the  deem- 
phasis  on  big  appliances  (stoves,  refriger- 
ators and  washing  machines)  that  are 
expensive  to  handle  and  produce  a  low 
return  on  floor  space.  More  profitable 
soft  goods  has  increased  in  recent  years 
from  55%  to  63%  of  total  sales. 

The  new  spirit  of  Herald  Square  has 
spread  throughout  the  company.  Near 
Princeton,  N.J.,  where  a  221,000- 
square-foot  Bamberger's  commands  the 
modern  Quaker  Bridge  shopping  mall, 
store  manager  Leslie  Cohen  points  out  a 
"Cellar  "-like  housewares  display  just  in- 
side one  of  the  main  entrances.  At  the 
freshly  renovated  White  Plains  store  in 
the  New  York  division,  Manager  Dick 
Schwartz  points  to  his  "Cellar"  on  the 
third  floor.  On  the  same  floor,  in  what 
used  to  be  a  promotional  area  for  inex- 
pensive china,  fine  crystal  is  dramatically 
spotlighted  against  a  jet  black  back- 
ground in  a  modernistic  rotunda. 

Is  this  merchandising?  Or  is  it  show 
business?  It's  a  blend  of  the  two.  In  an 
age  when  most  Americans  have  long 
since  satisfied  their  basic  wants,  it's  im- 
portant that  shopping  be  made  pleasur- 
able, exciting  in  its  own  right,  that  it  be 
entertainment.  Edward  Finkelstein  and 
Macy's  entire  top  management  under- 
stand that.  At  Herald  Square  they  have 
changed  Macy's  from  a  giant  warehouse 
into  a  giant  theater.  So  far,  with  impres- 
sive bottom-line  results.  ■ 
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When  Customers  Talk,  He  Listens:  That  helps  Ted  ]ones  run  one  of  the  U.S.'  most  profitable  brokerage  firms. 


Scratching  For  Business 

Selling  securities?  It's  just  like  raising  chickens,  says  Ted  Jones,  who  runs 
both  a  successful  Missouri  farm  and  a  spectacularly  successful  brokerage  firm. 


By  PAUL  STURM 

In  SPITE  OF  recent  tighten-the-ranks 
mergers,  many  major  brokerage  houses 
are  still  losing  money,  hit  by  the  double 
whammy  of  a  declining  stock  market  and 
shrinking  commission  rates.  Wall  Street, 
thy  name  is  gloom. 

In  Hazelwood,  Mo.,  20  miles  from 
downtown  St.  Louis,  the  mood  is  quite 
different.  There  Edward  D.  Jones  &  Co. 
presides  over  a  network  of  208  securities 
offices,  second  in  number  only  to  Merrill 
Lynch,  and  business  is  very  good  in- 
deed. In  1977  the  firm  posted  record 
$16.3-million  revenues,  and  its  26  gener- 
al partners  each  earned  a  50%-plus  pre- 
tax return  on  his  equity  capital. 

As  with  most  trend-bucking  outfits, 
Jones  operates  in  a  niche  all  its  own. 
Shunning  metropolitan  areas,  it  spots 
branches  exclusively  in  small  communi- 
ties like  Mexico,  Mo.,  Moses  Lake, 
Wash,  and  Piqua,  Ohio.  All  but  a  hand- 
ful are  one-man  shops.  And  typically,  the 
only  local  competition  comes  from  thrift 
institutions  or  traveling  mutual  fund 
salesmen. 

Being  king  of  the  hinterlands  pays  off. 
Last  year,  the  average  broker  in  Jones 
26-state  territory  earned  over  $30,000, 
down  slightly  from  a  record  1976  but  still 
enough  to  bankroll  a  comfortable  small- 
town lifestyle  (see  box,  following  page). 
The  firm  stays  profitable  because  of  an 


unusually  large  order  size:  Its  average 
commission  per  transaction  is  $140 — 
nearly  twice  the  figure  for  most  national 
brokerage  houses.  Jones'  overhead,  of 
course,  is  far  lower. 

Marketing  directly  to  affluent  farmers 
and  small  businessmen  is  central  to 
Jones'  success,  but  so  is  its  conservative 
investment  philosophy.  "Personally,  I 
don't  speculate;  and  we  don't  cater  to 
those  who  do,"  says  managing  partner 
Edward  (Ted)  Jones  Jr.,  52,  who  com- 
mutes the  75  miles  to  the  firm's  subur- 
ban offices  from  his  own  740-acre  farm  in 
a  Mercedes  diesel.  To  put  teeth  in  this 
edict,  Jones  pays  no  commissions  on  op- 
tions orders,  which  are  many  brokers' 
most  profitable  business.  Similarly,  he 
discourages  commodities  trading,  de- 
spite its  popularity  in  the  farm  belt.  (One 
technique  Jones  abhors  is  the  "Texas 
hedge":  A  farmer  adds  to  his  own  crop 
risk  by  going  long  in  futures.) 

Instead,  Jones'  men  sell  decidedly 
low-risk  securities.  They  peddle  bonds 
that  offer  a  better  return  than  country- 
bank  savings  accounts,  high-yielding 
utility  stocks  and  shares  in  low-multiple 
companies  that  combine  safe  dividends 
and  growth  potential.  Two  current  favor- 
ites are  Morrison,  Inc.,  the  Alabama 
cafeteria  chain  (see  p.  55),  and  Kansas 
City  candymaker  Russell  Stover.  The 
firm's  order  mix  typifies  small-investor 
portfolios:  Its  business  comes  40%  from 


bonds  and  40%  from  stocks,  with  the 
remainder  in  sales  of  mutual  funds  and 
real  estate  limited  partnerships. 

A  typical  Jones  customer  might  be  a 
hard-working  50-year-old  wheat  farmer 
or  the  proprietor  of  a  small  business. 
Since  Jones'  60,000  "active"  accounts 
trade  less  than  twice  yearly,  however,  its 
salesmen  must  continually  prospect  for 
business.  Last  year,  they  averaged  over 
two  new  customers  every  week— an  in- 
dustry record.  That  means  a  Jones 
broker's  day  isn't  at  all  like  that  of  his 
big-city  counterparts.  His  office  is  usual- 
ly a  two-room  storefront  with  just  a  tele- 
type link  to  the  firm's  traders.  Since  he 
can  t  watch  a  ticker  or  telephone  break- 
ing news  to  clients  in  hopes  of  a  quick 
trade,  the  Jones  man  is  apt  to  be  out 
calling  on  potential  investors.  He'll  extol 
the  virtues  of  tax-free  securities  or  urge 
clients  to  take  advantage  of  the  $100- 
dividend-income  tax  exclusion  by  own- 
ing at  least  100  shares  in  a  local  utility. 

Ted  Jones  learned  the  business  that 
way.  He  grew  up  wealthy  in  St.  Louis, 
heir  to  the  family's  107-year-old  firm, 
but  he  preferred  weekends  on  the  farm 
and  packed  off  to  the  University  of  Mis- 
souri to  study  agriculture.  After  a  stint 
working  on  Wall  Street  (and  rooming  on 
Park  Avenue  with  Gabriel  Hauge,  now 
chairman  of  Manufacturers  Hanover 
Corp.),  he  worked  a  territory  in  rural 
Illinois  and  soon  decided  to  position 
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Jones  &  Co.  as  a  specialist  in  small-town 
marketing. 

"People  running  brokerage  houses  are 
a  pretty  stupid  bunch,"  he  says,  blue 
eyes  twinkling.  "For  years  they  thought 
they  were  providing  economic  value  by 
overcharging  and  offering  something 
called  research.'  This  business  isn't 
flying  up  to  Boston  to  talk  about  some 
report  of  rim-ramming  customers  into 
trading  more  than  they  ought  to.  It's  just 
selling  good  securities  to  people.  That  s 
all  we  do,  we  get  a  fair  price  for  doing 
it — and  we  make  money. " 

In  the  past  five  years,  Jones'  firm  has 
doubled  in  size,  and  during  1978  he 
hopes  to  add  50  new  brokers — mostly  in 
the  Pacific  Northwest.  "We've  opened 
enough  branches  that  we  know  exactly 
how  it's  done,  says  partner  John  Bach- 
mann.  "We  can  pick  out  a  town,  train  a 
guy,  tell  him  what  clubs  to  join  and  help 
him  build  a  customer  base.  The  lure  of 
country  living  makes  recruiting  easy;  and 
Jones  has  a  low  10%  annual  turnover, 
one-third  the  rate  of  most  firms. 

This  homespun  approach  works  for 
corporate  clients,  too.  Since  1974  Cin- 
cinnati's D.H.  Baldwin  has  used  Jones' 
best-efforts  underwritings  to  place  $27 
million  in  debt.  Jones  tailored  the  securi- 
ties to  its  customers'  needs  with  guaran- 
teed buy- backs  if  a  bondholder  dies. 
"We're  delighted  with  the  deal,"  says 
Baldwin  President  Morley  Thompson. 
"We  wanted  to  sell  our  securities  to  peo- 
ple, not  institutions."  Likewise,  Las  Ve- 
gas' Southwest  Gas  turned  to  Jones  for  a 
$12-million  note  sale  when  the  firm  of- 
fered a  better  rate  than  the  private  place- 
ment market.  "They  flew  in  here  and 
really  checked  us  out,"  says  Klaus  Bach- 
enheimer,  the  utility's  senior  vice  presi- 
dent. "It  was  the  first  time  we've  even 
had  a  due  diligence  meeting  with  under- 
writers that  wasn't  just  lunch  at  some 
financial  club.  " 

Ted  Jones,  of  course,  isn't  about  to 
challenge  Wall  Street  houses  for  major 
deals.  Instead,  he's  content  to  remain 
profitable  while  other  brokerage  firms 
crumble.  Since  1970  his  firm's  earnings 
have  tripled,  and  Jones  hopes  to  contin- 
ue that  trend.  "This  business,"  he  con- 
cludes, citing  his  formal  training  in  poul- 
try husbandry,  "is  exactly  like  raising 
chickens.  Only  two  flock  sizes  are  eco- 
nomical. You  can  have  60,000,  in  which 
case  you'll  need  a  full-time  vet,  truckload 
feed  buying  and  wholesale  marketing. 
But  your  unit  cost  will  be  very  low.  Or 
you  can  have  six  chickens.  They'll  find 
their  own  food  in  the  barnyard;  you  can 
use  the  eggs  yourself — and  the  unit  cost 
will  be  just  as  low.  Anything  in  between, 
and  you'll  go  broke. 

"That's  the  difference  between  us  and 
Merrill  Lynch.  They  have  big  offices, 
expensive  quote  machines  and  all  the 
trimmings.  We  just  put  our  guys  out 
there  and  let  em  scratch."  ■ 


One-Man  Office:  In  Hays,  Kan.  Darrell  Seibel  fields  a  customer's  query. 


Bringing  Wall  Street  To  Main  Street 

If  Wall  Street  handed  out  awards  to  All- American  brokers,  43-year-old  Darrell 
Seibel  would  surely  get  one.  His  office,  one  floor  above  the  Farmers  State 
Bank,  is  on  Main  Street  in  downtown  Hays,  Kan.  (pop.:  15,400),  midway 
between  Kansas  City  and  Denver.  Over  the  years,  Seibel  has  been  Exalted 
Buler  of  the  local  Elks  Lodge,  president  of  the  Botary  Club,  active  in  the 
Knights  of  Columbus  and  Chamber  of  Commerce  and  head  of  the  21,000- 
member  Fort  Hays  state  college  alumni  association.  His  seven  children  rival 
television  s  Walton  clan  for  wholesomeness:  Three  sons  are  state-ranked  cross- 
country runners;  two  daughters  show  Appaloosa  horses. 

There  isn't  a  typical  Edward  D.  Jones  broker,  but  Seibel  comes  close.  He 
serves  something  over  500  clients  in  an  80-mile  radius,  handling  everything 
from  10-share  sales  of  Baxter  Travenol  (stock-option  purchases  by  workers  in 
its  local  plant)  to  $100,000  bond  orders  for  well-to-do  farmers  or  oilmen.  A 
former  elementary  school  teacher  who  now  earns  well  over  the  $30,000 
average  for  Jones  brokers,  Seibel  s  lavish  six-bedroom  home  proclaims  his 
affluence.  His  appearance  is  far  from  country  (aviator  glasses,  pin-striped  suits 
and  an  expensive  gold  watch),  but  his  investment  philosophy  mirrors  Jones  & 
Co.  s  conservatism.  On  his  office  wall,  instead  of  the  usual  framed  tombstone 
ads,  there  is  a  picture  of  ominous  storm  clouds  over  a  nearly  ripe  wheatfield. 
"When  a  guy  could  lose  his  year  s  income  if  hail  hits  his  crops  or  a  blizzard 
freezes  his  cattle,  he  shouldn't  speculate,"  Seibel  says. 

Seibel  grew  up  near  Hays,  and  his  15-year  Jones  tenure  makes  him  a 
community  fixture.  But  younger  men  who  start  cold  where  there  has  never 
before  been  a  brokerage  office  have  to  hustle.  "I  had  to  build  up  my  client  base 
in  outlying  areas  first,"  says  Mike  Esser,  a  29-year-old  Wharton  M.B.A.  who 
opened  the  Jones  office  in  Ottawa,  Kan.  (pop.:  11,000)  just  two  years  ago. 
"Everyone  in  town  just  sat  around  waiting  for  me  to  go  broke." 

Typically,  while  Seibel  gets  most  of  his  orders  through  referrals  or  contacts 
with  old  customers,  Esser  must  knock  on  doors:  "I  drive  up  to  a  farmhouse,  tell 
them  who  I  am  and  try  to  get  acquainted.  The  first  time  we  talk  about  their 
farm — not  money.  Then  maybe  I'll  mail  them  something  about  government 
bonds  or  utility  stocks.  When  I  go  out  again,  they're  usually  ready  to  start 
talking  about  investments." 

Dwight  Erskine,  33,  left  his  job  as  a  bond  salesman  at  First  National  Bank  of 
Chicago  to  become  a  Jones  broker  in  Effingham,  111.  (pop.:  10,800).  T  try  to  be 
as  active  in  civic  affairs  as  possible,"  he  says.  "That  way  I  probably  meet  40  new 
people  every  week — and  I'm  always  prospecting. " 

Gilbert  Antoine  is  prospecting,  too,  but  in  a  different  way.  He  travels 
regularly  through  a  territory  from  St.  Louis  south  to  Cape  Girardeau,  Mo.  One 
of  the  firm's  few  remaining  "TNT  brokers"  (those  who  leave  the  office  Tuesday 
morning  and  get  back  home  Thursday  evening),  83-year-old  Antoine  serves 
many  third-generation  customers.  Favoring  double-breasted  blue  suits  and 
brown  wing  tips,  he  stays  dapper  and  has  a  historical  perspective  that  appeals 
to  rural  investors.  "I'm  strictly  old  school,"  he  proclaims.  "I  haven't  sold 
anything  but  bonds  since  1973;  after  all,  these  are  the  best  interest  rates  we've 
had  in  50  years." 

Despite  current  complaints  alxnit  low  commodity  prices,  most  Jones  men 
claim  their  business  hasn't  suffered.  "Farmers  are  chronic  complainers,"  says 
one  Iowa  broker.  "Right  now  the  young  fellows  up  to  their  eyeballs  in  debt  are 
in  real  trouble,  but  the  old  boys  have  plenty  of  cash  laid  away  I've  had  lots  of 
them  wandering  into  the  office  during  the  past  month."  — P.S. 
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Craftsmanship:  The  Lenox  factory  in  Pomona,  N.J.  is  the  largest  fine  china  plant  in  the  U.S. 

Rings  On  Her  Fingers, 
China  On  Her  Table 

Lenox,  Inc.,  a  little  upstart  from  Trenton,  N.J.,  taught  the 
haughty  Europeans  a  few  things  about  selling  fine 
china — and  showed  everybody  the  proper  way  to  diversify. 


Her  lovely  chestnut  hair  swept  back, 
her  evening  gown  silken  perfection,  the 
femme  fatale  leaned  gracefully  against  an 
exquisitely  decked-out  dining  table  and 
radiated  poise  and  charm  on  the  ad  page. 
"Cosmetics  sell  dreams,  explains  John 
S.  Chamberlin,  49,  president  and  chief 
executive  of  Trenton,  N.J.s  Lenox,  Inc. 
"In  many  ways,  we  sell  dreams.  The  idea 
is,  'Can  I  be  that  gal?  I  may  not  have  her 
sophistication  and  hauteur.  But  I  can 
have  her  Lenox.'  ' 

Her  Lenox  china,  that  is.  In  the  1930s 
and  1940s,  Lenox  was  just  one  of  a  num- 
ber of  American  china  companies  strug- 
gling against  the  famous  European  china 
companies,  Wedgwood  and  Royal  Doul- 
ton  of  Britain,  and  Rosenthal  of  Ger- 
many. Most  of  the  U.S.  companies  have 
long  since  succumbed,  but  Lenox  has 
survived  and  prospered.  In  1949  a  man 
named  John  Tassie  took  over  Lenox.  The 
five  families  who  had  run  Lenox  before 
him,  Tassie  recalls,  were  artists  and  ce- 
ramicists  who  "ran  it  like  a  hobby  shop.' 

Tassie    brought    modern  marketing 


Bottoms  Up:  |ohn  Chamberlin,  Lenox' 
chief  executive  since  late  1976,  plans 
more  acquisitions  for  the  chinamaker. 
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methods  to  the  industry.  In  those  days, 
the  tradition-bound,  family-owned  china 
firms  advertised  their  products  by  dis- 
playing rows  of  their  latest  china  designs 
on  magazine  pages.  Under  Tassie,  Lenox 
ads  showed  beautiful  women  in  elegant 


surroundings;  the  china  was  prominent, 
but  not  the  center  of  attention.  The  aim 
was  to  convey  the  idea  that  Lenox  is  the 
sign  of  a  hostess  with  excellent  taste. 
"We  developed  a  brand  image,"  says 
Tassie  proudly. 

It  worked,  to  say  the  least.  In  1949 
Lenox  had  around  a  10%  share  of  the 
U.S. -made  fine  china  market,  and 
grossed  less  than  $1  million.  Today  it 
commands  slightly  over  a  50%  share  of 
the  $80-million-a-year  fine  china  busi- 
ness. Wedgwood  and  Royal  Doulton, 
whose  products  are  roughly  comparable 
in  price  to  Lenox'  (between  $40  and  $120 
for  a  five-piece  set),  hold  around  a  40% 
share  between  them.  Japanese  firms 
Noritake  and  Mikasa  (whose  cheaper 
porcelain  products  aren't  considered 
quite  as  high  quality)  hold  much  of  the 
remainder. 

It  helps,  of  course,  that  the  U.S.  im- 
poses an  average  18%  duty  on  fine  china. 
But  an  even  more  telling  point  is  Lenox' 
superb  distribution  network;  the  com- 
pany's sales  force  markets  directly  to 
most  of  the  nation's  leading  department, 
jewelry  and  specialty  stores.  "When  you 
go  into  an  exclusive  department  store, 
Lenox  generally  gets  the  first  area  of 
exposure  to  the  consumer,"  says  analyst 
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THE  RICHESTORAGSANDBACK  STORY 
OF  A  RAILROAD:  CHICAGO  AND  NORTH  WESTERN. 


This  is  how  the  1 30-year-old 
Chicago  and  North  Western  got 
back  on  the  right  track. 

Successful  for  years  serving 
the  great  midwest  grain  belt, 
C&NW  felt  the  pinch  of  the  first 
highways,  then  the  squeeze  of 
the  interstates,  competing  as 
mass  movers. 

The  midwest  rail  problem  is, 
quite  simply,  overcapacity.  At 
the  turn  of  the  century  in  Iowa, 
for  example,  you  couldn't  get 
more  than  7  miles  from  a  rail- 
road— in  any  direction;  a 
situation  that  largely  persists  to 
this  day.  This  was  roughly  the 
distance  a  horse-drawn  wagon 
could  travel  to  a  rail  station  and 
return  home  during  the  daylight 
hours.  Needless  to  say,  times 
have  changed. 

Since  then,  many  routes  have 
been  made  obsolete  by  highways. 

This,  along  with  duplication 
of  service  by  other  railroads, 
was  a  major  reason  for  the 
recent  petitions  for  reorganiza- 
tion in  the  Bankruptcy  Courts  of 
two  large  midwest  railroads: 
The  Rock  Island  and  the 


Milwaukee  Road. 

But  on  the  North  Western, 
we've  grown  stronger  with 
freight  service  that's  more  effi- 
cient, essential  and  profitable. 
Because  we  decided  in  time  to 
move  with  the  times.  Boldly. 

In  1972,  C&NW  became  the 
first  and  only  employee-owned 
railroad.  Since  then,  C&NW  has 
made  a  profit  every  year  but 
'75.  (Remember  that  recession? 
The  deepest  since  the  Great 
Depression. ) 

We  bounced  back  strongly  in 
1976  and  we'll  make  an  even 
better  showing  in  1977. 

Employee  ownership  and  a 
new  sense  of  involvement  was 
greatly  responsible.  Along  with 
an  aggressive  new  management 
approach  that  wasn't  afraid  to 
streamline — to  cut  back 
obsolete  trackage. 

So  C&NW  again  became  an 
efficient  system.  By  plowing  our 


profits  back,  we  improved  useful 
track  and  added  new  equip- 
ment: 450  new  and  rebuilt  loco- 
motives and  over  6000  new 
freight  cars. 

In  all,  we've  plowed 
$440,000,000  of  capital  into 
our  railroad  during  the  past  6 
years  to  improve  our  roadbed, 
rolling  stock  and,  of  course,  our 
service  to  shippers. 

During  this  period,  we  were 
able  to  finance  $3 1 5,000,000  in 
debt  and  long-term  leases. 

On  top  of  that,  we've  paid  off 
$200,000,000  of  long-term  debt 
and  paid  our  lease  obligations. 

We've  innovated  and  diversi- 
fied, with  high-speed  piggyback 
service,  unit  grain  and  coal 
trains. 

Where  from  here?  More 
improvements.  More  new  equip- 
ment. New  and  renovated  track. 
Better  services.  And  we're 
working  hard  toward  building 
a  new  route  to  the  vital  western 
low-sulphur  coal  fields.  Yes, 
Chicago  and  North  Western  is  a 
railroad  that's  on  the  right 
track.  All  aboard! 


What  do  you 
when  you  look  at 

ew  house?  It  depends  on  your  perspective. 

You  might  see  a  new  neighbor,  a  good 
investment,  a  sign  of  economic  vitality, 
work  for  hundreds  of  people. 

Or  you  might  see  the  legacy  of  a 
fallen  tree. 

We  see  all  these  things,  and  more. 
We  see  an  opportunity  to  meet  society's 
need  for  shelter  and  our  employees'  and 
shareholders'  for  performance. 

We  manufacture  houses.  When  you 
see  a  partially-assembled  house  riding 
a  truck  down  the  highway,  chances  are 
one  in  four  we  made  it. 

We  also  manufacture  parts  of  houses 
—things  like  lumber,  plywood,  cabinets, 
window  frames,  siding,  roof  trusses;  and 
we  operate  building  materials  centers 
through  much  of  the  U.S. 

Moreover,  we  farm  the  trees  that 
stand  behind  these  products,  so  we're  able 
to  see  clearly  that  society  can  have  both, 
if  we  tend  to  our  forests,  manage  them 
resourcefully.  This,  finally,  is  what  we  are 
all  about. 

Our  ultimate  charge  is  to  reconcile 
your  perspectives  and  ours,  to  manage  our 
affairs  in  a  way  that  provides  jobs, 
products,  profits  and  trees. 

If  we  succeed,  everybody  wins.  You 
the  worker,  consumer,  investor  and  citizen. 
And  we  the  employees  and  shareholders 
of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Corporation  ® 
A  company  worth  looking  at. 


The  Executive  Time 
Machine.  It  gives  you 
new  control  over 
the  clock. 


In  the  hurry-up  world  we  work 
in,  time  is  short.  And  time  means 
money.  For  top  executives,  it's 
almost  priceless. 

Today,  you  can't  waste  time 
getting  places— you've  got  to  be 
there.  The  incredible  Sikorsky  76 
provides  the  thoroughly  modern 
transportation  you  need  to  beat 
the  clock: 

It's  fast.  With  a  normal  cruise 
speed  of  170  mph. 

It's  productive.  Precious  hours 
aren't  lost  going  to  and  from  air- 
ports. A  465  mile  range  lets  you 
make  multiple  trips,  door-to-door, 
within  the  same  day.  Around  the 
clock,  in  any  IFR  weather. 

It's  dependable.  Twin  turbine 
engines,  efficient  fuel-misers,  see 


to  that.  All  essential  systems  an 
redundant. 

It's  a  beauty.  One  look  tells  yj 
that.  Inside,  yoursuite  (nearly 6 
x  10  ft.)  can  be  custom  designa- 
tor up  to  8  executives.  So  you  c 
work  as  comfortably  in  the  sky 
as  you  do  in  your  office. 

So  even  though  you  can't  be 
two  places  at  once,  you  can  get 
between  them  much  faster.  In  yc 
"executive  time  machine."  For 
the  full  S-76  story,  write:  David 
Smith,  VP.  Commercial  Marketi 
Sikorsky  Aircraft,  Stratford, 
CT  06602. 


issell  Mosteller,  who  follows  Lenox  for 
errill  Lynch. 

Lenox'  marketing  sa\-vy  adds  up  to 
icy  profitability.  To  see  how,  consider 
o  of  Lenox'  dinnerware  patterns, 
"orever"  has  a  thin  platinum  band 
ound  the  rim  of  the  plate,  and  a  large 
it  plain  black-and-white  rose  in  the 
iddle.  It  retails  for  $13  a  dinner  plate, 
lurumn.  a  popular  pattern,  has  two 
Id  bands,  and  an  ornate  green-and- 
ue  design  around  the  rim  and  in  the 
iddle  portraying  little  baskets  of  fruit. 
>e  fruit  are  tiny  raised  dots  of  color.  It 
es  for  $24  a  dinner  plate. 
Naturally.  Autumn  costs  more  to 
ake.  The  gold  has  to  be  hand  applied, 
do  the  raised  dots  of  fruit.  But  Au- 
mn's  ornate  design,  like  Forever  s 
-and-white  rose,  consists  mainly  of 

at  the  most  beautiful  dinners  in  America 


called  ArrCarved.  which  makes  fancy 
wedding  and  engagement  rings;  subse- 
quent!}.', a  fashion  jewelry  company  and 
school  ring  company  were  taken  over. 

There  are  a  number  of  common 
threads  to  these  acquisitions.  Nearly  all 
the  products  are  premium-priced,  pres- 
tige items,  often  given  as  gifts.  The  mar- 
kets involved  tended  to  be  fragmented. 
Tassie's  idea  was  to  find  companies  in 
small  markets  such  as  these  so  that 
Lenox  could  gain  a  dominant  share  using 
its  marketing  expertise,  its  excellent  dis- 
tribution system,  and — in  some  cases — 
its  brand  name.  Lenox  is  among  the 
biggest  purveyors  of  candles  in  gift  shops 
and  department  stores:  as  for  jewelry,  it 
is  now  one  of  the  major  factors  nation- 
wide in  school  and  wedding  rings. 

As  might  be  expected  from  such  good- 


concedes  that  Tassie  is  a  difficult  act  to 
follow.  "He  had  a  great  entrepreneurial 
flair  and  capability,"  says  Chamberlin.  "I 
think  I  tend  to  be  more  systematic,  more 
plan  oriented.  His  approach  and  person- 
ality were  very  appropriate  in  the  evolu- 
tion of  the  organization.  I  think  it's  at  a 
stage  now  where  it  is  very  difficult  for 
him  or  anybody  else — I  in  sure  he  real- 
ized it — to  get  deeply  involved  in  every- 
thing that  was  going  on." 

Can  Lenox  keep  growing  on  its  pres- 
ent profitable  path  for  yet  another  ten 
years?  Chamberlin  thinks  it  can.  The 
fine  china  business  is  highly  profitable 
but  growing  slowly.  Thus  it  is  a  steady 
generator  of  cash  that  Chamberlin  can 
use  to  expand  probably  via  acquisition  * 
Lenox  more  dynamic  growth  areas, 
such  as  jewelry.  A  patient  investment  in 


Selling  Image,  Sot  Dishes:  Under  J 

la  decal  baked  into  the  china.  So  the  cost 
differential  between  the  two — though 
■substantial — is  nothing  like  the  differ- 
ence in  price.  It  is  the  Chevrolet  and 
■Cadillac  syndrome  all  over  again,  where 
Sa  modest  increase  in  cost  translates  in 
I  the  marketplace  into  a  big  increase  in 
I*  selling  price — and  profitability. 

Once  John  Tassie  had  built  Lenox 
commanding  position  in  china,  he  wast- 
ed no  time  in  diversifying,  but  he  did  so 
•sensibly.  In  the  1960s  and  early  1970s, 
while  other  corporate  managers  con- 
glomerated wildly.  Tassie  stuck  fairly 
dose  to  home.  Although  an  attempt  to 
export  china  to  Europe,  the  enemy  bas- 
tion, proved  fruidess.  most  of  Tassie  s 
other  moves  turned  out  well. 

Tassie  bought  a  crystal  glassware  com- 
pany and  rechristened  its  products  with 
the  Lenox  name.  Later  he  added  a  can- 
dle business  and  a  silver  holloware  gob- 
lets, candy  dishes^  business  to  Lenox 
stable.  In  1970  he  bought  a  company 


lassie  ce 


Lenox  ads 


LENOX  CHNA  X  CXT5 

omen  thev  could  buy  stvle. 


fitting  acquisitions.  Lenox  grew  fast  and 
smoothly.  In  1967  its  sales  were  $24 
million  and  earnings  reached  $1.9  mil- 
lion 52  cents  a  share1:  in  1976  sales  were 
ST 35  million  and  earnings  $9.7  million 
$2.51  a  share  .  Not  bad  progress  for  a 
once  sleepy,  family-run  china  company. 

In  1970,  Tassie  lured  Chamberlin, 
then  a  division  manager  at  General  Elec- 
tric, to  Lenox  as  his  heir  apparent.  But 
after  a  litde  over  a  year.  Chamberlin  saw 
that  the  strong-willed  Tassie  wasn't  yet 
ready  to  give  up  the  reins,  so  he  re- 
turned to  head  up  GE  s  housewares  divi- 
sion. The  two  men  parted  amicably. 

But  in  August  1976.  Tassie,  then  60. 
suffered  a  heart  attack.  It  was  time  to 
step  aside.  He  called  Chamberlin  at  GE. 
This  time.  Chamberlin  would  be  named 
chief  executive  immediately.  Chamber- 
lin accepted.  After  a  few  months  as  chair- 
man. Tassie  retired  although  he  remains 
on  the  Lenox  board  today. 

The  precise,  businesslike  Chamberlin 


establishing  an  effective  distribution 
network  in  jewelry  appears  to  be  paying 
off  It  was  the  biggest  contributor  to  a 
20^  earnings  gain  in  the  first  nine 
months  of  1977. 

With  Lenox  stock  hovering  at  around 
$25  less  than  nine  times  estimated  1977 
earnings1  Lenox  might  seem  to  be  an 
interesting  takeover  candidate  itself. 
True,  that  $25-share  price  is  substantial- 
ly above  the  company's  $16  book  value, 
but  the  book  value  doesn  t  reflect  Lenox* 
superb  intangible  assets:  its  brand  name 
and  distribution  system. 

"Nobody  is  immune  [to  being  taken 
over],  I  guess."  Chamberlin  shrugs.  "On 
the  other  hand,  it  would  have  to  be  the 
right  company,  and  I  almost  find  it  diffi- 
cult to  think  of  who  it  would  be.  Not  to 
malign  Standard  Oil  or  anything,  but  I  m 
not  sure  that  the  name  that  s  come  to 
mean  superb  quality  and  prestige  would 
last  that  long.  We're  a  business  of  subde- 
ties.  We  sell  a  mystique."  ■ 
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..the  key  to 
Australian 


A  phone  call  away  lies  the  key 
to  expert  Australian  Dollar  Dealing 
because  A.N.Z.  Bank  understands 
the  Australian  dollar.  Be  it  spot  or 
forward  dealing  you  require,  A.N.Z. 
Bank  can  help  you. 

We  deal  in  New  Zealand  and 
Fiji  dollars  and  Papua  New  Guinea 
kina,  too. 


Telephone:  (213)  620-0561  Telephone:  (212)  825-0718 
Telex:  673358  or  677195        Telex:  420687  or  128159 


Australia  and  New  Zealand  Banking  Group  Ltd. 


Incorporating  ANZ  Bank  and  ES&A  Bank. 


Michael  Scott 
or  John  Richards 
707  Wilshire  Blvd. 
Los  Angeles  90017 


Ian  Winter 
or  Dennis  Pettit 
63  Wall  Street 
New  York  10005 


Will  Mangel  Get  Mangled? 

A  bankrupt  rag  merchant  has  acquired 

a  staid  nuts-and-boits  company.  But  the 

highly  leveraged  deal  looks  better  than  it  sounds. 


By  PHYLLIS  BERMAN 

Can  a  conservative  midwestern  nuts- 
and-bolts  company  find  happiness  in  bed 
with  a  flat-broke  rag  retailer  from  New 
Jersey?  To  put  it  differently:  Why  is 
bankrupt  Mangel  Stores  Corp.  acquiring 
$105-million  (revenues)  Russell,  Burd- 
sall  &  Ward  of  Merton,  Ohio,  a  premier 
company  in  the  fragmented  industrial 
fastener  industry. 

Mergers  like  this  are  full  of  exquisite 
ironies,  courtesy  of  the  Internal  Revenue 
Service.  Losers  acquire  winners.  Com- 
panies fresh  out  of  bankruptcy  borrow 
millions  by  merging  their  failures  with 
others'  successes. 

Mangel  was  a  loser.  A  peddler  of  bud- 
get-priced women's  wear,  it  was  chewed 
up  in  the  discounting  disasters  of  the  early 
1970s.  Barely  out  of  Chapter  11  in  1975,  it 
had  a  single  attraction:  a  $42- million  tax- 
loss  carryforward.  There's 
the  rub.  Losers  don't  have 
earnings  to  shelter;  the  trick 
is  to  find  some. 

Russell,  Burdsall  &  Ward 
was  a  closely  held,  well- 
managed  industrial  fasten- 
er— nuts  and  bolts  and  more 
sophisticated  versions  of  the 
same — manufacturer  and 
distributor  whose  fortunes 
are  tied  to  the  auto  and  oth- 
er capital  goods  industries  it 
supplies.  Through  its  133- 
year  history,  it  has  been  cy- 
clical but  has  made  money. 
Its  shares  have  stayed  main- 
ly in  the  hands  of  the  de- 
scendants of  its  founding 
families.  Their  problem  was 
lack  of  liquidity. 

Therein  was  the  ideal 
match.  The  matchmaker: 
New  York's  Rothschild-con- 
trolled New  Court  Securi- 
ties Corp.,  which  first  pro- 
posed the  match  to  RB&W 
last  April  Fool's  Day.  Nine 
months  later  it  was  consum- 
mated: Mangel  Stores  ac- 
quired Russell,  Burdsall  & 
Ward's  assets  for  $54 
million. 


The  deal,  to  put  it  mildly,  is  highly 
leveraged.  Bankrupt  Mangel  has  man- 
aged to  obtain  up  to  $50  million  in  fi- 
nancing for  the  $54-million  purchase 
price  and  future  working  capital  needs. 
The  debt-to-equity  ratio  of  the  combined 
balance  sheets  is  10-to-l.  RB&W's  earn- 
ings, tax-sheltered  through  1984,  should 
be  sufficient  to  pay  interest  on  the  loan 
and  to  amortize  at  least  $15  million  of  it 
by  then.  Even  after  the  tax  shelter  is 
used  up,  the  combined  company  still 
might  have  a  substantial  debt  burden. 

In  deals  of  this  sort,  it  is  considered 
more  desirable  to  be  able  to  liquidate  the 
loan  in  its  entirety  by  the  time  the  tax 
shelter  expires.  However,  beggars  can't 
be  choosers.  It  needed  a  profitable  com- 
pany so  that  its  tax  shelter  wouldn't  go 
down  the  drain,  and  profitable  compa- 
nies aren't  being  given  away.  But  Man- 
gel had  little  cash  and  it's  unlikely  any- 


Happy  Suitor:  Mangel  President  Joseph  Lamm  acquired  a  strange 
company  to  get  earnings  to  match  his  tax-loss  carryforward. 


one  would  have  taken  Mangel  securities. 
Mangel,  moreover,  had  to  do  the  acquir- 
ing, or  the  tax  shelter  was  no  good. 

So  it  was  a  question  of  taking  a  tough 
deal  or  maybe  not  having  a  deal  at  all. 
Enter  the  newly  formed  asset-based  fi- 
nance department  of  Citibank,  which 
specializes  in  leveraged  acquisitions. 
The  typical  deal  of  this  sort  provides  for  a 
loan  to  be  paid  back  out  of  earnings. 
Because  the  debt-to-equity  ratio  was  too 
high  for  an  unsecured  loan,  Citibank  de- 
vised a  loan  that  could  be  secured  partly 
by  future  earnings,  partly  by  current 
assets.  The  final  $50-million  package 
consisted  of  a  $15-million,  seven-year 
term  loan,  with  principal  and  interest 
guaranteed  by  the  cash  flow  of  the 
merged  company,  and  a  $35-million  "re- 
volving credit"  loan  based  on  assets. 

The  initial  purchase  required  $19  mil- 
lion of  the  potential  $35  million  of  re- 
volving credit,  in  addition  t( 
a  $15-million  term  loan  and 
$20  million  in  cash  (from  the 
sale  of  securities  and  ac- 
counts receivable). 

Citibank  was  assuming 
that  the  tax-sheltered  earn- 
ings would  easily  liquidate 
the  first  loan  and  that 
RB&W's  assets  would  be 
sufficient  collateral  for  the 
bigger  loan.  This  way  Citi- 
bank could  justify  making  a 
loan  larger  than  that  justi- 
fied by  the  prospective  cash 
flow — and  still  be  reason- 
ably sure  of  getting  its  mon- 
ey back.  The  $35-million 
portion  of  the  loan  is  "ever- 
green," explains  James  T. 
Moran,  Citibank  vice  presi- 
dent. "Whatever  portion  is 
drawn  down  can  be  rolled 
over  continuously  on  a  non- 
amortizing  basis  as  long  as 
the  assets  are  there  to  sup- 
port it." 

So  bankrupt  Mangel  was 
able  to  borrow  a  total  of  $50 
million.  But  should  it  have 
paid  $290  a  share — 14  times 
earnings — to  acquire  a  com- 
pany in  a  cyclical  business 


FORBES,  FEBRUARY  20,  1978 


83 


when  those  earnings,  even  when  pro- 
tected by  the  tax-loss  carryforward, 
might  not  be  enough  to  repay  a  conven- 
tional term  loan? 

While  Citibank  is  reasonably  well  se- 
cured on  a  loan  that  earns  it  interest  of 
around  2%%  above  prime  and  RB&W  s 
shareholders  are  contentedly  counting 
their  cash,  Mangel's  stockholders  are 
still  at  risk. 

Nevertheless,  even  they  are  better  off 
than  before.  Mangel's  president  is  Jo- 
seph H.  Lamm,  a  Manhattan-born  veter- 
an of  the  pioneering  Eugene  F.  Ferkauf 
days  at  Korvettes'  discount  houses.  A 
bearded,  soft-spoken  man,  he  was  living 
the  good  life  in  northern  California's 
Marin  County  as  a  management  consul- 
tant when  Mangel  summoned  him  to 
save  the  company  in  1974.  Lamm  pro- 
ceeded to  demonstrate  that  he  under- 
stood finance  as  well  as  he  understood 
retailing.  He  lopped  off  Mangel's  unprof- 
itable stores.  He  got  creditors  to  reduce 
their  claims.  By  this  year  Mangel  s  net 
worth  was  down  to  $6.5  million,  but  it 
had  only  $1  million  in  debt,  and  pos- 
sessed a  potentially  valuable  tax  shelter. 

But  why  did  Lamm  agree  to  pay  $290 
a  share,  almost  double  the  recent  trading 
price,  for  RB&W?  Says  Lamm:  "What 
we  got  is  a  company  with  a  history  of 
steady  earnings.  Sure,  Mangel  may  have 
debt  left  when  the  tax-loss  carryforward 
runs  out.  But  every  manufacturer  carries 
debt  on  his  balance  sheet." 

John  J.  Lohrman,  RB&W's  present 
chief  executive,  is  going  to  run  the  com- 
pany. Lohrman  is  an  operating-man  and  a 
good  one  in  the  fastener  business.  The 
merger  will  give  him  something  he  didn't 


Contented  Bride:  RB&W's  John  Lohr- 
man acquiesced  to  the  marriage  to  get 
liquidity  for  his  shareholders. 


have  before — a  major  stake  in  the  com- 
pany he  is  running.  He  ends  up  with  over 
10%  of  the  stock  in  the  new  Mangel. 

RB&W  had  spent  years  looking  for  a 
way  to  enable  its  owners  to  trade  their 
stock.  But  you  couldn  t  go  public  in  re- 
cent years  and  while  RB&W  itself  had 
the  wherewithal  for  acquisitions,  nothing 
suited  Lohrman.  The  Mangel  deal  came 
along.  It  wasn't  made  in  heaven.  But  it 
was  available. 

If  Joseph  Lamm  doesn  t  know  much 
about  nuts  and  bolts,  Lohrman  knows 
even  less  about  the  rag  business. 

But  he  cannot  liquidate  the  stores. 
The  Internal  Revenue  Service  demands 


that  the  business  which  suffered  losses 
benefits  from  the  tax  advantage.  A  Man- 
gel veteran  of  20-some  years  will  run  the 
retail  part  of  the  company.  Says  Lohr- 
man: "Look,  the  fastener  business  has 
built-in  problems.  We're  never  going  to 
see  pretax  earnings  of  around  $20  million 
like  we  did  four  years  ago.  So  I  don't 
have  a  closed  mind  about  building  up  the 
retail  operation."  He  even  talks  about 
the  opportunity  of  turning  Mangel  into 
another  Petrie  or  Miller- Wohl,  the  high- 
ly successful  specialty  junior  apparel 
retailers. 

In  any  event,  for  the  moment  every- 
one is  happy.  New  Court,  the  marriage 
broker,  will  get  a  fat  fee.  The  Citibank 
group  has  a  well-secured  loan.  Lamm  is 
heading  back  to  the  pleasures  of  Marin 
County.  Lohrman  has  385,000  shares  of 
the  new  company  and  his  management 
team  almost  as  many.  RB&W  stock- 
holders are  counting  their  cash.  And 
Mangel  stockholders — the  stock  recently 
sold  for  4% — now  own  a  going  business. 

The  new  corporate  entity  itself  has 
problems  aplenty.  Its  fastener  business 
is  highly  cyclical  and  import-threatened. 
Its  retailing  operations  need  a  miracle. 

Mangel's  ability  to  reduce  the  balance 
of  the  revolving  portion  of  its  debt  de- 
pends on  earnings  generated  by  its  two 
diverse  businesses.  But  it  could  have 
substantial  debt  at  around  10%  interest 
after  using  up  the  tax-loss  carryforward. 

Certainly,  shareholders  and  creditors 
of  Mangel  should  be  happier  married 
than  single.  But  shouldn't  they  call  a 
highly  leveraged  company  that  makes 
nuts  and  bolts  and  sells  ladies  dresses 
Fashions  and  Fasteners?  ■ 


A  Half-Billion- 
Dollar  Sure  Thing? 

When  a  businessman  says  he  plans  to  treble  sales  in  just 
five  years,  you've  a  right  to  be  suspicious.  But  Frank  B. 
Hall's  Al  Tahmoush  does  make  a  convincing  case. 


To  LISTEN  to  Albert  J.  Tahmoush,  the 
expansive,  exuberant  56-year-old  boss  of 
New  York's  Frank  B.  Hall  &  Co.,  Inc., 
you'd  think  the  insurance  brokerage 
business  was  just  about  the  last  bastion  of 
the  entrepreneurial  spirit.  "Depending 
on  your  creativity  and  your  energy,"  he 
says,  "there's  no  limit  to  the  money  you 
can  make.  It's  one  of  the  few  entrepre- 
neurial industries  left. 

Between  salary  and  cash  bonuses, 
Tahmoush  himself  made  a  very  entre- 
preneurial $375,000  last  year,  while  Hall 
itself  probably  earned  a  record  $18.3 


million  ($2.05  a  share)  on  something  like 
$150  million  in  revenues — a  very  juicy 
12.2%  net  on  revenue.  Hall's  earnings 
have  been  gaining  an  average  of  21%  a 
year  over  the  past  five  years  on  an  aver- 
age 19%  increase  in  annual  sales,  while 
its  return  on  equity  has  averaged  up- 
wards of  40%.  And  that's  a  virtually  unle- 
veraged  40%,  with  only  $5  million  in 
debt  outstanding  as  against  $80  million 
in  equity. 

As  Tahmoush  sees  it,  Hall  s  business  is 
fundamentally  so  good  that  with  a  little 
extra  effort  he  could  bring  the  company 


to  $500  million  in  sales  within  roughly 
five  years,  more  than  trebling  the  com- 
pany's size.  And  assuming  a  25%  pretax 
profit  margin,  on  $500  million  Hall  ought 
to  be  able  to  earn  something  like  $65 
million,  or  $7.25  a  share. 

Unlike  most  middlemen,  Hall  does 
not  really  depend  on  the  prosperity  of 
the  insurance  industry  it  lives  off  to  as- 
sure its  own  prosperity.  Hall  makes  its 
living  primarily  from  the  commissions  it 
earns  in  placing  insurance  for  its  com- 
mercial and  industrial  customers  with 
those  insurance  companies  that  can  most 
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The  Insurance  Brokers 

As  a  group,  the  insurance  brokers  rank  among  the  most  profitable  companies  in  all  of 
U.S.  business.  Like  those  of  any  service  industry,  their  fortunes  are  built  on  people,  not 
money.  Thus,  with  so  much  human  capital  involved,  their  financial  needs  are  minimal. 


Company 

1977 
Revenues 
(millions) 

1977 
Net  Income 
(millions) 

1977 
Earnings 
Per  Share 

EPS 
%  Change 
from  1972 

Return 

on 
Equity 

Recent 
Price 

Indicated 
Dividend 

P/E 

Yield  Ratio 

Alexander  &  Alexander  Serv. 

$215 

$29.0 

$4.15 

+  196 

60% 

45% 

$1.40 

3.1%  11 

Corroon  &  Black  Corp. 

90 

14.0 

2.05 

+  150 

30 

18% 

1.00 

5.4  9 

Frank  B  Hall  &  Co.,  Inc. 

150 

18.3 

2.05 

+  123 

42 

19% 

0.88 

4.5  10 

Fred  S.  James  &  Co. 

113.5A 

14. 4  A 

2.41A 

+  146 

57 

21% 

1.20 

5.7  9 

Marsh  &  McLennan  Cos. 

430. 4A 

56.1  A 

4.07A 

+  114 

34 

56% 

2.40 

4.2  14 

1977  estimates  by  The  Value  Line  Investment  Survey.    A — Actual. 


t economically  and  effectively  fill  those 
customers  needs.  But  it  doesn't  matter 
vvhether  the  insurance  industry  itself 
makes  money  or  not.  Hall  collects  its 
commissions  anyway,  and  often  contin- 
gency commissions  as  well  if  the  busi- 
ness it  contracts  proves  profitable, 
i  At  the  same  time,  Hall  is  almost 
uniquely  insulated  from  the  negative  im- 
pact of  inflation  on  its  operations.  Infla- 
tion increases  the  value  of  the  properties 
to  be  insured.  As  property  values  rise,  so 
ido  insurance  premiums  and  the  commis- 
sions Hall  collects  on  them.  "The  rate 
may  be  the  same,"  Tahmoush  says,  "but 
the  commission  dollars  go  up." 

In  the  long  run,  Hall  probably  fares 
even  better  when  insurance  industry 
earnings  are  squeezed  than  it  does  when 
they  expand.  When  earnings  decline, 
the  insurance  industry  eventual- 
ly has  to  increase  its  premium 
rates,  as  it  has  over  the  past  two 
or  three  years.  As  rates  go  up, 
the  dollar  value  of  Hall's  com- 
missions goes  up  with  them. 
When  times  are  good,  however, 
as  they  were  in  the  late  Sixties 
and  early  Seventies,  insurance 
companies  are  likely  to  become 
somewhat  more  competitive, 
and  competition  inevitably 
means  reduced  premiums  and 
lower  commission  yields  for 
Hall.  Which  is  what  Tahmoush 
now  sees  ahead.  The  current 
round  of  rate  increases,  he  says, 
has  topped  out.  "And  in  1978  or 
1979,  you'll  probably  see  premi- 
um rates  coming  down." 

Tahmoush  concedes  that  a 
large  proportion  of  Hall's  results 
depend  on  forces  outside  its  con- 
trol but  explains  why  this  doesn't 
worry  him.  "It's  true,"  he  says, 
"inflation  can  increase  our  pre- 
miums. It's  true,  on  the  short- 
term  funds  we  invest,  we  make 
more  or  less  money  depending 
on  the  money  rate.  It's  true,  our 
contingency    commissions  de- 
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pend  on  whether  the  business  we  place 
is  profitable.  It's  true,  our  commissions 
depend  on  whether  the  insurance  indus- 
try dramatically  increases  or  reduces  its 
premiums  over  a  period  of  time.  These 
are  all  forces  over  which  we  have  no 
control.  But  you  put  them  together,  and 
they  tend  to  offset  one  another.  So  I 
don't  worry  about  this." 

No  worries,  then?  Yes,  one.  "My  con- 
cern is  how  well  we'll  manage  our  peo- 
ple," Tahmoush  says.  "All  we  really  are 
is  a  few  typewriters  and  desks,  and  3,000 
people  with  brains."  Hall's  record  in 
managing  its  resources  has  so  far  been 
exemplary. 

Its  growth  did  not  simply  happen.  A 
decade  or  so  ago,  Hall  recognized  that  at 
a  time  when  its  customers  were  expand- 
ing on  a  national  and  international  scale, 


Success  Story:  The  son  of  a  Syrian  textile  worker, 
Tahmoush  worked  his  way  through  business  and 
school  and  wound  up  a  pension  insurance  expert 


Al 
law 


the  insurance  brokers  couldn't  cash  in  on 
the  full  extent  of  that  growth  unless  they 
went  national  and  international,  too. 
And  they  couldn't  do  that  starting  from 
scratch.  They  d  need  to  make  acquisi- 
tions, and  to  make  acquisitions  they 
would  have  to  go  public  so  they  could 
offer  stock  as  well  as  cash. 

Hall  went  public  in  1969.  In  rapid 
succession  it  acquired  no  less  than  55 
companies  and  was  transformed  from  a 
New  York  firm  with  two  offices,  250 
employees  and  $6  million  in  sales  into  a 
multinational  giant  with  62  offices  in  the 
U.S.  and  33  overseas — in  Europe,  the 
Middle  East  and  Latin  America. 

Tahmoush  would  still  like  to  establish 
the  company  in  Baltimore  and  Minne- 
apolis, and  expand  in  the  Far  East, 
where  it  has  already  set  up  a  beachhead 
in  Hong  Kong.  But  otherwise 
Hall  has  probably  extended  geo- 
graphically about  as  far  as  it's 
going  to.  So,  future  growth 
should  depend  on  development 
of  its  multinational  operations, 
reinsurance  (now  15%  of  sales) 
and  employee  benefits  manage- 
ment. "We  were  so  busy  in  our 
acquisition  program,"  Tahmoush 
says,  "we  didn't  give  these  things 
the  thrust  we  can  and  should 
give  them." 

In  addition,  Tahmoush  would 
like  to  diversify  into  providing 
medical  services,  perhaps,  or  mu- 
tual funds.  Hall  is  in  a  beautiful 
position  for  such  diversification.  It 
has  a  rich  cash  flow,  and  few 
capital  outlays.  It  is  rolling  in  cash: 
more  than  $108-million  worth 
($12  a  share)  at  the  beginning  of 
1977.  Its  stock  is  doing  well,  sell- 
ing at  nearly  ten  times  1977  earn- 
ings and  four  times  book  value. 
Whether  for  cash  or  stock,  sub- 
stantial acquisitions  would  be  easy 
to  handle.  So,  when  Tahmoush 
talks  of  trebling  revenues  within 
five  years,  he  is  scarcely  indulging 
in  hyberbole.  ■ 
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Putting  Humpty  Dumpty 
Together  Again 

Conglomerating  is  an  art.  But  so  is  deconglomerating, 
and  Bill  Marquard  is  a  real  artist  in  that  field. 


"It's  really  classic  Harvard  Business 
School  stuff,"  says  one  analyst  about  the 
dramatic  turnaround  engineered  at 
American  Standard  by  William  A.  Mar- 
quard, president  and  chief  executive  offi- 
cer since  1971. 

Marquard  is  a  Wharton  grad.  He's  a 
little  miffed  by  the  Harvard  bit.  "I 
thought  the  thing  that  got  us  into  trouble 
in  the  Sixties  was  the  Harvard  growth- 
by-acquisitions  approach,"  he  says. 

He  is  also  more  bottom-line  oriented. 
Since  Marquard  has  taken  over,  Ameri- 
can Standard's  sales  have  grown  scarcely 
at  all,  but  profits  have  been  spurting. 
Last  year,  for  example,  sales  were  up 
only  about  9%,  but  earnings  jumped 
more  than  50%.  A  company  that  earned 
a  paltry  3.3%  of  stockholders'  equity  in 
1971  earned  a  smart  20%  last  year,  about 
$5.50  a  common  share. 

What  got  American  Standard  into 
trouble  was  neither  Harvard  nor  Whar- 
ton, but  simple  overreaching.  Eleven 
years  ago,  American  Standard  brought  in 
William  D.  Eberle  from  Boise  Cascade 
to  dress  up  this  tired  old  toilet  bowl  and 
washbasin  company.  Eberle  made  some 
excellent  acquisitions.  The  best  of  them 
was  Westinghouse  Air  Brake  (WABCO), 
which  fled  to  American  Standard  to  es- 
cape the  embrace  of  Crane  Co.  (which  is 
still  suing  for  damages).  Another  promis- 
ing one  was  Mosler  Safe  Co.,  where 
Marquard  was  president. 

But,  carried  away  by  the  go-go  spirit  of 


the  Sixties,  Eberle  also  plunged  Ameri- 
can Standard  into  California  land  devel- 
opment, and  expanded  heating  and  air- 
conditioning  operations,  where  it  took 
horrendous  losses.  As  a  consequence,  in 
1971,  American  Standard  had  to  write  its 
common  stock  book  value  down  by  50%. 
Earnings,  which  had  been  $1.30  a  share 
when  Eberle  took  over,  were  down  to  24 
cents  a  share  in  1971,  his  last  year. 

Marquard  proceeded  to  turn  this  un- 
wieldy mass  of  acquisitions  into  a  small- 
er, sounder  company.  Among  the  oper- 
ations that  he  sold  or  closed  down  were 
land  development,  a  domestic  plumbing 
supply  distribution  chain  and  the  warm- 
air  heating  and  air-conditioning  equip- 
ment arm — throwing  out,  in  all,  $500 
million  in  sales.  American  Standard  is 
clearly  a  more  muscular  company  and 
has  shed  a  great  deal  of  flab. 

Marquard  has  been  ruthless,  and  not 
only  with  Eberle's  acquisitions.  Take  the 
building-products  business  in  France, 
where  American  Standard  had  operated 
since  around  1900.  Its  profitability 
dropped  as  French  government  controls 
on  wages,  prices  and  employment  rose. 
American  Standard  abandoned  all  seven 
plants,  more  than  $100  million  in  sales, 
and  wrote  off  the  $40-million  assets. 

"It  was  walking  away  from  one  of  the 
major  elements  of  our  European  busi- 
ness," says  the  57-year-old  Marquard, 
"and  one  in  which  we  left  some  $18 
million  in  equity.  It  was  not  an  easy 


thing  to  do."  But  then  getting  rid  of 
deadwood  seldom  is  painless. 

"When  you  wash  away  all  the  things 
we've  been  doing  about  disposing  of 
businesses,"  Marquard  says,  "we've 
been  growing  about  11%  a  year,  we've 
been  generating  good  cash  balances  and 
have  been  able  to  finance  that  growth." 

American  Standard  has  been  so  good 
at  generating  cash  that  last  spring  the 
company  purchased  nearly  1.2  million 
shares  of  its  convertible  preferred  stock 
(each  share  equivalent  to  about  2% 
shares  of  common  stock)  for  around  $108 
million.  This  fall  it  was  able  to  purchase 
243,000  of  the  remaining  803,000  shares 
for  about  $23. 1  million.  Those  two  pur- 
chases reduced  the  common  shares 
equivalent  outstanding  to  around  14.1 
million,  down  22%  from  the  end  of  1976, 
improving  per-share  performance. 

When  you  look  at  the  remaining  busi- 
nesses, you  can  see  that  it's  a  pretty  good 
bet  that  the  earnings  will  be  there. 

Building  products  account  for  some 
35%  of  sales,  much  of  it  in  bathroom 
fixtures.  With  housing  starts  looking 
strong  and  with  Americans  more  bath- 
room-minded than  ever,  market-leader 
American  Standard  should  do  well.  And 
to  help  dampen  the  cyclical  swings  in  the 
housing  industry,  American  Standard 
has  been  reducing  its  reliance  on  build- 
ing products.  Just  five  years  ago,  it  was 
nearly  half  of  total  revenues. 

The  transportation  side  of  the  com- 
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pany's  business  is  built  around  the  1968 
acquisition  of  WABCO.  Transportation 
products  are  now  about  35%  of  American 
Standard's  sales  and  are  mainly  signal- 
and-braking  systems  for  rail  transit  vehi- 
cles and  pneumatic  brakes  for  heavy 
trucks.  In  each  of  the  past  two  years, 
Washington  has  committed  more  than  $1 
billion  to  rail  transit.  The  total  amount 
set  aside  for  rail  projects  is  currently 
around  $5  billion,  and  new  requests 
come  in  every  month.  The  increasing 
importance  of  this  kind  of  transportation 
should  guarantee  a  market  for  these 
products  for  many  years  to  come.  And 
that  doesn't  include  the  markets  in  Cana- 
da, Brazil  and  Europe,  where  WABCO 
is  the  market  leader  and  where  reliance 
on  rail  transit  is  long-standing.  Not  inci- 
dentally, nearly  60%  of  American  Stan- 
dard's transportation  products  business 
is  in  foreign  markets. 

Construction  and  mining  equipment, 
sold  under  the  WABCO  name,  and  the 
Mosler  security  and  banking  systems, 
which  contributed  respectively  21%  and 


". . .  What  got  American 
Standard  in  trouble  was  nei- 
ther Harvard  nor  Wharton 
but  simple  overreaching  . . ." 


12%  of  operating  income  in  1976,  are 
both  in  improving  markets. 

Right  now,  American  Standard,  like 
many  other  big  companies,  is  accumulat- 
ing a  lot  of  cash.  While  much  of  the 
nearly  $100  million  on  hand  at  the  end  of 
1976  was  spent  buying  back  the  pre- 
ferred stock,  the  cash  is  still  rolling  in. 
Thus,  according  to  John  L.  Grant,  execu- 
tive vice  president-finance  &  administra- 
tion, and  considered  by  many  to  be  Mar- 
quard's  right-hand  man,  further 
acquisitions  and  expansion  are  far  from 
out  of  the  question. 

Has  Marquard  forgotten  that  acquisi- 
tions and  expansion  got  American  Stan- 
dard into  its  mess?  "We  intend  to  be 
very  judicious,"  says  Grant.  "We  won't 
be  buying  a  company  just  because  they 
have  borrowing  power  or  because 
they're  below  book  value.  "  Typical  of  the 
kinds  of  purchases  Grant  and  Marquard 
like  is  last  year's  purchase  of  Clayton- 
Dewandre,  a  $70-million  (sales)  British 
maker  of  truck  brake  systems.  They  were 
already  in  that  business  in  Europe,  so 
the  purchase  was  a  geographical  expan- 
sion, not  a  diversification. 

Call  it  Harvard,  call  it  Wharton,  Bill 
Marquard  is  running  a  pretty  good  show. 
American  Standard  stock,  which  sold  as 
low  as  8  in  1975,  now  fetches  around  37 
on  the  New  York  Stock  Exchange.  That's 
nearly  double  book  value  in  a  market 
that  prices  many  companies  like  Ameri- 
can Standard  at  substantial  discounts.  ■ 
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Higher  quality  and  shorter 
maturities  for  conservatives 
seeking  tax-free  income. 


To  improve  stability,  a  double  restriction  is  placed  on  the  port- 
folio. Tax-free*  bonds  must  be  of  A  or  better  quality,  and  the 
average  maturity  must  be  12  years  or  less. 

Funds  may  be  withdrawn  with  either  a  phone  call  or 
the  free  check  writing  feature.  And,  of  course,  there  are  no 
sales  charges. 

Conservatives  prepared  to  invest 
an  initial  minimum  of 
$10,000  should  learn 
more.  Call  or  write  for 
a  copy  of  our  portfolio 
and  free  literature. 


FIDELITY 

LIMITED  TERM  MUNICIR\LS 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect 
(617)  726-0650 

*A  portion  of  the  income  may  be 
subject  to  some  Federal,  state  or  local  tax 


Box  832,  Dept.  FF80206 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees,  other  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 
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Over  $3  billion  of  assets  under  management.  | 
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Statistical  Spotlight 


When  The  Cheapest  Is  The  Most  Expensive 

Let's  face  it:  The  ending  of  fixed  com- 
missions has  been  disaster  for  the  indi- 
vidual investor  as  well  as  for  Wall  Street. 
While  big  investors  now  get  reductions 
of  50%,  60%  and  80%  from  the  old  bro- 
kerage commissions,  the  ordinary  inves- 
tor— even  if  he  deals  in,  say,  1,000-share 
lots — is  paying  more  than  he  formerly 
did.  Since  the  famous  May  Day  of  1975, 
most  firms  have  raised  their  rates  by 
about  5%,  and  some  by  as  much  as  7%. 
Using  discount  brokers  can  help,  but 
even  so,  rates  remain  quite  high. 

The  individual  investor,  therefore, 
might  do  well  to  try  to  concentrate  his 
investing  in  higher-priced  stocks.  Rea- 
son: Commissions  take  a  much  smaller 
bite  proportionately  on  high-priced 
stocks  than  low-priced  stocks. 

For  instance,  suppose  an  investor  had 
$10,000  to  invest.  At  one  leading  full- 
service  brokerage  firm,  he'd  spend  $85 
in  commissions  on  the  purchase  of  37 
shares  of  IBM  at  267%,  $164  on  200 
shares  of  Kodak  at  $50,  $281  on  2,000 
shares  of  a  $5  stock  (Damon,  for 
example). 

Make  it  a  round  trip,  in  and  out  of  the 
stock,  and  the  Damon  transaction  would 
cost  $562.  A  round  trip  on  a  similar-sized 
dollar  transaction  in  Kodak  would  cost 
just  slightly  more  than  half  that  amount 


The  30  Highest  Priced  Common  Stocks  On  The  NYSE 
Company                                 Price  Company 

Price 

IBM 

265% 

National  Starch 

647/8 

Superior  Oil 

255 

Mobil  Oil 

60% 

Getty  Oil 

158 

Owens  Corning 

60% 

Du  Pont 

1071/2 

Halliburton 

59 

Procter  &  Gamble 

81% 

General  Motors 

57% 

Texas  Instruments 

72 

KLM 

57% 

Johnson  &  Johnson 

70% 

AT&T 

57% 

Dome  Mines 

691/2 

Marsh  &  McLennan 

57% 

Edison  Bros 

691/8 

Babcock  &  Wilcox 

571/8 

Wrigley 

69 

Philip  Morris 

57% 

Hewlett-Packard 

68 

Royal  Dutch 

56% 

Schlumberger 

671/8 

Merck 

551/8 

Teledyne 

65% 

Cleveland-Cliffs 

55 

Burroughs 

65% 

Capitol  Cities 

54% 

Standard  Oil  (Ohio) 

65 

Northwest  Inds 

54% 

High  Priced 
Bargains 
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in  commissions.  In  the  case  of  Damon, 
the  broker  would  take  nearly  6%  on  the 
deal;  with  Kodak  only  2.8%;  with  IBM 
only  1.7%.  In  a  10%  up  move  in  Damon, 
the  broker  would  get  57%  of  the  gain,  in 
IBM,  less  than  10%. 

Even  the  commission  schedules  of  the 
discount  houses  favor  high-priced  stocks. 
At  Source  Securities,  for  instance,  one  of 
the  leading  discount  houses  in  New 
York,  an  investor  can  get  a  discount  (off 
the  old  fixed  New  York  Stock  Exchange 
rates)  higher  than  the  one  the  company 


guarantees  in  every  trading  bracket  by 
buying  and  selling  higher-priced  shares. 
"That's  the  rationale  behind  the  sched- 
ule," says  Jeffrey  W.  Casdin,  president 
of  Source.  "That's  because  the  costs  we 
incur — execution  costs,  exchange  costs, 
clearance  and  floor-broker  costs — relate 
to  the  number  of  shares  handled  in  a 
trade.  Take  two  people  who  have  done 
50  trades  each  and  generated  $5,000  a 
year  in  commissions.  That's  $100  a  trade 
in  commissions.  But  the  guy  who  s  trad- 
ed 1,000  shares  at  a  time  is  less  profitable 
than  the  one  trading  200  shares.  You 
give  the  latter  a  much  bigger  discount." 
At  Source,  high-priced  trades  in  the 
highest  annual  commission  volume 
range  can  be  discounted  by  as  much  as 
81%  off  the  old  rates. 

There's  just  one  problem  with  this 
advice:  There  aren't  many  truly  high- 
priced  stocks  to  buy.  Only  four  common 
stocks  on  the  NYSE  currently  trade  for 
over  $100.  Only  four  on  the  ASE  and  one 
on  the  OTC  trade  for  over  $50. 

Still,  the  advice  is  sound:  It  may  be 
more  exciting  to  deal  in  1,000-share  lots 
of  low-priced  stocks,  but  it  is  a  good  deal 
cheaper  to  deal  in  small  lots  of  high- 
priced  stocks.  The  difference  may  not 
seem  stupendous,  but  today  an  investor 
needs  all  the  breaks  he  can  get.  ■ 
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^  company  like  Sony  knows  high  technology 
hen  it  sees  it.  Sony  flies  Falcon. 


r  Corporation — billion  dollar  manufacturer  of  a  wide 
e  of  professional  and  consumer  electronic  equip- 
t — puts  high  technology  to  work  meeting  demands 
ncreasingly  versatile  products  for  broadcast  and 
e  use. 


Like  Betamaxf  the  world's  first  home  videorecorder — 
:h  can  actually  videotape  one  TV  show  while  you're 
:hing  another  one.  And  Trinitrorfcolor  TV,  the  only 
with  the  unique  one-gun,  one-lens  system  for  the 
pest  picture  imaginable. 


Sony  Corporation  also  puts  high  technology  to  work 
meeting  its  business  transportation  requirements. 

Sony  flies  two  Falcon  10's — the  versatile  7-passenger 
alternative  to  less  efficient  corporate  jets. 

Advanced  aerodynamic  design,  computer-proven 
engineering  and  quiet  fanjet  engines  make  the  Falcon  10 
up  to  50%  more  efficient  than  other  business  jets.  The 
Falcon  10  is  right  in  line  with  today's  corporate  demands 
for  fast,  reliable,  versatile  transportation. 

There's  a  Falcon  jet  for  every  corporate  need — the 
7-place  Falcon  10,  the  10-place  Falcon  20,  and  the  3-engine 
transoceanic  12-place  Falcon  50.  For  information  on  the 
high  technology  Faicon  business  jets,  contact  C.C.  Fleming, 
President,  Falcon  Jet  Corporation,  Teterboro  Airport, 
Teterboro,  NJ  07608.  Phone  (201)  288-5300. 


Falcon  10 

Can  you  really  afford  anything  less? 


"Sony,"  "Betamax"  and  "Trinitron"  are  registered  trademarks  of  the  Sony 
Corporation  of  America. 


Goliath,  Meet  A 
Couple  Of  Davids 

In  oil-well  logging,  Schlumberger  is  the  company  to 
beat.  Two  smallish  companies  are  about  to  try  to  do 
just  that  in  a  hot  new  drilling  development. 


Schlumberger  Ltd.,  the  world's  pre- 
mier oil-  and  gas-well  logging  company, 
belongs  to  the  small  handful  of  tradition- 
al growth  stocks  that  have  not  lost  their 
allure  in  recent  years.  It  sells  for  15 
times  earnings,  and  its  profitability  is  the 
envy  of  U.S.  industry:  In  1976  it  netted 
16%  on  sales,  23%  on  stockholders'  equi- 
ty. "Schlumberger  is  the  IBM  of  the  oil 
field  service  industry,"  says  Ralph  F. 
Spinnler.  "To  date  there  really  isn't  any- 
body competing  with  those  guys,"  adds 
Marvin  Gearhart.  "They've  kind  of  got  it 
to  themselves." 

So  Spinnler  and  Gearhart  are  chal- 
lenging Schlumberger. 

Spinnler' s  company  is  Teleco  Inc.,  a 
joint  venture  of  Raymond  Precision  In- 
dustries Inc.  and  Societe  Nationale  Elf 
Aquataine,  the  big  French  oil  company. 
Gearhart's  is  Gearhart-Owen  Industries 
of  Ft.  Worth.  The  upstart  wireline  ser- 
vices company,  with  about  $85  million  in 
revenues,  has  wrested  about  7%  of  the 
lucrative  U.S.  market  away  from  the  gi- 
ants. Wireline  logging  is  a  way  to  gather 
information  from  a  well.  To  use  the 
equipment,  the  drill  is  pulled  up  and  the 
logging  equipment  dropped  in. 

But  there  is  also  another  develop- 
ment: "measurements  while  drilling,"  in 
which  certain  kinds  of  measuring  and 
monitoring  go  on  simultaneously  with 
the  drilling.  Oilmen  regard  use  of  this 
kind  of  equipment  as  an  extremely 
promising  development.  The  basic  prin- 
ciple is  simple  enough.  Modern  offshore 
wells,  particularly  deep  directional  drill- 
ing in  places  like  the  North  Sea,  involve 
repeated  delays  while  the  rig  is  shut 
down  and  instruments  lowered  to  make 
sure  the  bit  is  on  the  right  track.  Each  of 
these  shutdowns  can  last  up  to  an  hour 
and  a  half,  or  as  much  as  six  days  of 
downtime  per  well.  This  costs  over  $1 
million  a  year  on  a  big  offshore  platform. 
If  directional  sensors  could  be  embed- 
ded in  the  drilling  tool  and  some  way 
found  of  transmitting  the  information  to 
the  surface  while  drilling,  it  would  mean 
enormous  savings  industrywide. 

For  years  the  industry  has  been  try- 


ing to  do  this.  Over  40  companies,  large 
and  small,  are  involved  in  some  sort  of 
measurements-while-drilling  research 
program.  But  at  the  head  of  the  pack, 
with  new  systems  that  will  probably  go 
into  commercial  operation  later  this 
year,  are  Teleco,  Gearhart-Owen — and 
Schlumberger. 

All  three  use  the  most  homely  medi- 
um to  get  to  the  surface  the  digital  data 
gathered  by  tiny  electronic  sensors. 
They  transmit  the  data  in  a  series  of 
pressure  pulses  through  the  mixture  of 
water,  clay  and  chemicals  known  as 
"mud"  that  is  pumped  down  the  shaft  to 
lubricate  the  drilling  bit.  In  other  ways, 
though,  the  systems  are  radically  differ- 
ent. Through  those  differences,  Teleco 
and  Gearhart-Owen  hope  to  find  niches 
against  Schlumberger. 

Schlumberger  itself  is  doing  its  usual 
cautious  and  thorough  job.  Its  prototype, 
being  tested  by  two  major  oil  companies 
in  the  Gulf  of  Mexico,  is  highly  sophisti- 
cated. It  will  measure  not  only  direction 
but  also  temperature,  weight  on  the  bit 
and  other  indicators  which  warn  of  a 
possible  blowout.  (It  reportedly  will  cost 
about  $4,000  a  day.)  Phillip  K.  Meyer, 
vice  president  of  the  Wall  Street  broker- 
age house  F.  Eberstadt,  describes  the 
competition:  "It  will  be  like  minicom- 
puters against  a  mainframe.  Schlum- 
berger's got  the  mainframe.  But  the 
minis  have  been  successful  too.  " 

Teleco  is  competing  in  classic  high- 
technology  fashion — by  concentrating  on 
directional  drilling  and  aiming  for  high 
reliability  and  lower  cost. 

Teleco  boss  Spinnler  is  an  engineer 
who  has  been  working  on  measure- 
ments-while-drilling technology  for  al- 
most ten  years.  Says  he:  "The  bottom 
line  to  ail  this  is  the  number  of  hours  the 
equipment  operates  in  the  well  without 
failure."  So  far,  Teleco's  system  has  op- 
erated for  up  to  272  hours  at  depths  of 
12,500  feet,  and  the  company's  goal  is  to 
achieve  consistently  250  hours  of  trou- 
ble-free operation  by  the  time  the  equip- 
ment goes  into  commercial  use  this 
spring  in  the  North  Sea  (at  prices  report- 


Well-Logging  Upstart:  Marvin  Gearhart 
is  taking  on  Schlumberger  in  new  "mea- 
surement while  drilling"  equipment. 


edly  30%  below  Schlumberger's). 

Teleco  also  has  some  powerful  friends. 
In  addition  to  Elf  Aquataine,  it  has  a  $2- 
million  development  contract  with  the 
U.S.  Department  of  Energy,  $750,000  in 
interest-free  loans  and  $150,000  as  a  pre- 
paid service  contract  from  Exxon, 
Amoco,  Chevron,  Continental,  Placid 
Oil  and  Shell.  Some  of  the  same  compa- 
nies have  also  guaranteed  one  year  of 
service  on  their  platforms  in  the  North 
Sea.  Raymond  Precision  raised  $2.2  mil- 
lion in  new  funds  with  a  150,000-share 
stock  offering  last  fall.  Elf  Aquataine  has 
matched  that  in  loans.  Altogether,  Te- 
leco and  its  parent  companies  have  spent 
about  $10  million  in  research  and 
development. 

Gearhart-Owen  also  intends  to  com- 
pete on  price.  Its  telemetry  is  simplified 
and,  says  Gearhart,  "Our  whole  down- 
hole  tool  shouldn't  cost  more  than  about 
$20,000  compared  with  somewhere  be- 
tween $200,000  and  $250,000  for 
Schlumberger's.  We  believe  those  ex- 
pensive tools  will  be  restricted  to  off- 
shore wells.  We  think  ours  will  be  ap- 
plicable to  land  rigs  as  well." 

Whatever  the  outcome,  the  moment 
of  truth  is  at  hand  for  two  highflyers. 
Raymond  Precision's  stock  on  the  Ameri- 
can Stock  Exchange  rose  from  7%  in 
1975  to  27  in  1977  (recent  price:  15). 
Gearhart-Owen  was  below  10  in  1973, 
soared  nearly  to  47Vi  on  the  NYSE  last 
year  and  was  at  40  recently.  They  have  a 
lot  riding  on  finding  a  niche  against 
Schlumberger.  ■ 
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LmtroducingThe 
Frank  B.  Hall  of  Fame. 

Named  after  the  worlds  most  inventive  corporate  insurance  broker. 
Here,  Frank  B.  Hall  stands  behind  a  handful  of  his  190,000  unique  clients. 
Firms  whose  property  and  casualty  risks  he  protects— as  well  as  the  welfare 
of  their  employees.  One  of  our  66  local  offices  can  showyouexactlywhy 
these  illustrious  firms  chose  Frank  B.  Hall. 


VIE7 

Dillingham  |~g 


CFBRAUN 
&CO 


C 

Citi|  Investing 


mm 


We  make  you  safe. 
You  make  us  famous. 


DISCOVERED 


A  plastic  foam 
that  helps  protect  you  17  different  waj 


AUniroyal  plastic  foam  called 
Ensolite  has  changed  the 
shape  of  the  old-fashioned  life 
jacket.  But  that's  only  part  of  what 
Ensolite  does.  It  helps  protect  peo- 
ple in  places  as  different  as  football 
fields  and  mountain  tops. 


The  first  time  you  notice  Ensolite 
may  be  the  next  time  you  buy  a  life 
jacket. 

Life  preservers  used  to  be  stiff  and 
uncomfortable  — a  lot  of  people 
wouldn't  wear  them  for  love  or  money. 
Obviously,  life  jackets  can't  save  lives 
when  they're  so  uncomfortable  that 
they're  left  in  the  bottom  of  the  boat. 

According  to  the  U.S.  Coast  Guard, 
life  preservers  that  are  more  comfort- 
able are  more  likely  to  be  worn  than 
stiff,  bulky  types. 

Buoyant  Ensolite  life  preservers  are 
compact,  lightweight,  soft,  and  drape 


easily  around  your  body.  (In  fact, 
manufacturers  of  quality  life  ja 
now  use  Ensolite.) 

But  these  are  only  some  of  Ensc 
remarkable  properties. 

Used  in 
hundreds  of  products 

Ensolite  is  also  a  shock-absorben 
ding,  used  in  everything  from  foe 

Open  cell  foam  vs.  Ensolite.  Left: 
section  of  ordinary  urethane  foam, 
cells  absorb  water,  readily  collapse 
impact.  Right:  cross  section  of  En 
Closed  cells  with  solid  walls  shut  out  a 
water.  Ideal  for  insulation,  flotation, 
absorption. 


fM 
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j  of  the  ways  shock-absorbing,  buoyant,  insulating  En  soli  te  can  protect  you: 
•aseball  and  football  helmets,  wrestlers'  masks,  life  jackets,  elbow  and  hip  pads, 
shin  guards,  karate  gloves,  insulated  boots,  flotation  suits. 


ts  to  operating-table  mats.  It 
ns  the  falls  of  wrestlers,  ballet 
■s,  and  even  U.S.  astronauts— 
?ere  protected  by  Ensolite  mats 
sracticing  the  maneuvers  they'd 
in  weightless  space. 
;olite  is  also  used  to  insulate  cars, 
les,  and  other  vehicles  against 
id  cold.  Mountain  climbers  have 


Without  Ensolite: 
/  320  lbs.  pressure/sq.  in 


e  "comfortable"  tennis 

oratory  tests  show 
ilated  tennis  racket  handle 
led  with  Ensolite  (bottom) 
rbs  4.7  times  as  much  stress 
indie  without  Ensolite. 


■gmssm 

\  Witt 


With  Ensolite: 
68  lbs.  pressure/sq.  in 


even  slept  on  W  sheets  of  Ensolite  in 
temperatures  plunging  to  -30°F. 

But  helping  protect  people  isn't  all 
that  Ensolite  does. 

It  cuts  noise  and  vibration  in  air- 
conditioning  units.  Keeps  oil-contain- 
ment booms  afloat  at  sea.  Keep>s  con- 
densation from  forming  in  the  missile 
tubes  and  hull  of  Polaris  submarines. 

(It  also  reduced  the  weight 
of  the  sub  by  22  tons.) 
Forming  plastic 
with  gas 
Ensolite  evolved  out  of 
Uniroyal's  expertise  in 
commercial  blowing 
agents- the  chemicals  used 
to  turn  plastic  and  rubber 
substances  into  spongy 
foams. 

By  working  with  highly 
sophisticated  Uniroyal 
blowing  agents,  our  chem- 
ists created  a  formidable 
range  of  different  Ensolite 
foams— for  everything  from 


featherweight  insulation  to  the  bump- 
ers used  in  docking  supertankers. 

.  Over  1,400 
Uniroyal  discoveries 

Ensolite  is  only  one  of  Uniroyal's  dis- 
coveries. We've  been  granted  more 
than  1,400  patents  in  the  past  17  years. 
We  have  over  1,500  scientists,  engi- 
neers, and  technicians  in  many  fields 
working  to  develop  new  Uniroyal 
products. 

Uniroyal  discoveries  have  paid  off  in 
substantial  sales  growth.  We're  a  com- 
pany with  $1.6  billion  in  assets  these 
days.  But  we  like  to  think  our  biggest 
asset  isn't  even  on  the  balance  sheet. 

Our  urge  to  discover. 

For  more  information  on  the  many  applica- 
tions of  Uniroyal  Ensolite  as  an  insulating, 
shock-absorbing,  and  flotation  material, 
write  to  John  Kroske,  Uniroyal,  Inc.,  312 

HHHHHHH  North  Hili  Street, 
|  Mishawaka,  Indiana 

UNIROYAL  ^4,5?2'mphone 


chemical,  rubber  and  plastic  products  worldwide 


Patricia  Rogers  understands 
the  subject  of  nuclear  power 

and  its  importance  in  this  age    PfrtriC13l  ROSSdTS 

of  ever  changing  energy  supply.        ,  ^ 

Her  understanding  comes  ^  pJUft  OI 

from  on-the-job  experience  in      tllC  K*I^I  tjCcUll 

l^fc^eS31  supplying  nuclear  materials 


uranium,  coal,  chemicals, 
wood  products  and  fertilizers 

Patricia  Rogers  is  one  of 
Kerr-McGee's  valuable 
human  resources  working 
with  vital  natural  resources . . 
a  well-balanced 
team  effort 


uranium  concentrate  into 
uranium  hexafluoride 
(UFe),  one  of  the  many  steps 
in  turning  energy-packed 
crude  ore  into  an  effective 
fuel  for  generating  electricity. 

As  a  warehouse  worker, 
secretary  and  health  physics 
technician  at  Kerr-McGee's 


for  America's  futUlCe.  designed  to  help  keep 

•America  moving! 

Patricia  has  learned  first-hand 
the  safety,  cleanliness  and 
reliability  of  nuclear  conversion 
and  processing. 

Patricia  is  one  of  the  more 
than  10.000  K-M  people 
involved  in  finding  and 


KERR-MCGEE  CORPORATION 

KERB-MCGEE  CENTER  ■  OKLAHOMA  CITY  OKLAHOMA  7312 


UFe  plant  in  eastern  Oklahoma,  producing  oil  and  gas. 


Putting  natural  resources 
to  work  for  you. 


PETROLEUM      •      NUCLEAR      •     COAL     •  CHEMICALS 


Faces  Behind  The  Figures 


The  House's  Money:  Whatever  he  does  as  the  new  head  of  Ward  Foods,  no  one  can 
take  away  Jack  Yogman's  professional  and  financial  success  at  Seagram. 


An  Executive  Odyssey 

What  do  you  say  about  a  chief  executive 
who  has  gone  from  the  top  of  the  liquor 
industry  to  the  bottom  of  the  food  indus- 
try? Is  he  a  victim  of  the  Peter  Principle 
in  reverse? 

Not  in  the  case  of  Jack  Yogman,  57, 
who  this  month  steps  in  as  president  and 
chief  executive  officer  of  troubled  Ward 
Foods,  Inc. ,  following  a  19-year  career  at 
giant  Seagram  Co.,  where  he  rose  to 
president.  Why  did  he  leave  Seagram? 
Frankly,  he  says,  because  he  was  fired  in 
June  1976  by  Charles  and  Edgar  Bronf- 
man, the  company's  largest  stock- 
holders. Recalls  Yogman:  "Charles'  part- 
ing words  to  me  were:  'You've  had  a 
great  run.'  They  were  Bronfmans  and  I 
wasn't,  and  they  wanted  their  company 
back."  But  Yogman  didn't  exactly  land 
on  the  beach.  "They  gave  me  a  settle- 
ment well  into  the  seven  figures,"  he 
says  happily.  "In  return  for  all  this  dough 
I  gave  them  a  noncompete  clause  in  their 
principal  businesses,  wine,  liquor,  oil 
and  gas." 

At  loose  ends,  Yogman  joined  Es- 
quire, Inc.  as  vice  chairman.  His  salary 
of  $100,000  was  a  mere  pittance  com- 
pared with  the  $250,000  he  had  earned 
at  Seagram,  but,  as  he  says,  "1  didn't 
want  to  sit  around  doing  nothing." 

Yogman  also  joined  the  board  of  Ward 
Foods,  and  when  its  president,  Alvin 
Erlich,  died  in  December,  Yogman  was 
elected  by  the  board  to  succeed  him. 
Yogman  jumped  at  the  offer. 

"Ward,"  Yogman  says,  "is  a  company 


that  Al  Erlich  was  just  beginning  to  bring 
around  and  he  did  a  helluva  job.  But, 
says  Yogman,  "it's  got  a  long,  long  way  to 
go  with  a  debt-to-equity  ratio  of  12.9," 
(According  to  Forbes'  30th  Annual  Re- 
port on  American  Industry,  Ward 
ranked  at  the  bottom  of  the  diversified 
foods  category  with  across-the-board 
deficits  and  its  debt-to-equity  ratio  soar- 
ing above  the  0.4  industry  average.) 

New  Jersey- born  Yogman  plans  to 
continue  the  strategy  of  his  predecessor, 
including  selling  off  Ward's  entire  bak- 
ery operation,  which  incurred  operating 
losses  of  $12  million  in  1976,  and  focus- 
ing on  the  company's  profitable  candy, 
dairy  and  snack  division  (Chunky,  Oh 
Henry,  Dolly  Madison  ice  cream  and 
Raisinets,  among  others). 

Yogman  admits  that  running  Ward, 
which  has  suffered  such  heavy  losses  that 
its  stockholders'  equity  was  almost  wiped 
out,  is  going  to  be  tougher  than  running 
Seagram.  "There  was  never  a  crisis  at 
Seagram,  we  were  never  running  out  of 
money.  The  situation  at  Ward  Foods  is 
almost  a  crisis."  But  at  least  if  he  pulls 
this  one  off  there  won't  be  anyone 
around  to  fire  him.  ■ 


A  Mo- Win  Situation 

WHICH  HAT  are  you  wearing?  Consum- 
er? Stockholder?  Environmentalist?  Lo- 
cal booster?  It's  a  problem  facing  almost 
every  American,  and  it's  crystallized  by 
the  Catch-22  in  which  John  R.  White, 
chief  executive  officer  of  Ohio  Edison 


Co.,  finds  himself.  On  one  hand,  the 
Environmental  Protection  Agency  has 
dictated  that  his  utility  reduce  its  sulfur 
emissions,  and  the  state  EPA  has  gone 
along.  The  EPA  says  that  the  job  can  be 
done  by  adding  "scrubber"  devices 
through  which  high-sulfur  gas  is  reduced 
to  slurry  and  dumped.  Ohio  Edison,  in 
fact,  was  forced  to  allocate  $200  million 
for  scrubbers  before  its  subsidiary  Penn- 
sylvania Power  Co.  could  construct  and 
operate  a  new  plant  in  Shippingport,  Pa. 

Unfortunately,  according  to  White, 
the  scrubbers  don't  work  very  well.  The 
best  way  Ohio  Edison  has  found  to  re- 
duce emissions  is  to  buy  low-sulfur  west- 
ern coal.  But  Ohio  coal  producers,  abet- 
ted by  the  unions,  have  rammed  through 
the  state  legislature  a  graduated  tax  that 
currently  runs  an  average  of  30  cents  per 
ton  on  western  coals,  compared  with  an 
average  of  10  cents  a  ton  on  eastern 
coals.  The  law  is  designed  to  discourage 
importing  coal  into  Ohio,  which  pro- 
duces mostly  the  high-sulfur  variety. 

Ohio  Edison  is  trying  to  meet  the  EPA 
standards  at  the  lowest  possible  cost,  and 
is  experimenting  with  solvent  refining  of 
coal,  with  gasification  processes,  and  im- 
porting western  coals,  despite  the  larger 
tax.  Whatever  the  company  does,  it  will 
be  hurt  under  one  of  its  hats.  So  in 
addition  to  experimenting  with  new  pro- 
cesses, Ohio's  White  is  encouraging  citi- 
zens to  write  their  congressmen.  But,  of 
course,  the  question  is:  Write  them 
what?  Your  point  of  view  will  depend  on 
which  you  think  is  most  important:  Pro- 
tecting Ohio  coal,  keeping  the  air  clean 
or  keeping  utility  rates  low.  There  is  no 
way  to  have  all  three.  ■ 


Whipsawed:  While  the  EPA  is  giving 
)ohn  White  the  Old  One,  Ohio  coal 
interests  are  giving  him  the  Old  Two. 
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Faces  Behind  The  Figures 


Angel:  With  money  earned  trading 
chemicals,  Raymond  Learsy  is  backing  a 
"new  voice"  in  New  York  newspapers. 


Trader  At  The  Trib 

WHETHEB  they  offer  glamour,  prestige 
or  an  opportunity  to  aid  the  public  weal, 
there  are  certain  industries,  such  as 
show  business  or  publishing,  that  cause 
normally  cautious  businessmen  to  relax 
their  risk-reward  standards.  One  of  the 
latest  to  do  so  is  Raymond  J.  Learsy,  who 
became  chairman  of  New  York  s  new 
daily,  The  Trib.  after  injecting  a  much 
needed  chunk  of  capital  (reportedly  SI. 5 
million).  Normally,  Learsy  is  among  the 
hardest  nosed  of  businessmen,  for  he  is  a 
trader.  Beginning  in  1963,  after  a  short 
stint  with  a  large  trading  company,  now 
part  of  International  Minerals  &  Chemi- 
cal, Learsy  has  built  his  Agricultural  & 
Industrial  Chemicals,  Inc.  into  one  of 
the  top  five  chemical  traders  in  the 
world,  with  annual  volume  of  $100  mil- 
lion and  about  75  employees  around  the 
world.  Learsy  s  game  is  to  know  wheth- 
er, for  example,  U.S.  Steel's  agri-chemi- 
cal division  has  a  shortage  of  sulfur,  and 
whether  a  company  in,  say,  Mexico,  has 
a  surplus. 

But  unlike  a  block  trader  on  Wall 
Street,  Learsy  does  more  than  simply 
make  the  trade  or  position  the  product. 
His  firm  also  arranges  rail  transportation, 
ocean  transportation,  stevedoring,  fi- 
nancing and  foreign  exchange  credits  on 
most  deals.  "We  need  to  be  in  control 
over  all  those  factors,"  Learsy  says,  "be- 


cause our  profit  margins  are  very  small 
and  because  at  some  point  we  are  the 
owners  of  the  chemicals.'  With  his  busi- 
ness fairly  easy  to  enter,  Learsy  also 
constantly  needs  to  generate  ideas  for 
new  kinds  of  deals.  Last  year  he  became 
the  first  chemicals  trader  to  market  Brit- 
ish ammonia  in  the  U.S.  and  to  sell 
Caribbean  sulfur  in  Morocco.  The  year 
before  he  became  the  first  to  sell  Russian 
urea  to  Mexico.  The  year  before  that  he 
introduced  sulfur  from  Bahrain  to  India 
for  the  first  time. 

Now  Learsy  wants  to  invest  some  of 
his  trading  profits  in  less  hectic  manufac- 
turing businesses,  and  to  that  effect  has 
already  bought  an  interest  in  a  Texas 
phosphate  operation. 

But  wait  a  minute.  Where  does  The 
Trib  investment  fit  into  all  of  this0  W  ell. 
Learsy  admits,  "It  wasn't  altogether  a 
prudent  business  decision.'  But  he  adds 
that  "the  economics  of  The  Trib  are  so 
different  from  other  newspapers,  with 
reasonable  support  [from  advertisers], 
we  can  make  it  viable.  Learsy  says  he 
entered  the  picture  because  he  believes 
New  York,  as  the  U.S.  communications 
capital,  where  national  newscasters  and 
newsmagazines  follow  the  lead  of  the 
dailies,  needs  another  voice,  one  that  is 
more  conservative  than  the  Times.  He  is 
himself  calling  on  advertisers  to  urge 
their  support  of  the  new  venture.  ■ 


A  Fast  Start 

Harry  Todd's  motives  were  not  unusual, 
but  his  results  were.  "I  wanted  to  be  the 
head  guy  and  run  my  own  show,"  says 


the  former  Rockwell  International  vice 
president  of  operations.  His  chance 
came  in  1976  at  L.E.  Myers,  America's 
largest  builder  of  long-distance  transmis- 
sion facilities.  Myers,  tied  to  the  semi- 
dormant  U.S.  utility  industry,  was  losing 
$1.3  million  on  sales  of  $77  million.  "He 
came  in  like  a  whirlwind,  says  Myers] 
Financial  Vice  President  James  Ott. 
"From  Day  One,  Harry  ran  as  if  he  had 
to  do  it  all  in  a  year  and  a  half. 

Todd  hasn't  done  it  all.  but  last  year 
Myers  netted  $2.4  million  on  sales  of 
$140  million.  Return  on  equity  was  only 
8%,  but  that  was  more  than  double  the 
1976  level.  Earnings  per  share  are  ex- 
pected to  be  $1.05 — more  than  triple 
1976  earnings. 

Todd's  strategy  has  been  as  uncompli- 
cated as  his  motives:  Look  for  business 
where  the  business  is — outside  the  U.S. 
Thus,  he  pushed  through  a  $75-million 
contract  to  build  a  325-mile  electrical 
transmission  system  for  Aramco  by  using 
low-cost  but  well-trained  labor  hired 
through  a  new  recruiting  office  in  South 
Korea.  His  feat  has  now  brought  him  a 
second  Aramco  contract,  also  for  $75  mil- 
lion. "And  now  that  we  ve  installed  the 
initial  transmission  equipment,  it  follows 
that  they  will  buy  our  substations  and 
other  distribution  systems,  Todd  says, 
adding  that  the  acquisition  of  a  well- 
connected  and  savvy  partner  in  Saudi 
Arabia  hasn  t  hurt,  either. 

Myers  has  also  won  a  $20-million  con- 
tract from  Hydro-Quebec  s  James  Bay 
hydroelectric  project  to  construct  174 
miles  of  transmission  lines.  Here  the 
stakes  are  also  high:  If  the  company  does 
a  good  job,  it  could  land  a  substantial 


New  Approach:  L.E.  Myers'  Harry  Todd  has  impressed  the  Arabs  by  bidding  low 
and  finishing  on  time,  thereby  broadening  his  market  tremendously. 


96 


FORBES,  FEBRUARY  20,  1978 


This  machine  communicates 
over  150  words  per  minute  across  oceans 
at  less  than  IV2  cents  per  word. 


And  also  listens,  reacts,  sympathizes, 
charms,  persuades,  pleads,  cajoles,  apologizes, 
needles,  soothes,  explores,  informs,  explains 
and  does  whatever  else  it  takes  to  solve  the 
problem  or  close  the  sale. 

m  Call  overseas. 
Your  voice  makes  the  difference. 

Bell  System 


Faces  Behind  The  Figures 


portion  of  the  next  3,000  miles.  "I  saw  a 
turnaround  opportunity  that  has  come  to 
pass,"  says  Todd.  "It's  been  tough,  hut 
I'm  happy.  ■ 


Bridging  The  Gap 

Nine  years  ago,  Donald  G.  Fisher,  the 
owner  of  a  small  Sacramento  hotel,  or- 
dered several  pairs  of  jeans  from  a  Levi 
Strauss  salesman.  When  they  arrived 
from  the  factory,  the  jeans  didn't  fit. 
Fisher  tried  to  exchange  them  at  a  local 


Sociologist:  Retailer  Don  Fisher  of  The 
Gap  is  pursuing  his  Sixties  customers 
into  the  Seventies  and  Eighties. 


department  store,  hut  it  didn't  have  the 
size  he  needed.  Hence  his  idea  for  an  all- 
jeans  and  jeans-related  apparel  store  that 
stocks  every  conceivable  size.  Fisher  ap- 
proached Levi  Strauss  for  advice.  A  few 
months  later,  using  products  supplied  by 
Levi  Strauss,  Fisher  opened  his  first 
jeans  store  near  San  Francisco  State  Col- 
lege and  founded  a  new  company,  today 
called  The  Gap  Stores,  Inc.  (named  after 
the  then-fashionable  generation  gap, 
which  is  something  of  an  irony,  consider- 
ing that  Fisher  turned  49  last 
September). 

The  enormously  successful  Gap  now 
consists  of  286  stores  with  total  sales  of 
$158  million,  a  profit  of  about  $8  million 
and  a  glittering  return  on  equity  of  37%  in 
1977.  It  is  up  there  with  the  top  retailers 
recently  examined  in  the  Forbes  Annual 
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Report  on  American  Industry  (Jan.  9). 

Not  content  with  being  the  largest 
customer  of  Levi  Strauss,  Fisher  now  has 
another  idea:  the  Logo  Stores,  so  named 
because  the  storefronts  will  display  the 
logos  of  several  well-known  apparel 
brands.  "With  the  age  of  our  Gap  cus- 
tomer rising.  Fisher  says,  "we  decided 
to  shoot  for  a  slightly  older  market." 

Thus,  while  The  Gap  is  aimed  at  the 
16-to-30-year-old  market,  Logo,  with 
such  brands  as  Haggar  Slacks  (casual 
wear),  H.D.  Lee,  and,  naturally,  Levi 
Strauss,  will  target  the  18-to-40  age 
group.  "In  women's  fashions,  for  exam- 
ple. Fisher  says,  "we  ll  he  looking  for 
the  working  girl  who  cannot  wear  Gap 
clothes  to  work."  He  says  the  jury  is  still 
out  on  Logo  Stores — five  of  the  first  sev- 
en opened  the  day  before  Thanksgiving. 
But  he  is  trying  to  improve  the  new 
chain  s  chances  by  hiring  proven  talent 
from  such  organizations  as  Bonwit  Teller 
and  Abraham  &  Straus. 

What  ever  happened  to  those  original 
pairs  of  jeans?  Ever  the  promoter,  Fish- 
er says,  "Stv  les  changed  and  I  gave  them 
away.  I  own  about  20  new  pairs  now,  but 
I  don't  wear  them  to  work." 

All  20  pairs  fit,  however.  ■ 


Publishing  Patriarch 

"I  never  buy  or  start  a  magazine  with 
the  intention  of  selling  it,  says  Maxwell 
M.  Geffen,  81,  who  is  rumored  to  have 
amassed  a  fortune  of  $50  million  or  so  by 
starting  publishing  ventures  and  then 
selling  them.  Geffen,  a  low-profile,  be- 
hind-the-scenes operator,  seems  to  do 
such  a  good  job  with  his  magazines  that 
he  ends  up  with  offers  he  can't  resist. 
The  sale  of  his  Medical  World  News  and 


the  Blue  List,  among  other  properties, 
earned  Geffen  $30-million  worth  of 
McGraw-Hill  stock  in  the  Sixties.  Last 
month  he  sold  his  $l-milIion  investment 
in  Britain's  Morgan-Grampian  trade 
publishing  empire  for  about  $6  million. 

Morgan-Grampian  was  a  typical  Gef- 
fen deal.  He  put  a  bright  young  British 
publisher,  Graham  Sherren  (whom  Gef- 
fen calls  "my  younger  legs  "),  in  charge 
and  gave  him  free  reign.  Along  came 
Rupert  Murdoch,  who  wanted  to  buy  the 
company.  "He  made  us  a  ridiculous  of- 
fer. We  threw  him  out,"  Geffen  sa\s 
Eight  other  offers  were  rejected  until 
British  conglomerator  Victor  Matthews 
of  Trafalgar  House  (which  last  July 
bought  the  Beaverbrook  newspaper 
chain)  offered  13  times  earnings.  "They 
got  into  publishing  only  last  year  and 
wanted  to  merge  us  with  Beaverbrook!" 
Geffen  says  of  Trafalgar,  and  adds:  "They 
didn't  know  one  sheet  of  paper  from 
another.  We  said.  Tie  us  up  with  the 
London  press  unions  and  we'd  be  out  of 
business  in  a  month.'  They  had  to  back 
off  that  idea.  Quite  obviously  Geffen 
dislikes  seeing  the  publishing  properties 
he  nurtured  in  others  hands — even 
when  the  price  is  right. 

Nor  is  he  retiring.  He  continues  to 
publish  Family  Health  and  7007  Deco- 
rating Ideas  through  a  private  company 
he  owns.  He  says  he  is  "looking  serious- 
ly at  five  possible  new  ventures,  includ- 
ing a  fashion  magazine  for  blacks  and  a 
new  health  magazine.  Geffen  still  seeks 
young  publishing  talent,  giving  it  the 
advantage  of  his  wisdom  and  enthusiasm; 
and,  sometimes,  financial  backing. 
"There  are  still  tremendous  opportuni- 
ties in  publishing  everywhere,"  he  says, 
"as  long  as  you  have  the  right  concept 
and  are  willing  to  drive  yourself.  ■ 


Technology  and  the  National  Energy  Plan: 

Offense  or  Defense? 


hen  people  ponder  America's  energy 
ture,  there  is  a  tendency  to  blame 
:chnology"  for  not  delivering  what 
s  expected  of  it  and  to  cite  "the  limi- 
ions  of  technological  growth." 
ie  current  energy  crisis  is  not  a  fail- 
;  of  technology,  nor  does  it  forecast 
1  end  of  technological  progress, 
ice  the  winter  of  1973,  we  have  been 
d  that  our  supplies  of  oil  and  natural 
s  are  rapidly  dwindling.  And  that  we 
e  likely  to  run  out  of  these  fuels 
thin  the  next  two  decades. 
It  is  not  that  technology  has  failed 
nor  that  we  have  reached  the  limits 
growth  in  production  and  consump- 
n  of  energy.  Our  energy  problems 
:  due  to  the  fact  that  the  world  has 
Jdenly  entered  a  new  era  of  higher- 
ced  energy  to  which  it  must  adjust, 
is  an  economic  problem,  not  an  in- 
uble  technological  one. 
ie  National  Energy  Plan  is  a  neces- 
■y  step  forward.  But  only  a  half-step, 
wernment  policymakers  appear  to 
ve  lost  sight  of  the  fact  that  our  prob- 
ns  stem  from  a  dwindling  supply  of 
and  natural  gas  and  escalating  en- 
;y  costs.  Instead  they  have  developed 
National  Energy  Plan  that  refers  to 
nservation  as  its  cornerstone  and  pre- 
lts  a  set  of  complicated  measures  to 
lit  energy  consumption.  Few  people 
iuld  disagree  that  conservation  is 
:essary. 

nservation  merely  copes  with  the 
)blem.  It  doesn't  solve  it. 

e  National  Energy  Plan's  emphasis 
iders  the  use  of  existing  technologies 
help  resolve  our  problems. 
Production  of  oil  and  natural  gas  un- 
"  the  Plan  would  be  suppressed  by 
itinual  price  controls.  New  taxes  on 
iduction  would  raise  the  price  of  oil 
d  natural  gas  to  help  curtail  their 
But  much  of  the  resulting  revenue 
,uld  be  channeled  directly  to  con- 
ners  and  would  largely  be  withheld 
■m  the  energy  industries  that  need  it 
help  finance  expensive  new  explora- 
n  and  development  projects. 
Too,  present  government  policies 
uld  delay  the  leasing  of  federally 
strolled  offshore  areas  for  potential 
ling,  as  well  as  the  opening  of  new 
'il  mines. 


Red  tape  and  environmental  con- 
cerns will  severely  handicap  the  con- 
struction of  nuclear  power  facilities. 
Construction  lead  times  for  new  nu- 
clear plants  have  now  been  extended  to 
more  than  ten  years,  as  compared  to 
less  than  five  years  in  Japan. 

Finally,  the  National  Energy  Plan  re- 
gards coal  as  the  major  short-term 
energy  source.  But  the  government's 
anticipated  increased  production  of  coal 
has  been  cited  by  the  General  Account- 
ingOffice  as  "wholly  unrealistic, "mainly 
because  new  environmental  regulations 
create  more  economic  and  production 
problems  than  they  solve. 

The  technologies  to  deliver  more  en- 
ergy exist  today.  But  the  National 
Energy  Plan  does  not  encourage  their 
application. 

The  technology  for  deriving  gas  and 
liquid  fuels  from  coal  is  well  advanced 
in  the  demonstration  stage.  The  tech- 
nology for  deriving  petroleum  from  oil- 
bearing  shale  is  now  entering  the  dem- 
onstration stage.  The  Liquid  Metal  Fast 
Breeder  Reactor  is  considered  by  the 
General  Accounting  Office  to  be  "the 
likely  vehicle  for  assuring  that  nuclear 
fission  will  be  a  reliable  energy  source 
through  the  21st  Century  and  beyond." 

Production  of  hydrogen  from  water, 
coal,  or  oil  shale  could  produce  energy 
equal  to  all  the  natural  gas  we  are  now 
using.  And  electricity  could  be  pro- 
duced by  "ocean  thermal  energy  con- 
version." 


Any  one  of  these  and  other  alternate 
sources  of  energy  could  provide  the 
"solution"  to  our  problems.  That  re- 
quires a  massive  commitment  and  in- 
vestment. Probably  on  the  magnitude  of 
our  commitment  to  the  Manhattan 
Project  and  the  Apollo  program.  The 
investment  may  seem  staggering.  But 
considering  the  long-range  impact  on 
society,  the  goal  of  a  secure  energy  fu- 
ture is  of  equal  or  greater  importance. 
Unfortunately,  there  are  signs  that  gov- 
ernment will  curtail  its  support  of 
technology. 

The  present  administration's  budget 
proposals  for  federal  funding  on  energy 
research  and  development  focus  largely 
on  conservation  methods. 

Perhaps  this  attitude  reflects  political 
realities.  Under  the  American  system 
of  government,  elected  officials  have 
often  been  led  to  focus  on  the  prob- 
lems of  today  at  the  expense  of  the  solu- 
tions to  the  problems  of  tomorrow. 

Solving  our  energy  problems  requires 
statesmanship,  not  politics.  We  need 
leaders  of  vision  who  can  focus  on  the 
horizon  of  the  21st  Century  as  well  as 
on  the  rocky  path  of  the  next  five  to  ten 
years. 

Ultimately,  history  will  treat  more 
kindly  those  who  would  provide  solu- 
tions to  our  energy  problems  than  those 
who  would  simply  have  us  endure  them. 

Government  policymakers  should 
abandon  their  defensive  posture  and 
take  the  offensive.  There  are  many 
things  government  can  do  in  addition 
to  emphasizing  conservation.  Such  as 
promote  greater  tax  benefits  to  moti- 
vate industry  to  invest  in  energy-related 
R&D.  Federal  loan  guarantees,  such  as 
those  already  in  effect  in  the  housing 
and  shipbuilding  industries,  are  needed 
for  industries  which  develop  energy- 
related  technologies.  And  government 
should  increase  collaboration  with  pri- 
vate industry  to  promote  development 
of  those  technologies  that  will  make  our 
future  energy-rich. 

As  it  has  in  the  past,  technology  will 
provide  the  solutions.  But  we  need  to 
develop  the  positive  environment  for 
technological  progress.  Today. 
Science  and  technology  can  solve  many 
problems.  If  they  don't,  what  else  will? 


(is  message  is  a  condensation  of  a  12-page  Gould  White  Paper, 
echnology  and  the  Energy  Plan."  For  the  complete  text,  write  Gould  Inc., 
pt.  F8-2,  10  Gould  Center,  Rolling  Meadows,  Illinois  60008. 
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Faces  Behind  The  Figures 


Rich...And  Hungry 

Could  anyone  do  the  job?  Would  any- 
one take  the  job?  In  1969  Lehman  Bros, 
asked  Donald  A.  Pels,  then  number  two 
man  at  healthy  Capital  Cities  Broadcast- 
ing, to  recommend  a  new  chief  executive 
officer  for  Lin  Broadcasting,  a  tiny  con- 
glomerate nightmare.  At  the  time,  the 
FCC  was  investigating  the  unauthorized 
transfer  of  control  of  Lin  broadcast  li- 
censes, the  SEC  was  investigating  the 
possible  manipulation  of  Lin  stock,  a 
grand  jury  was  investigating  possible 
fraud  in  connection  with  Lin's  education 
division  and  40  franchisees  were  suing 
Lin's  art  gallery  division.  \ 

Then  there  was  the  really  bad  news: 
Lin  was  losing  $1  million  on  sales  of  only 
$18  million.  But  once  Pels  stepped  back 
and  examined  the  situation,  he  unre- 
servedly recommended  himself  for  the 
job.  "What  I  saw  when  I  looked  at  Lin, 
were  some  very  valuable  broadcasting 


Pels'  Problem:  His  basic  broadcast  bus- 
iness is  throwing  off  so  much  cash  he's 
on  the  prowl  for  bigger  things. 


properties.  If  the  company  abandoned  its 
nonbroadcasting  business,  it  could  create 
tax-loss  carryforwards  and  survive."  Pels 
kept  six  radio  stations  and  two  small-town 
TV  stations  and  shut  down  almost  every- 
thing else.  That  helped  create  a  $20- 
million  tax-loss  carryforward  which  lasted 
until  1976,  when  Pels'  broadcasting  oper- 
ations were  printing  money. 

In  1974  Pels  sold  some  of  his  radio 
stations  and  more  than  doubled  his  debt 
to  $58  million  to  take  advantage  of  the 
chance  to  buy  Capital  Cities'  Ft.  Worth- 
Dallas  TV  station,  KXAS.  "I  heard  about 
the  deal  on  a  Saturday  afternoon,''  Pels 


says,  "got  together  with  Citibank  Sunday 
in  my  office,  and  by  Monday  noOn  we 
had  a  loan  commitment. " 

KXAS  put  Lin  over  the  top.  That's 
because  the'bigger  the  market,  the  bigger 
the  profit  margin.  Bevenues  since  the 
acquisition  have  almost  doubled  to  $44 
million  and  profits  have  quadrupled  to 
over  $8  million,  giving  the  company  an 
aftertax  profit  margin  ofl9%.  "The  nature 
of  the  broadcasting  industry,"  Pels  says, 
"is  that,  after  breakeven,  as  much  as  70% 
of  each  incremental  sales  dollar  can  be 
brought  down  to  pretax  income." 

Pels  expects  Lin  to  generate  enough 
cash  that  it  will  be  free  of  debt  in  two 
years,  so  he  is  looking  for  "a  fairly  large 
acquisition  where  the  CEO  is  about  to 
retire.  "  Pels  was  a  bidder  for  Coca-Cola 
of  Los  Angeles,  which  Northwest  Indus- 
tries snatched  away,  and  he  also  made  a 
pass  at  Speidel  Newspapers,  which 
eventually  went  to  Gannett.  That  leaves 
Pels  cash  rich  and  still  "stuck"  with  per- 
haps $100  million  in  borrowing  power. 
Bisk-taker  Pels  has  been  well  rewarded 
for  taking  the  job  no  one  else  wanted. 
Today  his  Lin  holdings  are  worth  $3 
million.  With  a  salary  of  $225,000  and  a 
bonus  of  $100,000,  no  wonder  he's  look- 
ing to  do  more  of  the  same.  ■ 


Doing  Nothing  Well 

One  of  President  Carter's  problems, 
says  former  Labor  and  Treasury  Secre- 
tary George  P.  Shultz,  is  that  he  appears 
to  think  "governmental  organization  is 
about  efficiency"  (Forbes,  Feb.  6). 

Well,  isn't  it?  No,  says  Shultz.  "It 
isn't.  What  governmental  organization 
really  is  about  is  deciding  what  units  of 
organization  to  put  in  the  same  bin  so  the 
person  in  charge  can  make  balanced  de- 
cisions on  conflicting  elements — because 
every  decision  he  can't  resolve  goes  ulti- 
mately to  the  President."  Believing  the 
load  on  the  President,  then,  is  what  fed- 
eral reorganization  should  really  be  con- 
cerned with. 

Business  and  economics,  on  the  other 
hand,  are  about  efficiency,  which  is  why, 
says  Shultz,  businessmen  spend  a  lot  of 
time  "bitching  about  the  government. 
Most  politicians  will  nod  to  efficiency, 
but  it  is  usually  little  more  than  a  nod. 
The  drummer  the  politician  marches  to 
is:  What  is  the  equitable  solution?" 

Shultz  has  been  on  both  sides  of  the 
fence  during  his  career.  A  Ph.D.  in  eco- 
nomics (MIT,  1949),  he  has  been  a  pro- 
fessor, dean  of  the  University  of  Chicago 
Business  School  and,  in  the  NLxon  Ad- 
ministration, Secretary  of  Labor,  direc- 


Just  Sit  There:  Don't  sneer  at  do-nothing 
government,  says  George  Shultz.  At 
times  it's  a  great  public  service. 


tor  of  the  Office  of  Management  &  Bud- 
get and  Secretary  of  the  Treasury.  He  is 
currently  president  of  Bechtel  Corp.  and 
a  professor  of  management  and  public 
policy  at  the  Stanford  University  Busi- 
ness School. 

"In  business,  if  you  tell  somebody  to 
do  something,  you'd  better  be  careful, 
because  there's  a  high  probability  he's 
going  to  do  it,"  says  Shultz.  "In  govern- 
ment, he  11  leak  it  to  the  press  or  do 
various  other  things  with  it,  but  there's  a 
good  chance  he's  not  going  to  do  it. 
Business  is  a  pyramidal  structure,  gov- 
ernment essentially  a  flat  structure." 

As  Labor  Secretary,  Shultz  was  well 
known  as  an  advocate  of  intelligently 
benign  neglect.  When  he  took  office  in 
1969,  an  East  Coast  longshoremen's 
strike  had  just  resumed  upon  the  expira- 
tion of  a  Taft-Hartley  injunction  invoked 
by  outgoing  President  Lyndon  B.  John- 
son. Shultz  stayed  out  of  it,  and  the 
strike  was  settled.  "All  labor  disputes  are 
settled  eventually,"  he  says.  "This  one 
was  no  exception." 

Hence  his  warning  against  trying  to 
apply  business  principles  to  govern- 
ment. It's  not  that  Shultz  is  happy  with 
the  way  government  operates,  it's  just 
that  as  a  true  conservative  he  is  suspi- 
cious of  any  kind  of  overzealous  activism. 
When  Nixon  counsel  John  Dean  in  1972 
demanded  that  the  Internal  Bevenue 
Service  investigate  the  President's  "en- 
emies list,"  Treasury  Secretary  Shultz' 
order  to  the  IBS  was;  "Do  nothing." 

Those,  he  says,  "were  perhaps  my  two 
most  important  words  during  six  years  ofl 
government  service."  ■ 
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.  •  and  facts 


ie  4th  Annual  FORBES  Arabic  Issue  will 
;  published  September,  1978. 

will  be  distributed  to  a  carefully-researched  list 
over  20,000  businessmen,  financiers,  journalists, 
)vernment  and  educational  leaders  throughout 
e  Middle  East. 


JACE  AVAILABILITIES  AND  RATES: 

Four-color  page  $3,190 

Two-color  page  $2,585 

Black  &  White  page  $2,200 

Two-thirds  page  or  less  $1,650 

.OSING  DATES: 

All  full  page  advertisements  May  15,  1978 

All  fractional  units  May  1,  1978 


>  the  focus  of  international  power  and  wealth 
lift  more  and  more  to  the  energy-affluent  nations 
the  Middle  East,  the  importance  of  communi- 
iting  with  this  critical  market  escapes  no  business 
:ecutive  with  bottom-line  responsibilities  for  his 
>rporation. 

an  now  to  advertise  in  the  4th  Annual  Arabic 
sue  of  FORBES.  This  is  probably  the  most  impor- 
nt  single  opportunity  of  the  year  to  present  your 
>mpany's  message  to  the  center  of  influence  in 
day's  Arab-speaking  world.  Don't  fail  to  be 
presented. 


"My  warmest  congratulations  on  the 
successful  Arabic  version  of  Forbes." 
Hisham  M.  Nazer,  Minister  of  Planning, 
Kingdom  of  Saudi  Arabia 

"Fascinating  issue  ...  an  important  thing  to  do." 
Edmund  T.  Pratt,  Jr.,  Chairman,  Pfizer,  Inc. 

"You  do  an  outstanding  job  on  the  Arabic  issues 
and  we  are  pleased  that  we  are  part  of  them." 
Gerald  H.  Trautman,  Chairman,  The  Greyhound 
Corporation 

"Forbes  is  as  good  in  Arabic  as  it  is  in  English 

which,  of  course,  surprises  no  one." 

Ali  Bengelloun,  The  Ambassador  of  Morocco 

"An  outstanding  effort." 

Albert  V.  Casey,  Chairman  &  President, 

American  Airlines,  Inc. 


"The  efforts  of  your  editorial  staff  are 

doing  much  to  promote  understanding 

and  trade  with  the  Arab  World.  We 

applaud  your  efforts." 

P.  H.  Henson,  Chairman, 

United  Telecommunications.  Inc. 
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For  more  information,  contact  your  FORBES 
representative,  or  write  to  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  10011. 


FORBES:  CAPITALIST  TOOL 


The  Nile  River  Delta 
and  Delta  Junction,  Alaska. 
A  world 


But  Continental  Telephone  Cor- 
poration is  there.  In  Egypt,  Iran, 
Grenada,  Barbados,  Grand  Bahama, 
Canada  and  in  forty-one  states. 

In  Eygpt  and  Iran,  Continental 
Telephone  is  providing  the  manage- 
ment expertise  in  the  planning  and 
development  of  telecommunications 
systems  and  the  construction  of  basic 
telephone  plants.  In  the  United 
States,  Canada  and  the  Caribbean  it 
provides  telephone  service  to  two  and 
a  half  million  subscribers. 

In  only  seventeen  years, 
Continental  Telephone  has  grown  to 
the  fourth  largest  telecommunications 
system  in  America. 
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Growth  has  been  accompanied  by 
stability.  Dividend  payments  have  in- 
creased each  year  since  our  first  declara- 
tion in  1964. 

Some  54,000  shareholders  have  in- 
vested in  our  future.  We  invite  you  to  learn 
more  about  us  by  writing  to  Continental 
Telephone  Corporation,  56  Perimeter 
Center  East,  Atlanta,  Georgia  30346. 


CONTINENTAL 

TELEPHONE 
CORPORATION 


Building  Solid  Growth 
TJtrOugh  Better  Service 


Forbes 


Money  And  Investments 


'roductivity  Gains:  Lost  And  Gone  Forever 


headline  late  last  month  read,  "Dow  down  9.10  on  news  of 
g  in  productivity.  If  it  depends  upon  some  good  news  on  the 
roductivity  front,  the  Dow  Jones  industrials  probably  won't 
It  800  again  this  decade. 

In  the  1976  recovery  there  was  the  normal  dramatic  increase 
productivity,  but  it  wasn't  sustained  last  year.  Output  per 
>ur  worked  in  the  nonfarm  business  sector  was  only  about  2% 
/er  the  year,  a  mere  smidgen  above  the  1.4%  average  yearly 
lin  during  the  past  decade  but  below  the  average  gain  oi  the 
evious  decade. 

"This  slowdown  is  one  of  the  most  significant  economic 
oblems  of  recent  years,"  declares  the  1978  report  of  the 
ouncil  of  Economic  Advisers.  "Gains  in  real  living  standards 
ust  come  primarily  from  improved  productivity.  Without 
lins  in  productivity,  improvement  in  real  incomes  for  some 
mericans  can  come  only  at  the  expense  of  others.  " 
The  report  ticks  off  several  possible  causes  of  the  slowdown: 

•  Higher  energy  prices. 

•  Change  in  the  composition  of  the  labor  force,  with  more 
omen  and  younger  workers  than  previously. 

•  Slower  growth  in  the  amount  of  capital  behind  each  job. 

•  Costs  and  delays  associated  with  new  government  health, 
fety  and  environmental  regulations. 

Curiously,  it  ignores  what  is  likely  the  most  important  cause 
all:  the  shift  in  the  mix  of  goods  and  services  the  economy 
oduces.  It  is  really  curious  because  one  member  of  the  CEA, 
'illiam  Nordhaus,  has  done  major  research  in  this  area.  And 
ordhaus  still  says,  "The  most  important  thing  is  the  shift  in 
e  mix." 

According  to  Nordhaus'  work,  a  major  source  of  productivity 
tins  in  the  first  two  postwar  decades  was  the  movement  oi 
bs  from  agriculture  into  durable  goods  manufacturing,  and 
ie  growth  of  employment  in  finance,  insurance  and  real 


estate.  But  these  shifts  were  largely  completed  in  the  1960s. 
Since  then  employment  has  surged  in  other  services  and 
government,  both  with  relatively  lower  levels  of  output  per 
hour  worked. 

The  CEA  seems,  officially,  to  like  the  slowdown-in-invest- 
ment  reason  best.  That,  of  course,  provides  good  ammunition 
for  a  policy  of  seeking  investment  incentives,  which  President 
Carter  claims  to  be  doing. 

That's  certainly  a  worthy  cause,  but  we  would  only  be  fooling 
ourselves  if  we  expected  miracles  from  it.  More  capital  invest- 
ment will  certainly  help  improve  productivity,  but  nothing  the 
government  can  do  is  going  to  get  output  per  man  hour 
growing  the  way  it  was  in  the  Fifties  and  Sixties. 

*    *  * 

Are  you  a  money  supply  freak?  One  of  those  people  who  think 
that  changes  in  the  money  supply  foretell  all?  If  so,  you  have 
been  worried  about  inflation  heating  up.  The  money  supply 
has  been  growing  too  fast  for  comfort.  M-l,  that  is,  the  sum  of 
demand  deposits  and  currency  in  circulation,  grew  last  year  at 
around  7.3%,  higher  than  the  Federal  Reserve's  target  of 
6.5%.  M-2,  which  is  M-l  plus  time  and  savings  deposits,  grew 
8.7%  vs.  the  Fed's  target  of  9%.  Hence  the  tightening  of  credit 
by  the  central  bank  last  year. 

But  now  the  money  supply  boys  can  relax;  the  growth  rate  is 
clearly  slowing  down.  In  the  past  three  months  M-l  has  been 
growing  at  just  5.5%  and  M-2  at  6.5%.  They  may  drop  even 
further  in  the  near  future.  The  reason:  High  interest  rates  on 
Treasury  notes  and  bonds  are  beginning  to  suck  money  out  of 
savings  accounts,  and  this  will  cause  M-2  to  dwindle.  Now, 
instead  of  worrying  about  the  money  supply  expanding  too  fast, 
you  can  start  to  worry  about  whether  it's  growing  too  slowly.  As 
for  the  Fed,  it  will  probably  start  to  lean  soon  toward  an  easing 
of  credit.  ■ 


The  Bond  &  Capital  Markets 


A  Rally  Of 

Historic  Proportions? 

By  Ben  Weberman 

". . .  The  professional  portfolio 
manager  is  paralyzed  with  fear . . ." 


Money  And  Investments 


The  current  near-panic  among  money 
managers  has  created  a  severe  distortion 
in  the  bond  market,  and  shrewd  inves- 
tors ought  to  be  taking  advantage  of  it. 
What  buying  there  is  seems  to  be  con- 
centrated in  high-quality  investment- 
grade  corporate  issues,  with  the  result 
that  their  yields  at  the  moment  aren't 
much  higher  than  those  on  Treasury 
bonds.  At  the  same  time,  yields  on  cor- 
porate bonds  of  less-than-top-investment 
quality,  which  these  institutions  are  not 
permitted  to  buy,  are  very  high.  In 
short,  top-grade  Treasuries  and  second- 
ranking  corporates  are  great  bargains. 

Look  at  the  numbers:  Aa-rated  Deere 
&  Co.  8s  of  2002  yield  8.40%  and  Aaa- 
quality  General  Motors  Acceptance 
Corp.  8s  of  2007  yield  8.5%.  But  the 
Treasury  is  about  to  market  271A-year 
bonds  bearing  an  8.25%  coupon.  The 
normal  gap  between  high-grade  corpor- 
ates and  Treasuries  is  about  0.4%;  it  is 
thus  down  to  less  than  one-half  its  nor- 
mal spread.  Now,  look  at  good-quality, 
but  not  top-quality  corporates:  You  can 
buy  the  Ba-rated  Cascade  Natural  Gas 
Corp.  10V2%  senior  subordinated  deben- 
tures due  in  1992  to  yield  10.36%.  Thus 
the  yield  gap  between  the  two  classes  of 
corporate  bonds  is  huge:  nearly  two  full 
percentage  points.  More  normally,  it  is 
less  than  1%. 

What's  going  on  here? 

The  high  yields  on  Treasuries  seem  to 
be  due  to  despair  over  the  prospective 
huge  federal  deficit  and  what  that  means 
for  the  forthcoming  supply  of  new  Trea- 
sury issues.  The  Treasury's  financing  an- 
nouncement for  the  Feb.  15  refunding 
reveals  that  cash  needs  through  June  30 
will  be  met  with  ease. 

As  for  lower-rated  corporates,  money 
managers  seem  to  be  shunning  them, 
not  because  they  are  unsound  but  be- 
cause of  things  like  the  Employees  Re- 


Mr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


tirement  Income  Security  Act,  which  are 
forcing  them  to  play  safe  rather  than  play 
smart  and  avoid  negligence  suits.  Hence 
there  is  virtually  no  high-yielding  bond 
issue  of  less  than  investment  caliber  on 
the  lists  of  new  offerings.  Because  buyer 
resistance  is  so  strong,  those  companies 
that  choose  to  borrow  money  through 
the  public  market  end  up  paying  a  ridic- 
ulous 10%  or  more. 

My  advice,  therefore,  is  to  stay  away 
from  the  high-quality  corporates  that  ap- 
peal to  the  institutional  investors.  Go  for 
the  Treasuries  and  other  government  is- 
sues or  for  the  second-tier  corporate  is- 
sues that  are  available. 

I  think  that  I  would  really  prefer  to 
stick  with  the  Treasuries,  the  federal 
agency  issues  and  the  Government  Na- 
tional Mortgage  Association  pass- 
through  mortgage-backed  securities  that 
are  full-faith-and-credit  obligations  of  the 
U.S.  Treasury.  Why  not  stay  with  the 
best  when  the  best  costs  no  more? 

The  Treasury  was  about  to  market  3V*- 
year,  7.9%  notes;  seven-year,  8%-  notes 
and  the  271/i-year,  8V4%  bonds  right  after 
the  deadline  for  this  column.  GNMA 
securities  with  an  estimated  life  of  12 
years  carry  a  coupon  yield  of  8.75%.  A 
12-year  Federal  Land  Bank  8.2%  bond 
available  in  $1,000  denominations 
(GNMAs  are  $25,000  pieces)  was  selling 
at  a  price  of  100,  to  yield  8.2%. 

Treasury  issues  are  bargain  priced  in 
my  opinion  because  the  professional 
portfolio  manager  is  paralyzed  with  fear. 
The  bears  worry  about  the  huge  federal 
deficits  requiring  public  financing  of  $56 
billion  for  the  year  that  will  end  Sept.  30, 
1978,  up  from  $45  billion  in  the  past 
fiscal  year.  They  wonder  if  this  will  put  a 
squeeze  on  the  availability  of  funds. 
They  assume  that  corporations  will  build 
inventories  and  start  huge  capital  pro- 
grams, and  that  individuals  will  continue 
to  buy  cars  on  credit.  The  huge  demands 
for  credit  will  send  interest  rates  through 
the  roof.  Thus  the  safest  place  to  be  is  in 
very  short-term  securities.  Such  is  the 
prevailing  view — but  not  mine. 


That  this  is  the  dominant  view  is 
shown  in  an  authoritative  survey  of  the 
cash  reserves  of  major  institutions  made 
in  late  December  by  Robert  J.  Farrell, 
market  technician  and  vice  president- 
research  of  Merrill  Lynch,  Pierce,  Fen- 
ner  &  Smith.  Farrell  s  144  institutions, 
each  of  which  managed  between  $2  mil- 
lion and  $12  billion  in  assets,  shifted 
during  the  fourth  quarter  of  1977  from 
equities  to  cash  and  to  bonds.  On  bal- 
ance, equities  fell  from  53.2%  of  the 
September  1977  portfolio  to  46.7%  of  the 
December  portfolio.  Cash  rose  from 
10.4%  to  13.4%.  A  year  ago  cash  was  less 
than  half  the  current  level. 

Farrell  also  found  that  the  institutions 
that  are  most  defensive,  those  holding 
15%  or  more  of  portfolio  in  cash,  had 
risen  from  1  in  19  in  December  1976  to 
more  than  1  in  4  by  December  1977. 

What  this  means  to  me  is  that  an 
enormous  amount  of  money  is  being 
held  back  from  the  markets.  These  re- 
serves are  more  than  enough  to  fill  cor- 
porate demands  and  even  the  enlarged 
Treasury  demands  without  strain.  If  the 
economy  really  is  growing  slowly,  as  I 
believe,  and  if  demands  for  funds  are 
moderate,  the  yields  on  Treasuries  will 
look  fantastic  in  retrospect. 

If  instead  of  Treasuries  you  want  to  goj 
for  the  highest  rate  of  return,  those  Cas-| 
cade  Natural  Gas  Corp.  10V2%  senior 
subordinated  debentures  due  in  1992  are| 
cheap.  The  issue  sells  now  at  101,  a  pricel 
that  provides  a  return  of  10.36%  on  the 
Ba-rated  obligation.  Walter  Kidde  &  Co. 
Inc.  is  considerably  better  in  quality.  Itsi 
8%%  sinking  fund  debentures  due  ini 
2002  sell  at  96  and  yield  9.11%.  The) 
offering  carries  a  Moody's  rating  of  Baa, 
lowest  of  the  investment-grade  rank. 

One  of  these  days,  the  reluctant  port- 
folio manager  will  take  a  more  aggressive 
stance.  Those  billions  of  dollars  held  in 
reserve  will  be  poured  into  the  market. 
One  of  the  most  impressive  rallies  ever 
should  take  place.  It  will  make  many 
money  managers  look  extremely  dumb 
for  their  current  timidity.  ■ 
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WHY  PAY  STEEP  COSTS  TO 
REACH  FOR  HIGHER  INCOME? 

FIDELITY  HAS  TAKEN  THE  SIGNIFICANT  STEP  OF 
OFFERING  A  HIGH  YIELDING  INCOME  FUND  WITHOUT  A  SALES  CHARGE. 
LEARN  HOW  THIS  BENEFIT  AND  MORE  CAN  HELP  PROVIDE 
HIGHER  INCOME  FOR  YOU. 


NO  SALES  CHARGE 

Fidelity  Aggressive 
Income  Fund  has  no  sales 
charge.  This  represents  a  sig- 
nificant savings  over  funds 
with  such  costs.  It  also  means 
all  of  your  investment 
dollars  are  put  to  work 
seeking  a  higher  yield. 

This  demon- 
strates Fidelity's  com- 1 
mitment  to  seeking 
higher  income  for 
investors. 

DIVERSIFIED 
PORTFOLIO. 

For  an  initial  investment 
of  $2500,  investors  can  enjoy  the 
diversification  of  a  managed 
portfolio  usually  only  available 
to  larger  institutions. 

This  diversification  serves 
to  reduce  the  risk  of  the  high 
yielding  bonds  we  purchase. 
Our  illustration  demon- 
strates the  stability /yield 
trade-off  present  in 
any  corporate  bond 
investment. 


While  higher  rated  bonds  provide  greater  stabiht 
lower  rated  bonds  offer  far  greater  income. 

PROFESSIONAL 
MANAGEMENT. 

The  Fund  intends  to  pur- 
chase bonds  we  consider  to  be 


"underrated."  Such 
"underrated"  bonds 
include  high 
yielding  lower  rated 
issues  and  others  that 
are  unrated.  Care  in 
selecting  these  bonds 
and  continuous 
experienced 

management 
|k  are  both 
extremely 
important. 
The  fixed  income 
obligations  we  select 
must  demonstrate  more  than 
simply  a  high  yield.  We  look 
for  an  improving  balance  sheet, 
undervalued  assets  and  strong 
asset  protection  plus  solid 
corporate  management. 

IMPRESSIVE 
LIQUIDITY. 

While  Fidelity  Aggressive 
Income  Fund  is  designed  as  a 
long-term  investment, 
it  is  also  distin- 
guished by  the 
liquidity  it 
off  ers.  Shares 
may  be  re- 
deemed at  net 
asset  value  by 
phone,  wire 
or  letter. 

Money  may 
also  be  easily 
transferred  to 
any  of  the  eight 


other  Fidelity  Funds  that  have 
no  sales  charge. 

Income  from  The  Fund 
may  be  received  monthly  in 
casn.  Investors  can  also  choose 
to  automatically  compound 
their  high  income  through  our 
attractive  reinvestment  option. 

J  V 

OUR  BENEFITS  AT  A  GLANCE. 

•  No  sales  charge  or  withdrawal  penalty. 

•  Skilled  professional  management. 

•  Diversification  of  investment. 

•  Telephone  withdrawal  or  exchange. 

•  Monthly  or  quarterly  income. 

•  Automatic  compounding  of  income. 

•  Complete  record- keeping. 

•  No  coupons  to  clip. 

•  Immediate  liquidity. 

•  Keogh  or  IRA  Retirement  Plans. 

^  f 

For  a  free  copy  of  our 
prospectus,  our  portfolio  and  our 
brochure  send  the  coupon 
or  call  toll-free. 

CALL  FREE 
(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


P.O.  Box  832,  Dept  FF80206 
82  Devonshire  St.,  Boston,  Mass.  021Q3 

For  more  complete  information,  including 
management  fees,  other  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read  it 
carefully  before  you  in  vest  or  send  money. 


Name_ 


Address- 
City_ 


_State_ 


_Zip_ 


Retirement  Plan  Information:  Keogh  □    IRA  □   403B  □ 


FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 


Money  And  Investments 


Market  Comment 


Think  Value 

By  Lucien  O.  Hooper 

. .  All  of  us  are  more  subject  to  emotional 
thinking  than  we  are  willing  to  admit .  .  ." 


■  here's  nothing  new  to  say  about  the 
investment  environment.  This  is  a  time 
when  too  many  people  are  taking  too 
many  shopworn  views  of  it.  One  of  their 
difficulties  is  that  they  think  the  stock 
market  always  is  logical,  and  it  isn't.  It 
goes  to  extremes,  both  ways.  At  bottoms 
and  at  tops,  it  is  emotional,  not  reason- 
able. Like  oil  and  water,  emotions  and 
reason  don't  mix. 

The  thing  that  balls  us  up  is  that,  like 
the  stockbrokers  who  serve  us,  we  tend 
to  think  in  terms  of  prices  rather  than  in 
terms  of  value.  I  am  often  told  by  a  client 
that  he  is  not  interested  in  value,  only  in 
price.  Recently  a  new  registered  repre- 
sentative recruit  explained  to  me  that  he 
is  not  dealing  in  ownership  in  a  corpora- 
tion but  in  ownership  in  a  piece  of  paper. 
Here,  then,  are  two  concepts,  and  never 
the  twain  shall  meet.  I'm  afraid  the  con- 
cept of  "a  piece  of  paper'  is  too  widely 
accepted. 

For  instance,  most  people  think  that 
Exxon  (45)  is  down  from  a  high  of  65 — 
not  that  the  stock  market  now  is  apprais- 
ing the  company  for  a  cool  $6  billion  less 
than  at  the  1977  high.  Too  many  people 
don't  care  how  much  of  a  dividend  Ford 
Motor  (41)  pays;  they  think  only  about 
whether  the  stock  will  go  up  five  or  ten 
points.  All  of  us,  I  suppose,  are  more 
subject  to  this  emotional  thinking  than 
we  are  willing  to  admit 

R.H.  Macy  (36)  is  expected  to  earn 
about  $5.65  a  share  in  the  year  to  end 
July  31  against  $4.94  in  the  previous  12 
months,  $4  in  the  1976  fiscal  year  and 
$2.50  in  the  year  that  ended  July  1975. 
These  are  fiscal  year  figures,  not  the 
calendar  year  figures  that  are  used  by  the 
Standard  &  Poor's  service.  The  company 
has  done  especially  well  with  the  San 
Francisco  division  and  with  the  Bam- 
berger stores.  It  is  doing  what  some 
thought  was  the  impossible  in  making 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  McKinnon  Securities  Inc. 


the  New  York  City  store  something  that 
competitors  would  want  to  emulate.  The 
stock  pays  $1.50  and  easily  could  pay 
more.  Sales  this  year  could  approach  $2 
billion. 

There  is  much  more  interest  in  the  oil 
drilling  companies.  Some  favor  Parker 
Drilling  (46)  over  the  others  because 
profits  for  this  year  are  estimated  at 
around  $6.25,  up  from  $4.12,  because 
the  company  is  a  land  driller,  because 
most  of  the  company's  business  is  on 
contract  and  because  offshore  drilling 
will  not  be  as  active  as  onshore  in  1978  as 
in  1979. 

Cabot  Corp.  (23  for  the  recently  split 
stock)  earned  about  $3.79  a  share  last 
year  after  heavy  charges.  Cash  flow  may 
have  been  double  reported  earnings. 
Cabot  is  the  largest  manufacturer  of  car- 
bon black,  a  producer  of  certain  special- 
ized chemicals,  a  factor  in  oil  and  gas  and 
an  importer  of  gas  from  Algeria.  About 
45%  of  the  stock  is  thought  to  be  owned 
by  the  deceased  founder's  family,  and  a 
fair  amount  by  institutions.  Some  con- 
servative money  managers  have  been 
buying  it. 

A  well-known  older  railroad  analyst 
thinks  that  1978  will  be  a  lackluster  year 
for  the  rail  shares,  but  an  excellent  year 
for  the  airlines.  Recently  there  has  been 
reviving  trading  interest  in  this  group. 
Most  airline  shares  are  heavily  lever- 
aged, which  means  that  per-share  earn- 
ings increase  rapidly  when  profits  go  up. 
It  is  thought,  too,  that  there  may  be 
some  mergers  of  the  smaller  companies 
into  the  larger  ones. 

I  think  that  National  Airlines  (14%)  is  a 
good  speculative  value,  and  I  still  like 
Continental  Air  Lines  (IOV2)  even  after 
this  rise.  The  two  quality  stocks  of  the 
group  are  Delta  (38)  and  Niyrthwest  Air- 
lines (24).  For  leverage,  I  always  have 
preferred  Trans  World  Airlines  (11).  I 
think  Pan  American  (5)  is  pretty  much  of 
a  price  speculation,  and  I  prefer  the 
other  lower-priced  numbers. 

The  individual  investor,  while  still  in- 
terested in  capital  gains,  seems  to  de- 
mand some  good  income  while  waiting 
(and  he  often  tells  you  that  it  has  been  a 
long  wait).  The  best  yield  still  is  obtain- 


able in  bonds  rather  than  in  stocks,  and 
this  explains  why  there  never  have  been 
so  many  individuals  willing  to  buy  odd 
lots  ($10,000  or  $20,000)  of  utility  bonds. 
Most  preferreds,  unless  convertible, 
yield  a  little  less  than  bonds  of  the  same 
company,  and  often  electric  utility  com- 
mon stocks  also  offer  a  return  lower  than 
bonds.  The  trouble  is  that  most  7%%-to- 
9lA%  yields  are  in  electric  utilities.  A 
return  of  about  7%%,  however,  can  be 
realized  by  acquiring  some  very  good 
bank  shares  of  older  and  bigger  banks, 
and  by  buying  some  of  the  international 
oils,  which  are  now  down  sharply  from 
last  year's  tops. 

Specifically,  at  recent  prices  Chemical 
Bank  (N.Y.j  offers  7V2%  through  a  $3 
dividend  at  40,  Crocker  National  (23) 
pays  $1.66  to  yield  7.2%,  First  National 
of  Boston  (24)  pays  $1.88  to  return  7.8% 
and  Fidelity  Union  of  Newark  (30)  paj  s 
$2.40  to  generate  8%.  Lately  Exxon  has 
been  offering  6.8%,  Standard  Oil  of 
California  6.8%,  Mobil  Oil  7%  and  Roy- 
al Dutch  7.6%.  In  the  long  run,  these 
bank  and  oil  stocks  may  have  a  bigger 
appreciation  potential  than  the  electric- 
utilities  and  involve  no  larger  risk.  I 
suspect  that  most  of  the  bank  and  oil 
dividends  are  at  least  as  well  protected  as 
the  utility  dividends. 

Analysts  and  newsmen  complain  that 
the  management  of  Teledyne  (67)  is  eva- 
sive and  uncommunicative.*  According 
to  the  reports  the  management  does  re- 
lease, profits  were  up  76%  on  a  14%  rise 
in  sales  in  the  fourth  quarter.  For  all  of 
1977  net  was  up  42%  to  $16.23  a  share, 
and  fully  diluted  earnings  were  $15.86  a 
share  against  $10.36  a  share  in  1976.  This 
is  a  complicated  organization,  sort  of  a 
conglomerate. 

If  the  management  were  more  cooper- 
ative, encouraging  more  public  invest- 
ment interest,  the  shares  probably 
would  sell  considerably  higher.  Last 
year's  range  was  from  a  high  of  74Vi  to 
low  of  47%.  A  higher  dividend  (the  pay- 
ments last  year  were  about  10%  of  re- 
ported earnings)  would  not  hurt.  ■ 

*For  a  rare  interview  with  Teledyne  manage- 
ment, see  page  33. 
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Let  Value  Line  Help  You  Identify 

400  STOCKS  TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months 


An  otherwise  solid  stock  portfolio  can  be 
held  back  by  a  few  "misfits."  So  it's  im- 
portant to  be  able  to  identify  the  "weak" 
stocks  as  well  as  "strong"  ones.  And  to  be 
immediately  aware  of  significant  changes  in 
any  of  your  stocks.  That's  why  The  Value 
Line  Investment  Survey  every  week  of  the 
year  ranks  1700  stocks— each  relative  to  all 
the  others— for  Probable  Market  Per- 
formance in  the  next  12  Months,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (Below  Average) 

100  stocks  are  ranked  5  (Lowest) 

Note:  Not  every  stock  will  always  perform  in 
accordance  with  its  rank.  But  it  is  a  fact  that 
favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  re- 
markable consistency  since  the  ranking  sys- 
tem was  introduced  in  1965. 
While  past  performance  can  never  guar- 
antee future  success,  this  record  of  more 
than  a  decade  of  successful  discrimination 
strongly  suggests  that  you  can  tilt  the  in- 
vestment probabilities  in  your  favor  by  by  at 
least  taking  note  of  what  the  Value  Line 
ranks  are  saying. 

400  Stocks  to  avoid  now 

The  ranks  are  designed  to  measure  prob- 
abilities. We  expect  higher-ranked  stocks  to 
go  up  more  in  a  rising  market — or  down  less 
in  a  market  drop— than  lower-ranked  stocks. 
And  conversely.  .  .  . 
We  expect  the  400  stocks  ranked  4  or  5 
for  performance  to  go  DOWN  MORE  or 
UP  LESS,  on  average,  than  the  1300 
others  within  the  12  months  directly 
ahead. 

The  400  stocks  currently  ranked  unfavorably 
[Value  Line  Jan.  20)  include  some  very  big 
names.  Just  a  few  of  them  are  MERRILL 
^YNCH  &  CO.,  INTERNATIONAL  PAPER, 
EXXON.  STERLING  DRUG,  MOBIL  CORP., 
WEYERHAEUSER  CO.,  UNION  CARBIDE, 
3ETHLEHEM  STEEL.  (This  may  show  why 
/ou  shouldn't  confuse  the  excellence  of  a 
company  with  the  current  timeliness  of  a 
;ommitment  in  the  stock.) 

Looking  for  performance? 

Even  if  your  primary  objective  is  yield,  or 
safety,  or  long-term  appreciation,  we  sug- 
gest you  stay  away  from  stocks  currently 
anked  4  or  5  by  Value  Line  for  Next-12- 
vtonths  Performance. 

^nd,  of  course,  if  superior  relative  price  ac- 
ion  is  what  interests  you  most,  then  we  sug- 
gest you  give  special  attention  to  the  100 
stocks  currently  ranked  1  (Highest)  by  Value 
Jne  for  Probable  Market  Performance  in 
he  next  12  Months. 

Jpdated  every  week 

Every  week— for  EACH  of  1700  stocks— The 
/alue  Line  Investment  Survey  in  its  Sum- 
nary  &  Index  presents  the  up-to-date  .... 
i)  Rank  for  Relative  Probable  Price  Perfor- 
mance in  the  Next  12  Months— ranging 
from  1  (Highest)  down  to  5  (Lowest). 


b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
(100  stocks  offer  yields  of  8.5%  and  up — 
Value  Line  Jan.  20). 

d)  Estimated  Appreciation  Potentiality  in 
the  Next  3  to  5  Years— showing  the  future 
"target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are 
in  the  240%  to  535%  range— Value  Line 
Jan.  20.) 

e)  Current  price  and  P/E,  plus  estimated 
annual  earnings  and  dividends  in  current 
12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings 
results,  and  estimated  quarterly  earnings 
twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

In  addition,  each  of  the  1700  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months— including  22  series  ef  vital  financial 
and  operating  statistics  going  back  1 5  years 
and  estimated  3  to  5  years  into  the  future. 

Special  Offer 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next  10 
weeks  for  only  $29  (about  half  the  regular 
rate).  We  make  this  special  offer  because  we 
have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period  stay 
with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged 
our  long-term  subscribers  were  their  num- 
ber smaller.  Your  trial  will  include  the 
following: 

EVERY  WEEK  a  new  SUMMARY  &  IN- 
DEX section  (32  pages) . . .  showing  the 
current  ratings  of  1700  stocks  for  future 
relative  Price  Performance  and  Safety — to- 
gether with  their  Estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 


EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages)  . . .  with 
full-page  analyses  of  about  130  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1700 
stocks,  replacing  and  updating  the  previous 
reports  which  will  be  sent  to  you  already 
filed  in  your  binder  as  a  bonus.  Filing  takes 
less  than  a  minute  a  week.  All  this  material 
is  so  organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated  report 
on  almost  any  leading  stock. 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  . .  .  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock — plus  a  wealth  of  investment  back- 
ground including  the  Value  Line  Composite 
Average  of  more  than  1700  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value  Line's 
complete  2400-page  Investors  Reference 
Service  (available  separately  for  $45),  with 
our  latest  full-page  reports  on  all  stocks 
under  review — fully  indexed  for  your  im- 
mediate reference— to  be  updated  by  new 
reports  sent  weekly. 

AND  THIS  BONUS,  TOO.  .  .  The  64- 
page  booklet,  "Investing  in  Common  Stocks," 
which  explains  how  even  inexperienced  in- 
vestors can  apply  thousands  of  hours  of 
professional  research  to  their  own  portfolios 
by  focusing  on  only  two  unequivocal  ratings, 
one  for  Timeliness  (Performance  in  next  12 
months),  the  other  for  Safety. 

MONEY-BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


iThe  Value  Line  Investment  Survey  \« 


Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th 

1  □  Begin  my  10-week  trial  to  The  Value 
I  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
|  two  bonuses  listed  above.  Check  for  $29 
.  is  enclosed.  (Trial  subscriptions  must  be 
I   accompanied  by  payment.) 

■  SPECIAL  EXTRA  BONUS 
I   A  famous-make  pocket-size 
I    ELECTRONIC  CALCULATOR 
'   (with  full  memory)  given  to  you 
|   when  you  order  The  Value  Line 

Investment  Survey  for  one  year 

— and  send  payment  now. 
•   □  1  year  for  $285.  My  payment  is  en- 
|   closed— send  me  the  CALCULATOR  as 

■  my  extra  special  bonus.  (There  are  no 
I  restrictions  with  this  annual  subscription.) 
I  □  Enter  my  subscription  now.  Bill  me  for 
I  $285.  (Does  not  include  the  calculator.) 
I  


Street  •  New  York,  N.Y.  1 001 7 


616K15 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 


Money  And  Investments 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Neor  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalarl,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lokes.Florlda 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

0  Country  Club 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  19 

A  regular  quarterly  dividend  of  2bV* 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natu- 
ral Resources,  Inc.,  payable  March  14, 
1978  to  stockholders  of  record  at  the 
close  of  business  on  February  28, 1978. 

RONALD  L.  KUEHN,  JR. 
Secretary 

Dated  January  13,  1978 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 

DISTILLERS 
CHEMICAL 
CORPORATION 

INCREASED  DIVIDEND 
The  Board  of  Directors  has  increased 
the  quarterly  dividend  on  the  out- 
standing Common  Stock  to  cents 
a  share  from  the  40  cents  previously 
paid.  A  dividend  at  the  new  rate  is 
payable  on  March  1,  1978  to  stock- 
holders of  record  on  February  10. 
1978  The  transfer  books  will  not  close. 

January  26,  1978 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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D>v$iONS  U  3  INDUSTRIAL  CHEMICALS  CO 
NATIONAL  OlSTILLERS  PRODUCTS  CO. 
ALMAO^N  VINEYARDS.  >nc 
METALS  DIVISION 

BEACON  MANUFACTURING  COMPANY 


•••But  They 
Look  So  Cheap! 


B  his  is  the  common  reaction  to  read- 
ing corporate  earnings  reports,  which 
are  pouring  in  en  masse  at  this  time  of 
the  year.  Comparing  the  final  results 
with  earlier  estimates  given  in  the  Stan- 
dard &  Poor's  Earnings  Forecaster ,  one 
will  find  few  significant  deviations.  By 
and  large,  the  analysts  seem  to  have 
done  a  good  job.  As  there  are  few  sur- 
prises, these  1977  earnings  reports 
should  have  little  impact  on  the  stock 
market.  It  has  all  been  discounted  a  long 
time  ago. 

It  is  difficult  to  reconcile  the  steep 
decline  in  stock  prices  with  the  general 
rise  in  corporate  profits.  Quite  possibly 
we  may  have  been  paying  too  much  at- 
tention to  earnings  and  earnings  pros- 
pects and  have  not  given  sufficient  con- 
sideration to  other  factors  that  can  have 
an  even  stronger  influence  on  the  stock 
market.  No  wonder  investors  are  puz- 
zled and  disappointed.  They  had  been 
reading  these  glowing  reports  by  stock- 
brokers and  the  advisory  services,  pre- 
dicting higher  profits  and  rising  divi- 
dends, obviously  implying  a  rise  in  the 
price  of  the  stock,  too,  and  what  hap- 
pens? Everything  comes  true,  as  prom- 
ised, except  that  the  price  of  the  stock 
goes  down  instead  of  up. 

I  am  not  suggesting  that  present  and 
future  earnings  and  dividend  projections 
are  not  important.  Of  course  they  are, 
but  in  a  relative  rather  than  an  absolute 
way.  They  are  helpful  in  deciding  wheth- 
er a  stock  will  do  better,  or  worse  than 
the  general  market.  Basically,  however, 
it  matters  more  which  way  the  market  is 
going,  rather  than  whether  this  company 
or  that  one  is  likely  to  do  especially  well. 

All  this  has  been  said  many  times  be- 
fore. Yet  it  is  being  ignored  all  too  often 
with  costly  results  for  the  investor.  Too 
many  investment  decisions  are  made  by 
securities  analysts  who  may  be  intimate- 
Mr.  Bid  is  a  vice  president  of  the  XYSE  firm 
of  janneij  Montgomery  Scott  Inc. 


By  Heinz  H.  Biel 


ly  acquainted  with  the  companies  an 
the  industries  they  cover,  but  who  giv) 
insufficient  weight  to  the  extraneoij 
stock  market  factors.  They  see  the  tree^ 
but  not  the  forest. 

In  a  down  market,  such  as  we  ha%1 
had  since  the  beginning  of  last  yeaj 
stock  market  investing  becomes  a  no-wii 
proposition.  The  odds  of  hitting  the  jaclj 
pot,  which  in  today's  language  mean 
finding  the  target  company  in  a  corpc 
rate  takeover,  are  almost  infinitesimaj 
Besides,  companies  that  may  be  attra<j 
tive  for  a  corporate  buyer  do  not  nece: 
sarily  appeal  to  the  individual  investo) 
Carborundum  was  one  of  the  few  exceg 
tions.  But  who  would  have  thought,  fc 
instance,  that  good  old  Bucld  Co.,  witj 
its  checkered  career,  would  slip  so  wi 
ingly  into  the  German  Thy s sen  fold? 

If  one  cannot  hit  a  jackpot,  one  has 
be  content  with  stocks  that  do  relative 
well,  which  means  that  the  investor 
losing  less  than  he  would  have  in  mo 
other  stocks.  Last  summer,  for  examph 
I  became  a  bit  enamored  with  Aettt 
Life  <b  Casualty  (32).  I  was  impresse 
by  the  spectacular  earnings  recovei 
from  a  low  point  of  $1.90  a  share  in  191 
to  $3.91  in  1976,  and  an  estimated  1 
for  1977.  Five  times  such  earninj 
seemed  to  be  a  modest  valuation  for  tl 
stock  of  the  nation's  largest  investo 
owned  insurance  company. 

Meanwhile  things  at  Aetna  went  fro 
good  to  better.  Standard  &  Poor's  raise 
its  earnings  estimate  from  $6  last  Augu 
to  $7.75  at  present.  Even  this  estima) 
may  be  topped  by  actual  results,  an 
further  gains  are  indicated  for  this  ye< 
and  next.  The  present  $1.60  dividen 
will  undoubtedly  be  raised  to  reflect  th 
doubling  of  earnings  in  the  past  veal 
And  yet — the  price  of  Aetna  droppe 
from  36  to  under  32.  Is  it  surprisir 
when  a  puzzled  investor  says:  "But 
looked  so  cheap"? 

Such  tales  of  woe  can  be  repeated  ov  < 
and  over  again.  There  isn't  much  & 
investor  can  or  even  should  do  about  i 
provided  the  stocks  he  owns  are  inhe 
ently  sound  and  desirable,  and  provide 
also  he  has  a  buying  power  reserve  to  t 
used  when  the  general  market  outlook 
more  propitious  than  is  the  case  at  pre 
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lit.  If  drooping  stock  prices  make  you 
|?rvous,  try  to  look  the  other  way  or,  as  I 
|:ggested  in  the  previous  column,  take  a 
ce  long  cruise.  The  world  isn't  likely  to 
j>me  to  an  end. 

|  Almost  regardless  of  the  business  out- 
;ok  and  corporate  earnings  prospects,  a 
lajor  stock  market  recovery  is  improb- 
ile  until  investors,  American  and  for- 
gn,  regain  a  higher  degree  of  confi- 
hnce  in  the  dollar.  What  has  been 
prrying  them  all  along  is  the  Adminis- 
iition  s  failure  first  to  recognize  the 
roblem  and  then  to  give  it  the  highest 
[  iority.  With  foreign  dollar  holdings  es- 
jinated  at  more  than  $500  billion,  over 
pich  this  country  has  virtually  no  con- 
bl,  this  is  not  a  matter  that  can  be 
jived  simply  by  throwing  out  your  chest 
showing  a  stiff  upper  lip,  as  we  have 
ben  doing. 

lAs  a  farewell  gesture,  Dr.  Burns,  the 


I  .  .  Everything  comes  true 
j>  promised,  except  that 
le  price  of  the  stock  goes 
I9wn  instead  of  up  .  .  ." 


Inner  Federal  Reserve  Board  chair- 
Ian,  raised  money  rates  in  order  to  at- 
hct  more  foreign  investment  funds  and 

ep  them  here.  The  politicians  don't 
re  tighter  credit,  but  if  Saudi  Arabia 
(me  holds  over  $50  billion  in  U.S.  Trea- 
Iry  bills  and  notes,  our  position  is  not 

actly  invulnerable. 

Unless  this  country  embarks  on  a  poli- 
of  less  profligate  spending  and  makes 
termined  efforts  to  balance  public 
idgets  and  reduce  the  frightening  im- 
lance  of  trade  (largely  by  producing 
pre  oil  and  gas  at  home  instead  of 
iporting  it),  the  incentive  to  invest  in 
nerica  will  continue  to  diminish.  This 
>es  not  just  mean  investing  in  U.S. 
mds  and  stocks  by  Americans,  as  well 
by  foreigners,  but  especially  also  cap- 
1  investments  in  industry  to  make  it 
ore  efficient  and  competitive.  It  is  this 
id  of  investment  that  has  been  lagging 
badly.  Stimulating  consumption 
ould  have  the  lowest  priority.  But  just 
.1  that  to  the  politicians  and  the  "liber- 
'  economists,  not  to  mention  the  lead- 
s  of  labor  and  other  pressure  groups. 
Until  we  see  more  general  recognition 
the  real  problems  facing  us  and  a 
ncomitant  stabilization  of  the  value  of 
e  dollar,  prospects  for  a  major  and 
sting  advance  in  stock  prices  remain 
:her  dim.  ■ 


Get  this  stock  market  and  mutual 
fund  advice  now  to  help  you  plan 
for  greater  income  and  profit  on 
your  investment  dollars. 


Get  facts,  figures,  analysis  and 
appraisal  of  risk  on  these 

25  Active  Stocks 

We  tell  you  to  buy,  hold,  or  sell 

Am  Home  Pr  East  Kodak  K  Mart 

ATT  Exxon  Occi  Pet 

Atl-Richld  Ford  RCA 

Brit  Petr  Gen  Elec  Sears 

Citicorp  Gen  Motors  Sony 

Cont  lOil  Gulf  Oil  Texaco 

Digital  IBM  US  Steel 

Dow  Chem  ITT  Wstghouse 
Xerox 


Should  you  invest?  And,  if  so, 
in  which  ones? 

Bond  Funds 

Corporate  and  Municipal 

Thousands  of  investors  are  turning  to 
bond  funds  for  liberal  yields  and/or 
tax  free  income.  Are  they  for  you7 
Which  ones7  This  Report  will  give 
you  facts  you  need  and  will  advise 
you  clearly. 

407  Mutual  Funds 

Which  ones  are  doing  the  best7 
Compare  each  fund  with  all  others. 
Packed  with  year-by-year  facts 
showing  changes  in  Net  Asset  Value. 


75  Utilities 

A  critical  evaluation  of  each  stock 
against  1 3  key  criteria.  We  give 
specific  advice  which  to  buy. 

You  get  these  2  Special  You  get  these  2  Special 

Reports  plus  a  4-week  Reports  plus  a  2-issue 

trial  of  United  Reports,  trial  of  United  Mutual  Fund 

all  for  $2  Selector,  all  for  $2 
Save!  Order  both  stock  market  and  mutual  fund  advice,  only  $3 


NAME  (please  print)- 
ADDRESS  


CITY_ 


•  FILL  OUT  COUPON  AND  MAIL  TODAY  

Please  send  me  the  package(s)  I  have  checked  below: 

l  understand  l  get  my 

  □  STOCKS  $2.  money  back  il  I'm  not  satistied 

□  MUTUAL  FUNDS  $2.  Oiler  open  to  new  Guest 

  npnTN  tQ  Subscribers  only 

UDUin  q>o  Not  assignable  without  your 


^^TATE   zip  210  Newbury  St  .  Boston,  Mass  021  16  F^jj 


RJ.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  87V2  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  March  6, 1 978  to  stockholders  of  record 
at  the  close  of  business  February  10, 1978. 

C  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  January  19.  1978 


Seventy-Eight  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Aluminum  Products 

Food  Products  Packaging  Materials 

Fruit  Beverages  Petroleum 
Containerized  Freight  Transportation 
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Managing  Your  Money 


K.I.F.  Stocks 

By  John  Train 

"...  A  business  that  has  to  keep  borrowing  is  a 
Ponzi  scheme  that  will  cave  in  sooner  or  later  . .  ." 


I 


like  this  old  real  estate  expression, 
which  means  "Kash  in  Fist" — the 
amount  of  actual  cash  money  you  end  up 
with  in  a  deal,  ignoring  the  accounting 
conceptions  or  tax  effects. 

I  think  it's  time  to  give  a  lot  more 
weight  than  most  investors  do  to  wheth- 
er their  companies  are  actually  making 
money — cash,  lettuce — as  distinct  from 
"profits'  for  accounting  purposes  with  no 
distributable  cash. 

A  lot  of  companies  are  making  "prof- 
its"— and  paying  tax  on  them — of  a  sort 
that  would  mean  bankruptcy  if  they 
couldn't  go  back  to  the  market  continual- 
ly for  more  cash. 

To  coin  an  unkind  expression,  one 
might  dub  them  Ponzi  stocks.  Alas,  most 
utilities,  chemical  companies,  steel  com- 
panies and  many  domestic  oil  companies 
are  in  that  unhappy  situation. 

One  trait  they  often  share  is  that  they 
are  big,  juicy  targets  of  federal  regula- 
tion, based  on  a  Naderist  dream-concep- 
tion of  what  life  is  really  like  out  there  in 
the  nuts-and-bolts  world. 

Steel  is  the  traditional  industrial  vil- 
lain, to  be  "jawboned  into  bankruptcy 
whenever  the  electorate  is  looking:  Re- 
member the  Kennedys  sending  the  Fed- 
eral Bureau  of  Investigation  to  shake  the 
steel  executives  out  of  their  beds  in 
1962?  Those  are  the  same  steel  compa- 
nies that  often  have  a  true  return  on 
equity  of  3%  or  4%,  and  are  now  asphyx- 
iating for  lack  of  capital.  The  Quality  of 
Earnings  Report,  for  instance,  after  an 
extensive  analysis,  cut  U.S.  Steel's  re- 
ported earnings  by  about  50%  to  reach 
the  authentic  earnings. 

But  the  utility  companies  aren't  far 
behind  in  this  sinister  sweepstakes.  They 
can  rarely  get  rate  relief  to  offset  their 
cost  increases,  and  sometimes  can't  even 
disconnect  the  tens  of  thousands  of  dead- 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


beat  customers  who  refuse  to  pay. 

Remember  the  brouhaha  in  the 
dreamer  press  (led  by  the  slickly  com- 
mercial and  yet  archly  antibusiness  New 
Yorker)  when  American  Telephone  & 
Telegraph  earned  $1  billion  in  a  single 
quarter? 

They  didn't  mention  that  the  earnings 
were  divided  among  almost  3  million 
shareholders,  that  at  the  same  time  the 
company  paid  over  $1  billion  in  taxes, 
that  AT&T  only  earns  9%  on  its  invested 
capital,  which  is  barely  more  than  Bell 
System  bonds  yield. 

Still  less  did  the  press  mention  that 
AT&T  isn't  making  money — K.I.F.  The 
company  spends  more  than  it  takes  in. 
The  debt  buildup  is  more  than  the  divi- 
dends. If  AT&T  couldn't  constantly  go 
back  to  the  market  for  more  cash,  it 
would  have  to  renegotiate  its  franchise  or 
go  bankrupt. 

And  AT&T  is  actually  one  of  the  best- 
situated  utilities.  Many  are  borrowing 
much  more  than  they're  distributing  in 
dividends  and  in  the  next  five  years  will 
have  to  incur  vast  new  expenses  for  con- 
version to  coal  and  other  needs — over 
$100  billion,  by  some  estimates. 

Domestic  oil  companies  that  make  less 
cash  per  barrel  than  it  now  costs  to  find  a 
new  barrel — and  yet  show  taxable  "prof- 
its"— are  in  a  similar  bind,  with  hun- 
dreds upon  hundreds  of  bills  in  Congress 
designed  to  make  their  lives  worse,  not 
better.  (The  internationals  and  the  natu- 
ral gas  producers  are  more  favorably 
situated.) 

One  of  the  most  grotesque  situations  is 
that  of  the  small  shareholder  of  a  utility 
company  that  is  showing  a  taxable  profit 
but  isn't  making  K.I.F.  The  company 
pays  a  fat  taxable  dividend — more  than  it 
can  afford  or  even  is  really  earning — to 
bemuse  the  small  shareholders. 

Then,  it  turns  around  and  under  a 
dividend  reinvestment  plan  sucks  the 
money  back  again!  Since  the  operation 
isn't  really  making  money,  the  entire 
system  becomes  a  tax  machine:  The  util- 
ity' pays  corporate  tax  on  an  accounting 
"profit,  distributes  "dividends  — really 
a  return  of  capital — to  its  shareholders, 


who  pay  personal  income  taxes  on  them, 
and  then  gets  them  to  recycle  what  s  left 
for  another  trip  through  the  tax  wringer! 

All  this  sounds  pretty  bad,  and  it  is 
Much  of  U.S.  industry  isn't  making 
enough  cash  to  be  really  attractive  for 
the  investor  who  thinks  of  his  holdings — 
as  every  investor  should — simply  as  a 
share  in  a  business.  A  business  that  has 
to  keep  borrowing  is,  as  I  said,  a  Ponzi 
scheme  that  will  cave  in  sooner  or  later. 

Fortunately,  there  are  also  plenty  of| 
K.I.F.  companies,  which  really  do  pro- 
duce cash  profits,  money  that  can  be 
distributed  as  authentic  dividends  that 
you  can  live  on,  or  that  the  company  cam 
use  to  buy  back  its  common  stock. 

The  easiest  way  to  spot  a  Ponzi  com- 
pany versus  a  K.I.F.  company  is  simply 
the  rate  of  change  of  its  funded  debt.  Ifl 
over  ten  years  the  debt  keeps  rising,  and 
above  all,  rising  by  more  than  the  total 
dividend  payout,  beware! 

If  a  company's  debt  is  generally  fall- 
ing, or  is  down  to  almost  nothing,  and 
dividends  are  steadily  rising,  then  you 
should  be  all  right. 

Here  are  some  K.I.F.  companies — 
some  cash  cows: 

Avon  Products,  H&R  Block,  CBS, 
Coca-Cola,  Dow  Jones,  Dun  &  Brad- 
street,  International  Business  Machines 
and  Marsh  &  McLennan. 

Some  others,  such  as  American  Inter- 
national Group,  Capital  Cities  and 
Schlumberger,  are  absolute  geysers  of! 
cash,  so  much  so  that  their  managements 
have  to  work  hard  spending  it  all,  al- 
though fortunately  they  have  ample  op- 
portunity to  reinvest  it  at  high  rates  of 
return.  What  an  agreeable  problem! 

Wouldn't  you  rather  own  a  share  in 
that  problem  than  in  the  desperate  one 
the  steels  and  utilities  have — and  in 
many  cases  at  roughly  the  same  true 
price/earnings  ratios? 

As  an  example,  adjusted  for  authentic 
depreciation,  the  Dow  Jones  industrial 
average  now  sells  for  about  the  same 
price/earnings  ratio  as  IBM,  but  with 
nothing  like  the  growth  in  either  earn- 
ings or  dividends  that  IBM  has  enjoyed 
or  can  expect  in  the  future.  ■ 
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My  Anticonsensus  For  1978 

By  Martin  T.  Sosnoff 

". . .  For  those  who  still  think  1 100  on  the 
Dow  is  just  around  the  corner,  good  luck  . . ." 


I 


live  in  a  quiet  little  town  in  Connecti- 
cut where  all  the  12-year-olds  sport  hair- 
cuts a  la  ice  skater  Dorothy  Hamill  and 
are  programmed  through  the  day  as  if 
they  were  dauphins.  Only  one  store  is 
open  after  5  p.m.  It  is  Baskin  &  Robbins, 
the  sole  indicator  of  activity  on  Main 
Street  after  dark.  The  page-one  story  last 
month  came  out  of  a  pet  shop  whose 
owner  was  summoned  for  harboring  a  live 
piranha.  Now,  the  proprietor  claimed  he 
was  boarding  this  killer  for  a  mysterious 
stranger  who  never  returned  for  his  pet, 
but  who  knows?  The  bloody  part  of  the 
tale  is  that  The  Law  put  his  hand  in  the 
fish  tank  and  promptly  had  the  tip  of  a 
finger  nipped  off. 

I'm  sure  most  money  managers  feel 
like  the  nudnick  who  had  his  digit  sum- 
marily nipped.  It  took  exactly  one  week 
for  the  constructive  market  consensus  for 
1978  to  be  thoroughly  discredited.  For 
those  who  still  think  1100  on  the  Dow  is 
just  around  the  corner,  good  luck.  Your 
next  assignment  could  be  scraping  the 
griddle  in  Joe's  Diner. 

I  am  sick  and  tired  of  hearing  how 
cheap  the  market  is  statistically.  The 
market  is  cheap  only  if  you  are  reasoning 
from  the  intellectual  framework  of  the 
past  ten  years,  when  stocks  were  roman- 
tically packaged  stories  that  sold  as  if 
yields  and  book  values  were  irrelevant. 
Even  a  775  market  is  nowhere  near  as 
cheap  as  the  late  1974  experience  in 
terms  of  the  average  valuation  and  yield 
for  the  Big  Board  list.  Last  year,  many  of 
us  got  away  with  a  good  experience  in  a 
dismal  setting  for  investment-grade  se- 
curities. The  two-tiered  market  worked 
in  reverse.  Respectable  merchandise 
was  marked  down  and  the  no-name  stock 
did  well.  The  investment  problem  was 
solved  with  good  stock  selection. 

This  year,  the  course  of  the  market 


Mr.  Sosnoff  is  chairman  of  Atalanta  Capital 
Corp.,  New  York,  and  the  author  of  Humble 
on  Wall  Street. 


should  be  the  primary  variable  in  invest- 
ment performance.  The  confidence  gap 
has  been  closed  between  the  primary 
and  secondary  goods  just  as  it  was  closed 
between  AAA  and  BAA  bonds  between 
1975  and  1977.  Most  stocks  are  not  sell- 
ing at  fabric-remnant  price  levels,  as 
they  were  a  few  years  ago. 

It  looks  as  if  spiking  Treasury  bill  yields 
will  wipe  Merrill  Lynch's  rampant  bulls 
off  the  TV  screens.  The  sheiks  of  Arabia 
sat  President  Carter  down  for  a  lesson  in 
Economics  102.  If  you  buy  more  than  you 
sell,  they  said,  your  currency  is  accept- 
able only  if  it  can  be  redeemed  at  fair 
worldwide  exchange  values.  Overnight, 
Treasury  Secretary  Blumenthal's  policy 
of  letting  the  dollar  slide  was  dropped  and 
the  dollar  was  supported.  The  economic 
consequences  are  enforced  higher  inter- 
est rates.  Otherwise,  close  to  a  hundred 
billion  dollars  in  Treasury  note  paper  will 
go  elsewhere.  This  is  too  big  a  number 
even  for  us  to  recycle.  Is  Uncle  Sam  Little 
Orphan  Annie  in  drag?  Is  Daddy  War- 
bucks  none  other  than  a  Harvard  Busi- 
ness School-trained  scion  of  Saudi  Ara- 
bia? A  country  with  a  few  million  sheep 
and  a  lot  of  oil  now  dictates  economic 
policy  for  us.  This  is  not  the  stuff  bull 
markets  are  made  of. 

Three  months  ago,  everyone  focused 
on  the  weekly  money-supply  figures;  to- 
day the  focus  is  on  the  course  of  the 
dollar  on  exchange  markets.  This  myopic 
nonsense  fills  out  the  day  for  Wall 
Streeters,  but  what  everyone  jumps  to  is 
never  crucial  for  the  course  of  markets. 
The  malignancy  goes  deeper  and,  as 
economist  Arthur  Okun  says,  gradualist 
anti-inflation  strategy  has  failed. 

So  the  market  is  not  so  dumb  after  all. 
Its  despondency  reflects  the  bankruptcy 
of  economic  policy  in  pulling  us  out  of 
the  stagflation  swamp.  A  6%  rate  of  infla- 
tion is  legislated  into  the  system.  Wages 
go  up  8%  per  annum  and  prices  6%. 
Congress  very  nicely  pushes  more  infla- 
tion into  the  new  year  with  its  package  of 
Social  Security  increases,  higher  mini- 
mum wage  floor,  et  al.  The  oil  tax  in- 
crease is  yet  to  come.  But  the  country 
still  seems  incapable  of  dealing  with  its 


most  pressing  strategic  issue — cutting 
down  our  $45-billion  offshore  fuel  bill. 

The  anticonsensus  follows:  Unless  the 
gross  private  domestic  segment  picks  up 
strongly,  the  economy  is  likely  to  lapse 
into  recession  by  the  year's  end.  We 
think  it  will  be  more  difficult  than  usual 
to  rebound  from  this  setback.  Future 
growth  will  be  at  a  slower  pace.  One  of 
the  reasons  is  the  high  level  of  inflation 
that  limits  the  ability  of  the  government 
to  take  expansionary  measures.  More- 
over, our  slower  growth  scenario  has  to 
do  with  the  cultural  trends  of  lower  birth 
rates  and  choices  of  occupations  and 
study  more  oriented  toward  the  arts  than 
to  production.  The  unspendable  surplus 
of  Organization  of  Petroleum  Exporting 
Countries  members  will  continue  as  a 
source  of  international  monetary  uncer- 
tainty as  well  as  of  deflationary  impact. 

We  see  the  800  to  850  level  of  the 
Dow  Jones  industrial  average  as  the 
near-term  ceiling  for  the  stock  market,  at 
least  until  interest  rates  top  out  with  the 
economy  by  the  end  of  the  year.  The 
outlook  for  interest  rates  is  equally  dis- 
mal, tempered  only  by  our  feeling  that 
there  will  be  no  burst  of  economic  activ- 
ity to  push  money-market  rates  through 
the  roof.  If  we  thought  a  capital-spend- 
ing boom  was  around  the  corner  and  that 
business  inventories  were  to  expand  rap- 
idly, our  forecast  for  the  stock  market 
would  be  for  much  lower  prices,  and  for 
credit  markets,  severe  spikes  in  both 
short-  and  long-term  rates. 

Yields  on  equities  are  going  up  fast, 
but  not  fast  enough  to  challenge  present 
9%  AA  bond  rates  that  seem  headed 
higher.  Eventually,  we  may  be  thrown 
back  into  the  framework  of  the  Fifties 
when  yield  comparisons  between  stocks 
and  bonds  favored  stocks.  International 
Business  Machines,  for  example,  is 
yielding  8%  on  its  estimated  dividend 
four  or  five  years  out,  and  General  Mo- 
tors and  Ford  are  there  already.  Can  the 
Standard  &  Poor's  index  be  far  behind? 
My  weasel-like  prediction  for  1978  will 
not  make  anyone  happy.  Ninety-day 
Treasury  bills  will  outperform  every- 
thing in  sight.  ■ 
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Central  and  South  West 
Corporation 


Increased 
Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  20,  1978, 
declared  a  regular  quarterly  divi- 
dend of  thirty-three  and  one-halt 
cents  (33V2fO  per  share  on  the  Cor- 
poration's Common  Stock.  This  divi- 
dend, which  represents  an  increase 
of  2  cents  per  share  over  the  quar- 
terly rate  paid  in  1977,  is  payable 
February  28,  1978,  to  stockholders 
of  record  January  31,  1978. 

Leroy  J.  Scheuerman 
Treasurer 
Wilmington,  Delaware  19899 


System  Operating  Companies 
Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


WANT  TO 

OWN  A  GAS  WELL? 
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U.S.  Natural  Resources  Svce.  Co. 
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'Id  pom-pom  girls  never  die,  they 
frequently  become  stockbrokers,  due  to 
their  vast  experience  in  persistently  sup- 
porting temporarily  losing  causes.  Dur- 
ing my  letter-sweater-pep-up-the-fans 
days,  the  football  team  managed  to  win 
only  three  games  in  three  years,  as  I 
recall.  However,  during  my  senior  year 
my  alma  mater  blasted  the  biggest  of  the 
Big  Ten  by  something  like  55-6,  which 
had  to  be  one  of  the  great  surprises  of  the 
century.  Which  all  goes  to  show  that 
while  I  may  cheer  a  little  prematurely, 
eventually  it  may  pay  off  and,  with  the 
Dow  Jones  industrial  average  currently 
discounting  everything  including  a  Mar- 
tian invasion,  I'm  very  cheerful.  Siss! 
Boom!  Bah!  Stock  Market,  Stock  Mar- 
ket, Rah!  Rah!  Rah! 

Something  For  Everyone 

Recently  I  took  a  seven-year-old  on 
her  first  visit  to  the  world's  greatest  toy 
store.  Watching  her  decide  how  to  spend 
her  birthday  money  reminded  me  of  my- 
self today  in  the  world's  greatest  stock 
market.  So  many  tempting  things  to  buy. 
For  example,  I  just  checked  a  bank's 
equity  list  and  found  40  stocks  whose 
current  yields  are  larger  than  their  mul- 
tiples based  on  this  year's  estimated 
earnings.  What's  more,  it  looks  like 
many  of  these  dividends  stand  a  good 
chance  of  being  increased  if  past  history 
is  any  guide  to  the  future. 

One  such  stock  is  Rockwell  Interna- 
tional (29)  selling  at  seven  times  this 
fiscal  year's  estimated  earnings  of  $4.20 
and  paying  $2.20  a  share  for  a  yield  of 
7.5%.  Rockwell  International  has  had 
five  dividend  boosts  in  the  last  six  years 
and,  with  earnings  expected  to  rise  in 
1979  to  $4.50  or  so,  another  increase  is 
possible. 

Then  there's  Royal  Dutch  (.56),  which 

Ann  C.  Brown  is  executive  vice  president  of 
the  Xew  York  investment  firm  of  Melhado, 
Flynn  i?  Associates,  Inc. 


Give  Me  a  B! 
Give  Me  a  U! 
Give  Me  a  Y! 

Ann  C.  Brown 


could  earn  anywhere  from  $12  to  $11 
in  1978,  depending  on  the  extent  of 
"glut,"  the  weather  and  the  duratio 
the  sluggish  economic  recovery  I 
here  and  abroad.  Royal  Dutch  has 
creased  its  dividend  every  year  for 
past  11  years  and  is  currently  sellini 
between  four  and  five  times  this  yd 
anticipated  earnings. 

And  how  about  Banker's  Trust  (J 
With  earnings  estimates  of  $5  a  sharfl 
1978,  the  $3  dividend  looks  safe  eno» 
even  in  the  face  of  such  vexatious  pi 
lems  as  New  York's  solvency,  rising 
terest  rates  and  jittery  loans  to  the  L 
er  Developed  Countries.  Banker  s  T 
currently  is  yielding  8.6%  and  spoil 
multiple  of  six.  Incidentally,  don't  o 
look  mv  old  friends  Ford  (41),  Gert 
Motors  (59),  Blue  Bell  (23)  and  NL  Im 
tries  (17).  Hefty  yields  and  me 
multiples. 

For  you  growth  buffs  who  are  sea 
ing  for  an  earnings  increase  of  15*; 
better  per  year,  you've  an  equally  \ 
selection  to  choose  from.  Big  Three, 
dustries  (31),  the  industrial  gas  and  w 
ing  equipment  giant,  seems  likel" 
continue  its  recent  20%  growth 
Preliminary  guesstimates  are  for  $1 
this  year,  up  from  $2.45  or  so  for  the 
just  ended.  Among  the  drug  stocks, 
hott  Laboratories  (53)  and  Baxter 
venol  Labs  (36)  continue  to  turn  in  J 
or-better  bottom  lines  year  after  ), 
While  neither  is  cheap  on  a  relative 
sis,  since  their  multiples  are  in  low  h 
while  the  overall  market  multiple  he 
in  the  area  of  seven  to  eight,  they 
cheap  on   an  historical  basis — Ah 
having  sold  as  high  as  .50  times  ean 
and  Baxter  Travenol  over  73  til 
Those  days  may  be  gone  forever, 
there  appears  to  be  room  for  mul 
improvement  if  they  keep  good  earr 
coming.  Here,  too,  let  me  remind 
again  of  other  fast  growers:  Cor, 
graphic  Corp.  (41),  McDonald's 
Schlumberger  (67),  Noble  Affdiates 
Sea  Containers  (20). 

If  it's  value  you're  searching  for,  i 
be  it's  time  you  latched  onto  some  is 
selling  below  book.  Walt  Disney  (3 
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istimated  to  be  worth  around  $50  if  you 
factor  in  the  film  library  and  its  land 
loldings.  Or,  if  the  Mickey  Mouse 
loesn't  turn  you  on,  how  about  the  value 
n  a  company  like  Norton  (39),  the  larg- 
:st  producer  of  abrasive  products  in  the 
vorld?  Last  year,  Norton  acquired 
^hristensen,  Inc.,  a  major  manufacturer 
)f  diamond-drilling  and  core  bits.  The 
:stimated  book  value  of  the  combined 
:ompanies  is  in  excess  of  $42  a  share — 
.5%  over  the  current  market  price.  In 
egard  to  earnings,  look  for  $5.75  this 
'ear,  $6.25  next  year. 

Cincinnati  Milacron  (19)  also  has  con- 
iderable  book  value  appeal  with  $44 
:stimated  for  year-end  1977.  The  com- 
pany, the  largest  maker  of  machine  tools 
n  the  U.S.,  should  continue  to  benefit 


'. . .  While  I  may  cheer 
l  little  prematurely, 
eventually  it  may  pay  off  . 


jandsomely  from  the  extensive  auto- 
nobile  retooling  and  could  well  show 
J3.70  in  per-share  earnings  for  this  year, 
jp  from  $2.70  in  1977. 

Other  interesting  companies  selling 
>elow  book  value  with  better-than-last- 
rear  earnings  expectations  include  Beth- 
\shem  Steel  (22),  National  Steel  (32),  Re- 
public Steel  (24),  Alcoa  (41),  Reynolds 
Aetah  (30)  and  Southern  Pacific  (34). 

Finally,  for  those  of  you  who  love 
imall  and  relatively  undiscovered 
American  beauties,  there  are  companies 
^plenty — attractive  either  on  their  own 
>r  as  possible  merger  or  takeover  candi- 
lates.  South  Carolina  Insurance  Co.  (16) 
s  a  small  insurance  holding  company 
vith  big  earnings.  In  1976  the  company 
halked  up  $1.50  per  share  with  $3.50 
•xpected  for  1977  and  $4  possible  for  this 
rear.  Midland  Glass  (10),  which  was 
lightly  shattered  by  last  year's  natural 
;as  shortage,  should  have  an  earnings 
ebound  to  $3  or  so  in  1978.  At  three 
imes  estimated  earnings,  patience 
night  be  handsomely  rewarded,  particu- 
irly  since  Midland  Glass  has  a  book 
[alue  of  around  $13  a  share.  Keystone 
foods  (12),  the  major  meatman  to 
McDonald's,  appears  to  have  developed 
very  promising  formed-and-frozen 
hopped  steak,  which  the  burger  biggie 
5  currently  test-marketing.  Keystone 
roods  has  an  unbroken  earnings  growth 
rom  7  cents  a  share  in  1971  to  an  esti- 
nated  $2  for  the  year  that  will  end  in 
rebruary  1979.  ■ 


EFHutton  talks 
about  take-over 
candidates. 


candidate5 


=Hutton 


E.  E  Huttoris  Investment  Research 

Department  has  uncovered  20 

companies  which  we  believe 

are  likely  take-over  candidates. 

High  cash  flow  or  high 

cash  position  characterize 

some  of  these  firms.  Other 

companies  have  good  growth 

records  but  have  escaped 

market  attention  and  are 

selling  below  book  value.  Several  are  good  speculations 

whether  or  not  they're  ever  taken  over. 

While  we  can't  predict  that  any  of  these  companies 

will  be  acquired,  we  do  believe  that  their  intrinsic  value 

merits  your  consideration.  Such  undervaluation  is 

eventually  recognized. 

For  further  information  on  these  carefully  selected 

take-over  candidates,  just  send  us  the  coupon  below 
r  <  ,  _  , —  ^ 

Yes,  I  want  more  information  on  EE  Huttoris  take-over  candidates. 


Name . 


Street . 


City. 


.State. 


.Zip. 


Home  Phone . 


.Business  Phone. 


My  EFH  Account  No  is  j  /  D  I  have  no  EFH  Account. 

IFHutton 


26-13R-11 


E.EHutton  &  Company  Inc. 
One  Battery  Park  Plaza,  New  York,  N.Y  IOOO4 
(212)742-5000.  Attn:  Adv.  Dept. 


.—J 


When  EFHutton  talks, 
people  listen. 
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Coffee:  A  Strong  Stimulant 

By  Stanley  W.  Angrist 

". . .  Were  the  coffee-producing  nations  taking 
lessons  from  OPEC  and  hoarding  supplies?  . . ." 


I 


have  received  several  letters  in  re- 
cent months  asking  why  I  haven't  writ- 
ten ahout  the  coffee  market.  It  is  certain- 
ly a  fair  question  and  deserving  of  an 
answer.  Until  now  I  have  felt  that  the 
risks  that  existed  in  the  coffee  futures 
market  over  the  past  two  years  were  too 
great  for  any  but  professional  specula- 
tors. Now  that  the  market  has  aban- 
doned its  endless  string  of  limit-up  and 
limit-down  days  for  the  ordinary  insanity 
of  any  futures  market,  I  believe  the  cof- 
fee market  is  worthy  of  consideration. 

Historical  Review 

Brazil  is  the  largest  producer  of  coffee 
in  the  world,  with  an  acreage  turning  out 
about  30%  of  the  crop.  Thus,  it  should 
come  as  no  surprise  that  when  some- 
thing bad  happens  to  the  Brazilian  crop, 
prices  in  the  world  market  will  seek 
higher  levels. 

In  mid-July  of  1975  a  widespread  frost 
hit  the  important  coffee-growing  areas  in 
Brazil;  that  frost  was  reported  to  be 
worse  than  the  killing  frost  of  1953.  But 
because  90%  of  the  1975-76  crop  had 
already  been  harvested,  there  was  no 
immediate  impact  on  coffee  supplies. 
However,  the  coffee  trees  did  suffer  frost 
damage  and  it  did  not  take  the  futures 
market  long  to  anticipate  that  there 
would  be  less  coffee  coming  out  of  Brazil 
in  1976  and  1977. 

In  July  1975  nearby  coffee  futures 
were  selling  for  about  55  cents  per 
pound;  by  the  year's  end  they  had 
reached  88  cents  per  pound.  By  the  mid- 
dle of  1976  the  nearby  futures  contract 
had  crested  $1.60  per  pound.  As  the 
effect  of  higher  prices  began  to  reach  the 
public,  demand  for  coffee  slackened  and 
prices  suffered  a  40-cent  decline.  But  the 
rise  that  had  taken  place  in  the  first  year 
after  the  freeze  was  just  a  warm-up  to 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities . 


what  came  next.  After  coffee  retreated  to 
$1.20,  the  bulls,  seeing  the  harvest  re- 
duced to  40%  of  the  previous  year's  crop, 
perceived  the  actual  damage  to  Brazil's 
coffee  trees.  By  the  end  of  1976  prices 
were  hovering  around  $2.20  per  pound. 

But  the  bulls  were  clearly  enjoying  the 
ride  and  it  seemed  there  would  be  no 
coffee  left  anywhere.  By  April  1977  the 
nearest  futures  contract  price  had  ex- 
ceeded $3.30  per  pound.  There  had 
been  nothing  like  this  rise  in  the  futures 
market  since  the  sixfold  increase  in  sugar 
prices  in  1974.  (Had  you  become  bullish 
on  coffee  right  after  the  freeze  and  con- 
tinued to  hold  to  your  convictions  until 
April  1977  by  rolling  over  your  coffee 
contracts  as  they  matured,  your  profit  on 
a  single  long  position  during  those  21 
months  would  have  been  somewhere 
around  $100,000.  Of  course,  as  the  mar- 
ket got  frantic,  you  might  have  had  to 
supply  as  much  as  $20,000  per  contract 
in  margin  money.  Still,  though,  it's  not  a 
bad  rate  of  return.) 

The  market  began  to  break  because 
people  began  to  quit  drinking  coffee,  and 
roasters  found  that  the  demand  for  coffee 
was  indeed  elastic.  As  you  might  recall, 
the  Congress  in  1976  decided  to  find  the 
culprits  who  had  rigged  the  coffee  mar- 
ket. Several  members  of  Congress  decid- 
ed that  the  coffee-producing  nations 
were  taking  lessons  from  the  Organiza- 
tion of  Petroleum  Exporting  Countries 
and  hoarding  their  coffee  supplies,  thus 
showing  that  they,  too,  could  play  the 
game  of  "get  the  gringo.  " 

But,  alas,  the  chairman  of  the  Domes- 
tic Marketing  &  Consumer  Relations 
Subcommittee  of  the  House  Agricultural 
Committee  reported  during  the  coffee 
hearings  that — whatever  else,  other  than 
the  host  in  Brazil,  was  behind  the  rock- 
et-like rise  in  coffee  prices — reserves  of 
green  coffee  stocks  were  dangerously 
low.  Indeed,  world  stocks  were  down  to 
25  million  bags,  which  was  the  lowest 
value  in  about  20  years.  In  the  mid-1960s 
reserves  had  averaged  80  million  bags. 
(For  the  record,  a  "bag '  of  coffee  con- 
tains 60  kilograms  of  beans  or  about  132 
pounds.) 


The  statistics  show  clearly  that  Brazil 
had  maintained  its  exports  in  1975  (the 
frost  year)  and  had  even  increased  them 
in  1976  by  drawing  down  inventory. 
(One  of  the  nice  things  about  coffee 
beans  is  that  they  store  rather  well.)  For 
example,  in  the  1976-77  crop  year  (as- 
sumed to  start  July  1),  Brazil  had  export- 
able production  of  2.3  million  bags,  but 
she  actually  exported  15.6  million  bags. 
During  this  coming  crop  year  the  U.S. 
Department  of  Agriculture  estimates 
that  Brazil  will  export  about  10  million 
bags,  which  is  just  about  equal  to  her 
exportable  production. 

Price  Expectations 

The  USDA  now  expects  that  the  total 
world  exportable  production  will  be 
around  52  million  bags,  which  is  what 
several  knowledgeable  observers  believe 
will  be  world  consumption.  That  means 
there  will  be  no  building  of  coffee  stocks 
this  year. 

Coffee  roastings  in  the  U.S.  were 
down  about  25%  from  1976  levels,  al- 
though some  pickup  in  demand  was  seen 
in  the  latter  half  of  1977.  But  importers 
have  been  bringing  in  less  green  coffee 
than  roasters  have  been  using.  Combin- 
ing Census  Bureau  reports  with  trade 
estimates,  one  arrives  at  a  Dec.  1  inven- 
tory of  1.65  million  bags  compared  with 
2.69  million  a  year  earlier.  Some  observ- 
ers feel  that  stocks  could  be  as  low  as  1.3 
million  bags. 

Shearson  Hayden  Stone  has  pointed 
out  in  a  recent  report  on  coffee  that  the 
basic  tightness  of  supply-demand  consid- 
erations, combined  with  revived  con- 
sumption and  a  still-depressed  harvest 
could  lead  to  higher  coffee  prices. 

Even  a  casual  study  of  coffee  prices 
shows  that  recently  expiring  contracts 
have  gone  off  the  board  quite  strong. 
Therefore,  patient  traders  who  under- 
stand the  risks  might  try  a  bull  spread 
that  would  involve  buying  May  and  sell- 
ing December  with  a  premium  of  no 
more  than  30  cents  per  pound.  The  mar- 
gin on  such  a  trade  is  about  $1,500.  I 
would  risk  no  more  than  3  cents  ($1,125) 
on  each  spread.  ■ 
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Money  And  Investments 


Venture  Capital 


Double  Whammies 

By  Thomas  P.  Murphy 

". . .  The  end  reward  for  the  provident  and  frugal 
is  guaranteed,  gilt-edged  economic  loss  . . ." 


ii 

IWBost  investors  feel  had.  And  they  do 
not  see  much  in  the  future  that  is  any 
better  than  the  past. 

Just  consider  our  current  opportuni- 
ties in  the  bond  market.  We  can  get 
quite  safe  bonds  yielding  8Vi>%.  But  then 
if  you  factor  in  the  effect  of  inflation, 
which  will  savage  principal  at  6%  to  7%  a 
year,  and  the  effects  of  a  steeply  progres- 
sive tax  system  that  will  take,  for  in- 
stance, 40%  of  the  interest,  the  end  re- 
ward for  the  provident  and  frugal  is  a 
guaranteed,  gilt-edged  economic  loss  of 
1%  to  2%  a  year. 

If  the  bond  market  seems  a  little  un- 
promising, try  the  stock  market.  At  this 
writing  the  Dow  Jones  industrial  average 
is  trading  about  where  it  did  in  1964, 
which  leaves  us  where  we  were  14  years 
ago  minus  a  50%  erosion  in  the  purchas- 
ing power  of  our  principal.  To  simply 
regain  that  lost  purchasing  power  the 
Dow  would  have  to  double.  Good  luck  to 
us  all. 

Brooding  on  what  Al  Capp  would  have 
called  "double  whammies"  (February 
does  this  to  people  who  live  in  the 
North),  at  least  one  constructive  thought 
occurred  to  me.  One  reason  most  inves- 
tors do  poorly  is  that  they  are  a  bit  lazy 
and  they  lack  self-confidence.  People 
who  will  work  like  horses  to  earn  money 
lose  their  nerve  and  their  initiative  when 
they  invest  their  capital. 

Instead  of  trusting  their  own  judgment 
and  observation,  people  instinctively 
turn  to  institutions  and  advisers  when  it's 
time  to  invest.  The  fact  that  institutions 
and  advisers  have  done  poorly,  too,  does 
not  seem  to  deter  anybody.  It  is  as 
though  we  chose  a  surgeon  because  his 
last  seven  patients  died  on  the  operating 
table.  That  confirms  what  difficult  cases 
the  doctor  is  willing  to  tackle. 

Does  it?  Or  have  most  people  with 
capital  become  so  bemused  by  the  mys- 
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tique  of  Merrill  Lynch,  Pierce,  Fenner 
&  Somebody  that  they  have  forgotten 
what  a  basically  simple  human  transac- 
tion investment  is?  Perhaps,  in  philos- 
ophy anyway,  there  is  something  to  be 
learned  from  the  venture  capitalists  and 
the  private  investors,  who,  by  the  way, 
are  doing  well  these  days. 

Consider,  for  instance,  a  common- 
place event  in  middle  America.  It  is  a 
meeting  of  the  local  Rotary  Club  or  the 
Kiwanis  Club.  A  dentist,  a  man  about  60, 
and  his  friend,  the  Chevrolet  dealer, 
who  is  35,  are  chatting.  The  conversation 
might  go  something  like  this: 

"The  bank,"  says  the  car  dealer,  "has 
just  raised  my  floor  plan  to  14%.  At  that 
interest  rate  the  bank  is  going  to  be 
taking  more  money  out  of  the  dealership 
than  I  do  this  year." 

"It  is  not  so  good  for  me  either,"  says 
the  dentist,  "I've  been  trying  to  put 
some  money  aside  for  retirement;  I've 
been  buying  bonds,  but  the  way  I  figure 
it,  after  taxes  and  inflation,  I  lose  on 
them  every  year." 

Now,  in  the  name  of  Adam  Smith,  is 
there  not  some  basis  for  a  deal  here? 
Why  should  our  dentist  be  getting  6% 
from  a  savings  account,  or  8%  to  9%  from 
the  bond  market,  when  his  friend  the 
Chevrolet  dealer  is  paying  14%  to  fi- 
nance his  inventory?  Why  can't  a  deal 
that  is  advantageous  to  both,  say  a  12% 
interest  rate,  be  struck  that  raises  the 
dentist's  interest  by  50%  and  lowers  the 
car  dealer's  interest  costs  by  two  per- 
centage points? 

The  legal  work  is  not  awesome.  As  a 
matter  of  fact,  the  dealer  already  has  his 
floor  plan  contract  in  the  file  drawer,  and 
since  it  was  drafted  by  the  bank's  attor- 
ney, it  can  be  relied  on  to  have  every 
covenant  the  law  allows,  not  to  mention 
some  the  law  does  not  allow.  Such  con- 
tracts can  be  retyped. 

There  is,  of  course,  at  least  one  catch 
in  this  gentle,  pastoral  proposal.  The 
dentist,  in  the  end,  has  to  trust  his  friend 
the  Chevrolet  dealer.  He  probably 
should  not  count  on  his  own  ability  to 
monitor  the  loan.  And,  if  there  is  some 
shade  of  doubt,  our  dentist  might  want 


to  get  some  help  from  his  lawyer  and 
accountant. 

Still  too  risky?  Then  it  ought  to  be 
pointed  out  that  the  kinds  of  bonds  you 
can  buy  on  the  public  markets  that  yield 
12%  are  junior  debt,  in  other  words, 
secured  by  nothing,  in  companies  that 
often  have  negative  net  worth.  A  back  lot 
full  of  new  Chevrolets  strikes  me  as  bet- 
ter collateral  than  that. 

Let  me  take  this  Thoreau-like  ap- 
proach to  investment  a  step  further. 
Why  not  buy  common  stock  in  a  small 
company?  Why  limit  yourself  to  well- 
known  stocks  when  you  can  buy  little- 
known  stocks  so  much  cheaper?  I  do  not 
suggest  that  you  mortgage  the  farm  to  do 
it,  but  a  lot  of  the  little  ones  have  been 
doing  better  than  the  big  ones  lately. 
They  are  cheap — not  because  they  are 
no  good  but  because  no  one  wants  them. 
Furthermore,  the  single  most  telling  ob- 
jection to  this  kind  of  investment,  the 
lack  of  liquidity,  is  not  as  glacial  as  gener- 
ally portrayed. 

Let  me  draw  on  personal  example:  In 
early  1975  I  needed  some  cash  (who 
didn't?)  and  wanted  to  sell  stock  in  a 
small  New  England  bank  chain.  I 
checked  with  the  broker  in  Boston  who 
was  supposed  to  be  making  a  market  in 
the  stock  and  he  reported  that  the  mar- 
ket was  nil,  nobody  was  buying  at  any 
price.  Then  I  called  the  bank's  chairman, 
explained  my  problem,  and  asked  if  he 
could  find  a  buyer.  He  called  back  a  day 
later  to  say  he  had  found  one — his  moth- 
er. I  lost  some  money  on  the  sale,  but  no 
more  than  I  would  have  lost  if  I  had 
owned  Citicorp  or  Chase.  They  were  at 
giveaway  prices,  too. 

Such  investments  in  small  businesses 
have  a  human  meaning  to  me.  I  knew 
the  chairman  of  the  little  bank  and  I 
knew  that  he  would  feel  obliged  to  help 
me  if  he  could. 

These  sentiments  may  set  back  our 
sophisticated  financial  system  100  years 
or  so,  but  I  cannot  help  believing  that 
the  average  investor  might  be  a  lot  bet- 
ter off  today  if  he  had  paid  less  attention 
to  Wall  Street  and  more  attention  to 
Main  Street.  ■ 
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"The  Arithmetic  of  Disadvantage" 
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ROWE  PRICE 

NEW  INCOME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 
For  more  complete  information,  including  the  management 
fee  and  other  charges  and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 


WE'RE 

FIGHTING  FOR 

YOUR  LIFE 

DIVIDEND 
NOTICE 

Reduce  If 

SHELL  OIL 

Company 

Overweight 

The  Board  of  Directors  to- 
day declared  a  quarterly  divi- 
dend of  forty-five  cents  (45{!) 
a  share  on  the  Common  Stock 
of    this    Company,  payable 
February  14,  1978,  to  share- 
holders   of    record  February 
7,  1978. 

American  Heart 

D.  L.  BLACK 

Secretary 
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I  don't  know  who  my  grandfather  was, 
I  am  much  more  concerned  to  know 
what  his  grandson  will  be. 
Abraham  Lincoln 


Every  man  is  of  importance 
to  himself. 
Samuel  Johnson 


I  weigh  the  man,  not  his  title: 
'tis  not  the  king's  inscription  can 
make  the  metal  better  or  heavier. 
William  Wycherley 


Modesty  is  hardly  to  be 
described  as  a  virtue.  It  is  a 
feeling  rather  than  a  disposition. 
It  is  a  kind  of  fear  of 
falling  into  disrepute. 
Aristotle 


There  is  no  such  thing 
as  a  good  excuse. 
John  P.  Grier 


Nobody  appreciates  the  other 
fellow's  knowledge  and  skill  until 
he  competes  with  him. 
William  Feather 


Talents  are  best  nurtured  in  solitude; 

but  character  is  best  formed 

in  the  stormy  billows  of  the  world. 

Goethe 


There  is  nothing  that  God  has  judged 
good  for  us  that  He  has  not  given 
us  the  means  to  accomplish,  both 
in  the  natural  and  moral  world. 
If  we  cry,  like  children,  for  the 
moon,  like  children  we  must  cry  on. 
Edmund  Burke 


Still  to  our  gains  our  chief 
respect  is  had;  reward  it  is  that 
makes  us  good  or  bad. 
Robert  Herrick 


There  is  always  room  at  the  top. 
Daniel  Webster 


Who  shoots  at  the  midday  sun, 
though  sure  he  shall  never  hit  the 
mark,  yet  sure  he  is  that  he 
shall  shoot  higher  than 
he  who  aims  at  .a  bush. 
Philip  Sidney 


You  are  a  titleholder. 
Your  title  may  be  president, 
vice  president,  general  manager, 
superintendent ,  foreman ,  sales 
manager,  salesman,  bookkeeper, 
secretary,  clerk,  mechanic,  barber. 
It  matters  not  what  your  calling, 
what  your  place  in  life,  you  have 
a  title  to  maintain  and  defend. 
Each  one  of  us  has  opportunity 
to  become  a  topnotcher,  a  champion 
in  our  class.  Are  you  successfully 
maintaining  your  title?  Are  you 
forging  ahead  toward  the 
championship  class? 
B.C.  Forbes 


Do  I  contradict  myself?  Very  well, 
then,  I  contradict  myself;  (I  am 
large.  I  contain  multitudes). 
Walt  Whitman 


A  good  man's  life  is  all  of  a  piece. 
Benjamin  Whichcote 


Let  a  man  practice  the  profession 

which  he  best  knows. 

Cicebo 


I  hope  I  shall  always  possess 

firmness  and  virtue  enough  to  maintain 

what  I  consider  the  most  enviable 

of  all  titles,  the  character 

of  an  "Honest  Man." 

Geobge  Washington 


To  each  individual  the  world  will 
take  on  a  different  connotation  of 
meaning — the  importance  lies  in 
the  desire  to  search  for  an  answer. 
T.S.  Eliot 


At  times  to  think  of  one's  outer 
helplessness  is'  good,  but  to  think 
always  of  one's  inner  strength 
is  infinitely  better. 
Sbi  Chinmoy 


Hold  fast  to  dreams,  for  if  dreams 
die,  life  is  a  broken-winged 
bird  that  cannot  fly. 
Langston  Hughes 


Your  best  hope  for  success 
is  that  your  associates  aren't 
as  good  at  judging  you 
as  you  are  at  judging  them. 
Frank  Tyger 


More  than  3,000  "Thoughts,''  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $ 1 0.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  Y.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  Ralph  Love,  St.  Louis,  Mo.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Rejoice  not  when  thine  enemy  falleth 
and  let  not  thine  heart  be  glad  when  h 
stumbleth. 
Proverbs  24:17. 


120 


FORBES,  FEBRUARY  20,  197 


The  power  of  technology 
is  the  power  to  create. 

Creating  the  solid  propellant 
that  helps  lift  science 
beyond  the  earth 

is  one  way 
we're  using  ours. 


UNITED 
TECHNOLOGIES 


Pratt  &  Whitney  Aircraft  Group  •  Otis  Group 
Essex  Group  •  Sikorsky  Aircraft  •  Hamilton 
Standard  •  Power  Systems  Division 
Norden  •  Chemicai  Systems  Division 
United  Technologies  Research  Center 
United  Technologies  Corporation, 
Hartford,  Conn.  06101 


Ever  see  a 
happy  bankrupt? 


For  years  we've  been  fed  bad  med- 
icine—that Federal  deficits  and 
growing  debt  are  normal  and  nec- 
essary. As  a  result  we  now  pay 
more  than  30  billion  dollars  a  year 
interest  on  our  national  debt  and 
untold  more  interest  on  our  state 
and  city  debts.  We  have  had  to  re- 
move the  silver  backing  of  our  paper 
money  so  that  its  true  value  disap- 
pears, and  foreign  governments  who 
already  have  taken  billions  of  our 
gold  can  take  every  dollar  of  what 
is  left  of  it. 

In  every  true  sense  of  the  word, 
we  are  bankrupt. 

And  what  do  we  do  about  it? 
We  make  it  worse— spending  billions 
we  haven't  got  on  things  we  can't 
afford  and  don't  need: 

•  billions  to  foreign  countries,  many 
of  whom  turn  on  us  whenever  we 
need  a  friend. 

•  more  than  2  million  Federal  em- 
ployees (not  counting  military)  and 
the  number  growing  all  the  time. 

What  are  you  doing  about  it? 

WARNER  &SWASEY 


LIBRARY 


Unique  Warner  &  Swasey  Step-Master™Auto- 
matic  Computer  Controlled  Grinding  Machine 
performs  complete  multiple-diametergrinding 
automatically  from  load  to  unload  without 
operator  intervention.  (Coolant  splash  guards 
removed  to  show  machine  detail.) 


uductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

31978  THE  WARNER  &  SWASEY  COMPANY      Executive  Offices  11000  Cedar  Avenue.  Cleveland.  Ohio  44106 
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Vife  re  the  only 
U.S.  airline  thiut  can  jhonestly 
promise  you  the  world. 


lplest  of  reasons: 
lly  airline  that  flies  to  all  parts  of 

the  world  from  America. 

84  cities  in  58  countries  on  6  continents. 
Our  flights,  even  to  the  most  far-flung  places,  are 
scheduled  frequently  enough  so  that  every  three  minutes, 
somewhere  in  the  world,  a  Pan  Am  plane  is  either  taking  off 
or  landing.  And  more  often  than  not,  that  Pan  Am  plane,  whether  you're 
a  passenger  or  you're  shipping  cargo,  is  a  big,  roomy  747. The  plane, 
x  we're  told,  that's  the  most  preferred  by  international  travelers. 

The  next  time  you're  traveling  abroad,  ask  your  travel  agent  or 
your  corporate  travel  manager  to  put  you  on  Pan  Am.  It'll  make 
j       things  a  lot  easier.  4| 


Promise. 


J 


Americas  airline  to  the  world, 


MP/lncarpuratra 
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391  Robert  Reis  &  Co 
392.  Reliance  Universal  Inc 
.393.  Revlon".  Inc.  - 

394  R  J  Reynolds  Industries.  Inc. 

395  Rheem  Mfg.  Co. 
396:  A.  H.  Rice  Co..  Inc 

397.  Rice  Growers  Assoc  of  Calif. 

398.  Richards  Mfg.  Co.  Ltd. 

399.  Richardson-Merrell  Inc. 

400.  Robin  Ellen.- Inc. 


401.  Robin  Undies,  Inc. 

402  A  H  Robins  Company,  Inc 

403  Rohm  and  Haas  Company 

404  Royal  Bead  Novelty  Co..  Inc. 
405,  Salvatori/Bronzini  Corporation 

406  Sangamo-Weston.  Inc. 

407  Saramae  Lingerie 

408  Savoy  Processing  Co 

409  Schering-Plough  Corp 

410.  Joseph  E.  Seagram  &  Sons.  Inc 

411.  Sealy  Mattress  Co. 

412  A  &  L  Seamen 

413  G  D  Searle&Co 

414  Servisco  Corp. 

415  M  Setlow  &  Sons.  Inc. 

416  Shea  Rustin.  Inc. 

417  Sigma  Instruments  Inc 

418  Signal  Transformers  Co..  Inc. 

419  Simkins  Industries 

420  Simmons  Company 

42 1  Smith  Kline  Corporation 

422.  Sobel  Brothers.  Inc 

423.  Society  Brand  Industries.  Inc.. 

424.  Solo  Cup  Company 

425.  Solves  Corp. 

426  Sonoco  Products  Company 

427  Southwestern  Industries.  Inc 

428  Southwire  Co. 

429  Spirite  Mfg.  Co. 

430  Splendor  Form  Bra  Co 
431.  Spray-A-Matic  Products 
432:  Squibb  Corp. 

433.  Standard  Engineering  &  Machine 

434.  Standard  Mfg  Corp. 

435  Standard  Motor  Products.  Inc 

436  Standard  Oil  Co  of  California 
437.  Standard  Pressed  Steel  Co 
438^|andard  Sales  Co. 
4jAe  Stanley  Works 


449.  Sylgab  Steel  and  Wire  Corp 

450.  Syncor  Industries 

451  Syntex  Laboratories.  Inc. 

452.  TM  Enterprises 

453.  Talley  Corp 

454.  Tech  Aerofoam  Products.  Inc. 

455.  Technicon  Corp: 
456  Teenform.  Inc 

457.  Telecommunications  Industries 

458.  Tenna  Corp 

459.  Thomas  &  Betts  Corp 

460.  Threads.  Inc. 

461.  Timex  Corp. 

462.  Tracor,  Inc. 

463  Transworld  Adhesives  &  Chemi 

464  Treasure  Master  Corp 

465  Tn-Chem,  Inc. 
466.  U.S.  Industries.  Inc. 

467  U  S  Shoe  Corp 

468  Union  Corporation 

469  Union  Carbide  Corp. 

470  United  Cellular  Products  ' 

471  United  Industries  Inc 

472.  United  States  Steel  Corp. 

473.  Universal  Cigar  Corp. 

474.  The  Upjohn  Company 
475  V  &  R  Intimate  Apparel 

476.  Van-Dell  Inc 

477.  ton  Sickle  Industries    .  , 

478  Vieques  Yachts  Ltd..  Inc. 

479  Vlneland  Chemical  Co 

480  Vbgart  Crafts  Corp. 

481  Vogue  Bridals 

482  VSoske  Inc. 

483  Sam  P  Wallace  Co.  Inc 

484  Warnaco.  Inc 

485  Warner-Lambert  Company 

486  WaSko  Gold  Products 

487  Wellco  Enterprises.  Inc 
488.  Westchester  Lace  Works 
489  Westgate-California  Corp 

490.  Westmghouse  Electric  Corp. 

491.  Wheaton  Industries 

492  Wheelabrator-Frye.  Inc 

493  White  Consolidated  Industries. 

494  Wilker  Bros.  Co..  Inc 

495.  D.  D  Williamson  &  Co  .  Inc 

496.  A.  R  Winarick.  Inc. 

497.  Winthrop  Labs.  Inc. 

498.  Wolverine  World  Wide.  Inc. 

499.  Zale  Corp 

500.  Zehg  Strauss  Co..  Inc. 


Why  are  so  many  American 
companies  making  Puerto  Rico  their 
second  home?  A  skilled,  productive 
work  force  is  only  one  reason. 


Companies  who  have  located  subsidiaries 
in  Puerto  Rico  enjoy  many  business  advan- 
tages you'll  find  nowhere  else  in  the  world. 
And  time  after  time,  executives  of  these 
companies  say  these  advantages  begin 
with  the  richness  of  Puerto  Rico's  most 
valuable  resource.  Its  people. 

Puerto  Rican  workers  are  industrious, 
ambitious,  and  they've  proved  to  have  a 
ligh  ability  for  learning  new  skills.  Most 
lave  more  than  12  years  of  schooling. 
Nearly  one  of  four  has  been  to  college. 

They  re  productive.  Puerto  Rico's  man- 
ufacturing industry  workers  return  $4-03 
in  value  to  their  employers  for  every  dollar 
they  earn  themselves.  In  mainland  U.S.A., 
the  average  is  $3.36. 

They're  loyal.  The  average  labor  turn- 
over in  Puerto  Rico  is  1.6%  compared  with 
1.9%  in  mainland  U.S.A.  Average  absen- 
teeism is  5.4%  against  5.7%  for  workers  on 
he  Mainland. 

They're  close  to  a  million  strong,  with 
51%  under  35  years  of  age. 

People  who  get  things  done  are  a  key 
eason  for  locating  your  next  subsidiary  in 
'uerto  Rico.  Now  consider  some  of  the 
ther  advantages. 

No  U.S.  Restriction  On 
Repatriation  Of  Profits. 

The  U.S.  Internal  Revenue  Code  Section 
)36  permits  you  to  bring  current  profits 
"lome  to  the  Mainland  without  U.S.  taxes. 
Mth  only  a  7%  to  10%  Puerto  Rico  toll 
;ate  tax,  you  keep  more  of  your  net 
>rofit  than  anywhere  else  under 
he  U.S.  flag. 

Unique  Tax  Incentives. 

.n  Puerto  Rico,  you  pay  no  federal 
rorporate  income  tax.  Qualifying 


industries  are  eligible  for  local  tax  incen- 
tives applied  to  corporate  earnings,  real 
estate,  personal  property,  and  license  fees 
for  as  long  as  30  years. 

A  Rich  Local  Market. 

Puerto  Rico  is  the  world's  seventh  largest 
importer  of  goods  from  the  U.S.A.  A  tre- 
mendous market  already  exists  here  for  a 
wide  range  of  industries  which  set  up 
plants  in  Puerto  Rico. 

Familiar  Business  Climate. 

You  enjoy  the  protection  and  stability  of 
the  U.S.  and  Puerto  Rican  Constitutions. 
You  operate  under  the  same  legal,  postal, 
and  telephone  systems.  Currency  is  the 
U.S.  dollar.  You  can  carry  on  your  business 
in  English.  And  the  people  of  Puerto  Rico 
are  U.S.  citizens. 

Financing  Assistance. 

Puerto  Rico  offers  medium  and  long  term 
loans  through  the  Government  Develop- 
ment Bank  and  its  subsidiary  PR.  Devel- 
opment Fund.  In  addition,  through 
AFICA,  bonds  can  be  issued  in  the  tax 
exempt  market  for  industrial  and  pollu- 
tion control  facilities. 

Also  available  to  assist  with  your 
financing  are  federal  EDA  and  SBA 
programs  as  well  as  many  local,  U.S.,  and 
international  banking  institutions. 

An  Established  Infrastructure. 

Communications,  utilities,  shipping, 
and  transportation  are  highly  devel- 
oped and  plentiful.  There  is  also 
an  abundant  supply  of  industrial 
•materials  and  professional  services 
readily  available  for  a  wide  range 
of  business  requirements. 


Worker  Training. 

Puerto  Rico  provides  specially  equipped 
training  centers  and  vocational  schools 
and,  if  you  qualify,  shares  the  cost  of  train- 
ing your  workers  in  technical,  supervisory, 
and  managerial  skills.  In  many  cases,  the 
government  will  also  pay  part  of  the  wages 
for  Puerto  Rican  workers'  on-the-job  train- 
ing in  your  company  's  island  subsidiary, 
on  the  Mainland,  or  in  a  foreign  country. 

Lower  Labor  Costs. 

The  Fair  Labor  Standards  Act  covers 
Puerto  Rico,  but  industrial  wages  are  much 
closer  to  the  statutory  minimum  than  they 
are  on  the  Mainland.  As  of  Sept.  1977,  the 
average  per  hour  wage  for  industrial 
workers  in  Puerto  Rico  was  $3.09,  as 
opposed  to  the  U.S.  average  of  $5.73. 

Discover  what  a  Puerto  Rico  operation 
can  mean  to  your  bottom  line.  Please  call 
us,  toll  free  (800)  223-0699.  In  New  York 
State  (212)  245-1200.  Or  mail  the  coupon. 


Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept.  FB-2 

1290  Avenue  of  the  Americas 
New  York,  NY  10019 

Please  send  me  a  free  copy  of  your  brochure, 
"Manufacturer's  Ready  Reference  File!  with 
ail  the  facts  and  figures  on  worker  productiv- 
ity, tax  incentives,  and  much  more. 

The  products  I  might  be  interested  in  manu- 
facturing in  Puerto  Rico  are: 


Name. 
Firm  


City 


State. 


-Zip. 


Puerto  Rico,U.S.A. 

The  ideal  second  home  for  American  Business. 
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The  TV  Cameras  Are  Gone,  But... 


The  stormy  issue  of  Japanese- Ameri- 
can trade  relations  has  all  but  disap- 
peared from  the  newsmagazines  and 
the  TV  screens,  yet  the  problem  will 
not  so  easily  go  away.  As  the  chart  on 
page  34  shows,  Japan  remains  the 
biggest  single  factor  in  our  unfavor- 
able trade  balance. 

As  our  publisher,  Jim  Dunn,  and  I 
discovered  when  we  visited  Japan 
late  last  year,  OPEC  is  the  real  vil- 
lain. When  OPEC  ruthlessly  and  un- 
expectedly quadrupled  the  price  of 
oil,  disaster  stared  Japan  in  the  face. 
How  could  a  nation  pay  the  tab  when 
it  counted  on  imports  for  almost  ev- 
ery ounce  of  energy  it  consumed?  In 
near  panic,  the  Japanese  reined  in 
their  domestic  economy  and  pushed 
exports.  As  it  turned  out,  this  was 
more  adrenaline  than  was  needed; 
instead  of  a  small  surplus  in  trade  it 


the  head  of  Mitsui  Trading  Co.  said.  A 
top  banker  reminded  us  that  a  whole 
nation  can't  turn  oh  a  dime:  "Ameri- 
cans say  of  Japan,  What  a  selfish 
country.'  We  say,  Give  us  time.  The 
Japanese  do  have  a  point;  we  are 
demanding  that  they  change  in  the 
space  of  months  habits  built  up  in  three 
decades  of  what  the  Japanese  have 
always  viewed  as  a  desperate  struggle 
for  survival  in  a  hostile  world. 

Meanwhile,  crisis  journalism  has 
moved  on,  but  the  story  remains  ur- 
gent for  American  businessmen,  our 
audience.  So,  the  editors  of  Forbes 
plan  to  broaden  and  deepen  our  cov- 
erage of  Japanese  industry,  which, 
after  our  own,  is  the  most  dynamic  in 
the  world.  In  the  last  issue  we  report- 
ed how  the  search  for  alternative  mar- 
kets and  alternative  sources  of  oil  was 
driving  the  Japanese  and  communist 


Masaharu  Matsushita  (right)  To  Michaels  And  Dunn:  "We  understand.  .  .  ." 


ended  up  with  an  embarrassingly 
massive  one.  The  U  S  is  demanding 
that  they  cut  it.  Pronto. 

In  Japan,  Dunn  and  I  talked  with 
some  three  dozen  of  the  top  industri- 
alists and  financiers.  On  the  one  hand 
we  found  in  these  Japanese  captains 
of  industry  a  genuine  understanding 
of  American  anger  at  them.  "Right 
now  the  ball  is  in  the  Japanese  court," 
a  senior  international  banker  told  us. 
"I'm  very  worried  about  the  slowness 
of  the  decision-making  process  in  the 
Japanese  government."  A  trading 
company  executive  added:  "We  saw 
the  Blumenthal  shock  coming  but 
didn't  move  fast  enough." 

On  the  other  hand  we  met  constant 
reminders  that  the  very  strength  of 
Japanese  exports  is  a  symptom  of  a 
weak  economic  situation  at  home. 

"There  are  2  million  redundant 
people  carried  on  payrolls  in  Japan, 


China  closer  together.  In  this  issue, 
Forbes  Reporter  Lawrence  Minard, 
now  in  Japan,  describes  Nippon 
Steel's  strategy  for  dealing  with  a 
changing  export  situation. 

Jim  Dunn  and  I  came  back  from 
Japan  convinced  that  in  their  deliber- 
ate way  the  Japanese  are  sincerely 
moving  toward  patching  up  their 
quarrel  with  American  business.  Nor 
could  we  help  but  be  moved  by  these 
words,  spoken  to  us  by  Eiji  Toyoda, 
president  of  Toyota  Motors:  "What 
natural  resources  do  we  have?  None. 
We  have  110  million  people  living 
together  in  a  very  small  area.  We 
export  our  work  to  live.  This  is  our 
destiny." 

As  Japan  and  the  U.S.  work  out 
their  inextricably  intertwined  desti- 
nies, Forbes  readers  will  be  kept 
informed.  ■ 

— James  Michaels 
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Chevrolet  offers  new  size, 
new  style,  new  efficiency  in  three 
important  fleet  classifications. 


The  New  Chevrolet 


Anywhere  you  look  on  the  popular 
end  of  the  fleet  spectrum  Chevrolet 
has  a  fresh,  original  and  timely  new 
entry. 

In  the  intermediate  class  the  good 
news  Malibu  is  here  and  now. 

In  the  regular  category  there's 
America's  best  selling  fleet  car.  The 
New  Chevrolet. 

And  for  the  specialty  field  we  now 
proudly  offer  the  third  generation  of 
our  highly  successful  Monte  Carlo. 

The  New  Malibu.  Good 
news  here  and  now. 

Welcome  to  Malibu,  Chevrolet's 
i  timely  new  intermediate  for  fleets. 

It's  trim  and  tidy  on  the  outside. 
Bright  and  roomy  on  the  inside.  In 
fact,  the  good  news  Malibu  has  more 
head,  leg  and  trunk  room  than  the 


The  Third  Generation  Monte  Carlo 


1977  Chevelle  it  replaces. 

Good  news  for  here  and  now. 
Good  news  for  tomorrow. 

The  New  Chevrolet. 
America's  most 
successful  fleet  car. 

The  regular-size  fleet  car  is  back!  In 
its  first  year  The  New  Chevrolet  was 
the  best  selling  fleet  car  in  the  coun- 
try. Sales  to  fleets  were  up  102%  over 
the  1976  regular-size  Chevrolet  it  re- 
placed. 

That's  a  high  compliment  and  an 
overwhelming  vote  of  confidence  for 
a  completely  new  car.  Now  in  its  sec- 
ond year,  The  New  Chevrolet  is  still 
one  of  the  newest  cars  around. 

Now  isn't  that  more  like  it? 


The  Third  Generation 
Monte  Carlo. 

While  Monte  Carlo  is  new  inside  and 
out,  it  remains  a  car  apart  from  the 
crowd.  Elegant.  Rewarding  to  drive. 
Beautiful.  Affordable. 

All  in  all,  Monte  Carlo  is  an  im- 
pressive way  to  put  a  little  distance 
between  yourself  and  the  crowd. 


MALIBU 


CHEVROLET 


MONTE  CARLO 


29/21   24/17  27/19 


HWY.  CITY 


HWY.  CITY 


HWY.  CITY 


With  std.  3.3 
litre  (200  Cu.  In.) 
V6  and  manual 
trans  Not  avail- 
able in  Calif. 


With  std.  250 
Cu.  In.  L6  and 
auto,  trans. 
Estimates  lower 
in  Calif. 


With  std.  231 
Cu.  In  V6  and 
available  auto, 
trans.  Estimates 
lower  in  Calif. 


Chevrolet 


r 


EPA  ESTIMATES.  Your  mileage  depends  on  how 
and  where  you  drive,  your  car's  condition  and 
available  equipment.  Chevrolet,  Malibu  and 
Monte  Carlo  models  are  equipped  with  GM- 
built  engines  produced  by  various  divisions.  See 
your  dealer  or  fleet  representative  fc.  details. 


SEE  WHAT'S  NEW  TODAY  IN  A  CHEVROLET. 


How  Much  Oil  Has  Russia? 

Whatever  happened  to  that  startling 
1977  Central  Intelligence  Agency  study 
that  said  the  Soviet  Union,  the  world's 
biggest  petroleum  producer,  would 
soon  be  running  out  of  oil?  Those  CIA 
findings  won  President  Carter's  en- 
dorsement and  highlighted  his  initial 
effort  to  jolt  the  U.S.  public  and  the 
Congress  into  awareness  of  the  need  to 
save  oil  and  find  other  energy  sources. 
What  he  got  was  a  flurry  of  headlines 
and  little  else.  The  oil  companies  never 
put  much  credence  in  the  CIA's  conclu- 
sions, and  the  Congress,  which  is  still 
wrangling  over  an  energy  program,  also 
ignored  them. 

It  turns  out  the  skeptics  were  right. 
Soviet  oil  fields  are  pumping  more  oil 
than  ever  and  the  CIA,  with  none  of  the 
original  fanfare,  has  quietly  withdrawn 
that  1977  report.  Oilmen  think  the  ana- 
lysts either  misread  their  raw  data  and 
put  the  inevitable  Russian  oil  peak  in  the 
wrong  time  frame  or,  perhaps,  were  too 
eager  to  bolster  the  President's  case. 
Much  was  made,  for  instance,  of  the  fact 
that  the  Russians,  to  speed  production, 
started  forcing  new  wells  by  injecting 
water  to  increase  pressure  (a  penchant 
Forbes  reported  in  mid- 1972).  U.S. 
producers  also  resort  to  water  injection, 
but  usually  when  a  field  is  becoming 
exhausted.  The  overriding  point,  U.S. 
industry  experts  say,  is  they  cannot  con- 
ceive that  the  Russians  were — or  are — 
unaware  of  the  danger  that  too-early  in- 
jection of  water  can  cause  a  field  to  col- 
lapse. Moreover,  technology  the  Rus- 
sians are  rapidly  acquiring  should  greatly 
improve  their  production  methods.  (The 
CIA  itself  counted  $3.1  billion  in  recent 
Soviet  purchases  of  Western  oil  machin- 
ery and  $4  billion  more  for  pipe.) 

Meanwhile,  Soviet  oilmen  are  simply 
continuing  to  find  more  oil.  Pumping  in 
the  vast  western  Siberian  deposits  has 
nearly  doubled,  from  2.2  million  to  4.3 
million  barrels  a  day — and  the  Russians 
are  working  only  20  to  25  of  the  150 
fields  plotted  on  the  Siberian  oil  map. 

Arms  Along  The  Nile 

While  Anwar  Sadat  and  Jimmy  Carter 
keep  talking  about  U.S.  jets  and  other 
arms  for  Egypt,  another  Western  suppli- 
er has  quietly  moved  in  as  the  principal 
source  of  weapons  for  Cairo.  The  British, 
who  once  ruled  the  Nile  themselves, 
have  now  displaced  France  as  Egypt  s 
number-one  arms  source.  After  years  of 
dickering,  London  has  wrapped  up  deals 
for  $l-billion  worth  of  arms,  many  of 
which  will  be  manufactured  in  Egypt. 
The  shopping  list  includes  such  items  as 


$288  million  for  ten  patrol  boats,  $195 
million  for  antitank  missiles  (half  to  be 
made  in  Egypt),  $434  million  for  helicop- 
ters and  $136  million  for  helicopter  en- 
gines. The  purchases  will  be  financed  by 
the  Arab  Organization  for  Industrializa- 


Carter  promises  while  Britain  delivers. 


tion,  a  corporation  set  up  by  Saudi  Ara- 
bia, Qatar,  the  United  Arab  Emirates 
and  Egypt.  Still  up  in  the  air  is  Sadat  s 
bid  for' 150  U.S. -built  F-5  jet  fighters, 
which  President  Carter  has  repeatedly 
promised  to  fulfill  but  which  faces  seri- 
ous hurdles  in  Congress.  Israel  is  already 
working  to  fan  resistance  on  Capitol  Hill 
to  any  U.S.  arms  for  Egypt. 

Now,  Royal  Computers 

The  royal  purchasing  agents  in  Saudi 
Arabia  have  just  asked  for  bids  for  a 
computer  contract  that  could  run  well 
over  $1  billion.  The  requests  have  gone 
to  half  a  dozen  of  the  world's  biggest 
computer  manufacturers,  and  the  agent 
for  the  deal  is  Aramco  Services  of  Hous- 
ton. No  one — including  Aramco — will 
say  what  the  computers  are  intended 
for,  but  the  final  evaluation  and  award- 
ing of  the  contract  are  expected  some- 
time next  month. 

Aid  For  College  Parents 

An  Ivy  League  idea — loans  to  middle- 
class  parents  to  help  pay  for  their  chil- 
dren's education — is  gaining  momentum. 
Latest  to  adopt  the  plan  is  Dartmouth, 
which  will  begin  this  year  to  lend  to 
parents  of  the  class  of  1982,  arriving  on 
the  Hanover,  N.  H.  campus  this  fall.  Loans 
at  9%  will  be  available  to  families  with 
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incomes  of  up  to  $75,000  a  year.  The  loans- 
to-parents  scheme — in  contrast  to  most 
programs,  which  make  advances  only  to 
students — originated  at  Harvard  two 
years  ago.  Since  then,'  in  the  Ivy  League,  it 
has  caught  on  at  Princeton  and  Yale,  in  the 
"Little  Ivy  League's"  Amherst,  at  Smith, 
one  of  the  "Seven  Sisters,"  and  has  spread 
to  the  West  Coast  where  Stanford  now 
offers  such  loans. 

Carter  Vs.  The  Cities 

Though  under  bitter  attack  from  pro- 
city  forces  for  proposing  to  extend  the 
10%  investment  tax  credit  to  new  indus- 
trial structures,  the  Carter  Administra- 
tion is  sticking  to  its  guns.  The  Adminis- 
tration concedes  that  the  change  could 
speed  the  flight  of  business  from  the 
cities,  but  says  to  reject  an  improvement 
to  the  investment  credit  is  shortsighted. 

Look  at  the  whole  tax  program,  Car- 
ter's men  say.  It  is  designed  to  increase 
economic  growth  and  they  marshal  fig- 
ures to  show  that  general  growth  tradi- 
tionally cuts  unemployment  in  center 
cities  faster  than  in  the  rest  of  the  coun- 
try. Moreover,  they  argue,  the  new 
credit  would  also  apply  to  rehabilitating 
existing  buildings,  and,  as  a  clincher, 
they  cite  other  elements  of  the  program 
that  would  end  accelerated  depreciation  | 
for  most  real  estate  and  put  specific 
curbs  on  real  estate  tax  shelters  that  have 
spurred  business  exits  from  the  cities. 
And  even  if  the  focus  is  narrowed  to  the 
adverse  impact  the  new  credit  could 
have  on  cities,  the  Administration  ex- 
perts ask,  is  it  sound  to  require  all  U.S. 
taxpayers  to  finance  inefficient  activity  in 
center  cities?  Or  should  federal  policy 
try  to  counter  the  often  destructive  tax 
and  spending  policies  of  certain  state  and 
local  governments? 

Continental  (Instant)  Cuisine 

Gourmets  who  salivate  over  Europe's 
fresh-cooked  cuisine  and  deplore  the 
U.S.  passion  for  fast  food  and  prepack- 
aged menus  can  brace  for  the  worst. 
Europe  is  rapidly  moving  toward  these 
same  packaged  delights.  One  tipoff  is  that 
International  Paper  Co.  is  finishing  a 
$155-million  expansion  of  its  bleached- 
board  manufacturing  installation  in  the 
Southwest,  despite  the  fact  that  ship- 
ments of  the  board,  used  in  packaging 
frozen  foods  and  similar  products,  have  ! 
dropped  from  their  1972  peak  of  820,000 
tons  to  709,000  tons  in  1976.  The  new 
capacity  is  geared  for  exports.  The  off- 
shore market,  now  400,000  tons  a  year,  is 
growing  by  about  12%  annually,  princi- 
pally because  Europeans  are  taking  to 
prepared  foods  in  ever-increasing  num-  j 
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)  1978-  B  J  REYNOLDS  TOBACCO  CO 


"Ihave 
my  own  ideas 
about  smoking? 


"I  know  what  I  like  out 
of  life.  And  one  of  the 
'  things  I  like  is  smoking. 
But  there's  no  getting 
away  from  the  stories  I 
keep  hearing  about  ciga- 
rettes and  high  tar. 

"There's  also  no  get- 
ting away  from  why  I 
[smoke.  I  smoke  for  the 
pleasure  of  it.  For  the  taste. 
I  And  for  enjoying  a  ciga- 
rette after  my  long  day  as  a 
[teacher 

"Then  at  night  when  I 
work  my  other  job  —  as  a 
:  drummer— I  enjoy  lighting 
jup  between  sets.  It's  part  of 
I  the  way  I  live. 

"For  me,  the  dilemma  was 
r  how  to  find  a  cigarette  that 
could  give  me  taste  without  high 
tar.  And  that  was  quite  a  dilemma. 

"Which  is  why  I  appreciate 
Vantage  as  much  as  I  do.  It's  the 
only  low-tar  cigarette  I've  found 
( and  I've  tried  several  other  brands ) 


that  really  gives 
me  cigarette  taste 
and  satisfaction. 
"And  the 
Vantage  filter  is 
especially  neat 
because  it's  firm 
yet  easy  drawing. 
"As  far  as 
Vantage  goes,  my 
mind  is  made  up. 
And  that's  just  the 
way  I  like  it." 


Mike  Barbano 
Atlanta,  Georgia 


Regular,  Merithc 

and  Vantage  100's 


Vantage.  A  lot  of  taste  without  a  lot  of  tar. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 

MENTHOL  11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av. per  cigarette  by  FTC  method. 


Trends 


New  York  and  London, 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p.m. 
Arriving  Heathrow  9:00  p.m.  London  time  — 
half  the  time.  Leaving  London  at  1 1:15  a.m. 
Arriving  10:00  a.m.  New  York  time. 
An  hour  before  you  left.  Call  your 
Travel  Agent,  Transportation  Department 
or  British  Airways. 

mmk*  doncorde 

We'll  take  good  care  of  you. 


Marriott  s  ESSEX  HOUSE 


If  you  were  to  do  a  qualitative 
analysis  of  our  ongoing  guest 
register,  we  would  shape  up  as  a 
classical  growth  situation.  And  for 
the  best  of  reasons. 

The  Essex  House  offers  a 
number  of  distinctive  assets. 
Our  quiet  style,  a  professiona 
international  staff  to  provide 
consistent,  attentive  service, 
and  our  prestigious  Central  Park 
South  address,  all  reflect  the  image 
of  our  corporate  residents  and  guests. 

So  it's  no  wonder  that  discriminating 
executives  rely  on  the  Essex  House  in 
New  York.  Or  that  so  man)  firms  have 
found  that  establishing  corporate 
residence  at  Essex  Towers  yields  blue 
chip  dividends. 


ESSEX, 


The  Blue  Chips  bet  heavily  on  us. 

(Because  they  know  an  Essex  House  suite  returns  more  than  book  value 
— for  a  night,  a  week,  or  an  annual  corporate  lease.) 

If  doing  business  in  New  York  is  a 
part  of  your  company's  way  of  life, 
we're  prepared  to  help  you  run  a 
cost  comparison  analysis.  You  may 
be  surprised  to  find  the  cost  to  lease 
an  executive  suite  overlooking 
Central  Park  amounts  to  less  than 
your  present  expenditures  for 
luxury  hotel  rooms  in  New 
York,  when  you  need  them. 
To  arrange  accommoda- 
tions for  your  next  stay  in  New  York, 
or  to  take  our  Grand  Tour,  call  us. 


Marriott's. 
ESSEX  HOUSE 


New  York's  Grand  Hotel 
60  Central  Park  South,  New  York  100I9 
For  reservations.  (212)  247-0300  (Leasing  Office  Ext.  6173)  Telex:  12-5205 


bers.  The  U.S.  appetite  for  such  fare  is 
also  headed  for  new  heights,  at  least  in 
the  view  of  the  paper  companies.  The 
Continental  Group  has  invested  $100 
million  in  new  bleached-packaging-board 
machinery — and  it  is  looking  not  to  for- 
eign buyers  but  to  the  home  market. 

Lo!  The  Poor  Businessman 

Most  businessmen  are  doubtless  well 
aware  that  they  rank  far  below  mother- 
hood with  the  American  public,  but  an 
analysis  of  more  than  a  decade  of  pulse- 
taking  by  the  Opinion  Research  Corpo- 
ration indicates  things  may  be  worse 
than  they  thought.  In  1965,  according  to 
the  Princeton,  N.J.  pollsters,  one  Ameri- 
can in  five  gave  business  a  high  rating. 
Today,  only  1  in  13  holds  business  in 
such  esteem.  ORG  Executive  Vice  Presi- 
dent Harry  O'Neill  offers  that  drop  in 
favor  as  one  reason  the  public  no  longer 
considers  the  stock  market  a  preferred 
investment.  Paralleling  the  downgrading 
of  business  and  businessmen  in  the  pub- 
lie  mind,  O'Neill  also  notes,  has  been  a 
steady  rise  in  the  number  of  citizens  who 
would  like  to  see  more  government  in- 
tervention to  force  business  to  respond 
on  its  own  to  social,  consumer  and  envi- 
ronmental issues. 

What's  In  A  Name? 

John  L.  MeAdam,  the  19th-century 
Scottish  engineer  who  became  a  house- 
hold word  by  inventing  the  world's  most 
popular  road  surface,  "macadam,"  is  los- 
ing out  to  a  $160-million-a-year  Illinois 
firm,  Barber-Greene  Co.,  which  holds 
35%  of  the  market  for  asphalt  plants  and 
pavers.  In  the  Caribbean,  Latin  America 
and  parts  of  Africa,  more  and  more  mac- 
adam arteries  are  now  called  "Barber- 
Greene  roads.'  The  trend  is  understand- 
able. In  the  U.S.  the  recent  emphasis 
among  roadbuilders  has  been  away  from 
building  new  highways  to  repairing  ex- 
isting ones.  With  asphalt  far  and  away 
the  top  material  for  road  construction 
and  repair  (only  3%  of  U.S.  highway 
mileage,  for  example,  is  concrete),  Bar- 
ber-Greene has  a  clear  track.  In  1965, 
President  Anthony  Greene  points  out, 
15%  of  highway  expenditures  went  for 
asphalt  road  work.  By  1975  asphalt's 
share  of  highway  money  had  increased  to 
30%  and  it  is  still  growing.  Nor  is  Bar- 
ber-Greene s  name  written  only  on 
roads.  Botswana,  in  southern  Africa,  has 
a  postage  stamp  in  circulation  that  fea- 
tures a  Barber-Greene  Telsmith  ore- 
crushing  machine,  part  of  the  mineral- 
processing  lines  that  account  for  roughly 
half  the  company's  business.  So  Greene 
is  being  modest  in  saying  B-G  is  "opti- 
mistic about  the  rest  of  the  year."  ■ 
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EMERY  HAS  CREATED 

A  SHALL 
OVERNIGHT  SENSATION. 


It  can  take  up  to  5  pounds  of  practi- 
cally  anything  (blueprints,  print  outs, 
proofs,  tapes,  legal  briefs,  etc.),  prac- 
tically anywhere  in  the  United  States 
or  Canada. 

Overnight. 

It's  the  Emery  Flyte-Pak® 

And  while  it  can  take  more  than  any 
other  small  package  express  pack,  to 
more  places,  it's  no  more  than  $10,  air- 
port to  airport.  To  or  from  any  of  the 
many  in-and-out-of-  the-way  cities 
Flyte-Pak  has  access  to. 


THE  CASE  AGAINST  THE  ENVELOPE. 

Unlike  the  envelope  our  competitors 
offer,  the  Flyte-Pak  is  an  attache-type 
case.  Much  more  sturdy  than  an  envel- 
ope, much  less  likely  to  get  lost  in  a  crack. 

And  the  Flyte-Pak  has  the  Emery 
computer  tracking  system  following  it 
every  step  of  the  way.  So  now  you  don't 
have  to  stay  up  all  night  worrying 
about  overnight  shipments. 

CALL  TOLL  FREE  800-621-2222. 

OR  CALL  YOUR  LOCAL  EMERY  OFFICE. 
The  Flyte-Pak  is  no  big  thing  to  use. 


Just  flop  the  flaps,  fill  it  up,  fill  out  the 
airbill,  pick  up  the  phone  and  we'll 
come  running  for  the  pick  up. 

You  can  keep  as  many  Flyte-Paks  as 
you  want  on  hand. 

For  more  information  call  Emery. 
And  if  you  need  Flyte-Paks  for  some- 
thing that  has  to  be  somewhere  tomor- 
row, call  us  today. 

EMERH 

THE  AIR  FORCE  IN  AIR  FREIGHT. 

•IN  ILLINOIS  CALL  TOLL  FREE  (MM72-2666 


YOUR  ROOFS 


The  Randustrial®  Roof  Spray  System  resat- 
urates  and  renews  your  dried  out  felt  roofs. 
Our  premium  grade  SHIELD-TITE®  ROOF 
PRESERVER  is  sprayed  over  your  old  roofs 
by  your  own  men.  We'll  loan  you  our  equip- 
ment and  instruct  your  men  in  its  use.  You'll 
have  watertight,  pliable  roofs  that  will  resist 
the  roughest  weather  for  years  to  come  —  and 
you  save  the  cost  of  hiring  a  contractor. 
Inquire  for  a  copy  of  our  64  page  catalog 
which  contains  all  the  details. 

Send  a  Free  copy  of  your  64  page  catalog  to: 

NAME,  TITLE  

COMPANY_  

ADDRESS.  

CITY,  STATE,  ZIP  

PHONE  NUMBER  


area  code  number 


Ffjl  Randustrial « 
==^  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Avenue 
Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Follow-through 


Willkommen,  Siemens 

"Here  conies  Siemens!"  the  Jan.  15, 
1977  Forbes  proclaimed  in  a  report  of 
how  the  West  German  power  equipment 
and  electronics  giant  planned  to  enlarge 
its  image  and  business  in  the  U.S.  Since 
that  date,  the  130-year-old  Munich- 
based  firm  has  indeed  held  on  to  its 
initial  U.S.  beachheads  in  switchboard 
systems  and  medical  equipment,  estab- 
lished new  ones  in  semiconductors  and 


SIEMENS 

SIEMENS-ALUS 


optical  communications  and,  with  one 
significant  tactical  change,  begun  a  major 
invasion  into  the  U.S.  turbine  generator 
market  dominated  by  General  Electric 
.and  Westinghouse. 

Siemens  quickly  made  good  its  prom- 
ise to  introduce  an  EPABX  internal 
switchboard  (an  electronic  system  for  in- 
stitutional telephone-company  subscrib- 
ers) and  this  January  brought  out  a  sec- 
ond, this  one  tailored  for  hotels  and 
hospitals.  Its  U.S.  headquarters  in  New 
Jersey  is  chary  with  figures  and  will  say 
only  that  its  EPABX  business  is  "going 
well"  and  has  "exceeded  all  sales 
projections." 

The  same  modesty  prevails  on  sales  of 
Siemens'  Somatom  brain  and  body  scan- 
ners, which  it  makes  in  Germany  for  the 
U.S.  market.  Here,  Siemens,  the 
world  s  largest  supplier  of  X-ray  equip- 
ment, comments  obliquely  that  its  posi- 
tion in  the  medical  market  "is  not  reflect- 
ed in  the  scanner  business." 

The  big  switch  in  Siemens'  strategy  is 
a  move  away  from  go-it-alone  ventures 
into  joint  operations.  Its  major  purpose 
in  coming  into  the  U.S.  electronics  mar- 
ket, the  company's  management  said  a 
year  ago,  was  to  keep  in  touch  with 
American  technology  and  to  experience 
what  one  executive  called  the  "disci- 
pline of  the  American  marketplace.  In 
1977  it  teamed  up  with  two  California 
firms.  Last  August  Siemens  paid  $7.5 
million  for  80%  of  Litronix,  Inc. ,  a  manu- 
facturer of  light-emitting  diodes  for 
watches  and  calculators.  December 
brought  a  joint  venture  with  Advanced 
Micro  Devices,  Inc.,  a  developer  of  mi- 
crocomputer systems.  Siemens  has 
bought  20%  of  AMD,  whose  annual  sales 
run  about  $60  million. 

Siemens  also  chose  double  harness  for 
entry  into  the  optical  communications 
field.  In  December  1977  Siemens  and 


Corning  Glass  unwrapped  a  joint  ven- 
ture called  Siecor,  Inc.  This  will  start  out 
as  a  marketing  operation  and  eventually 
will  begin  manufacturing  optical  fibers 
systems. 

The  West  Germans  also  took  the  joint- 
venture  route  for  the  turbine  generator 
plant  it  has  long  wanted  to  build  in  the 
U.S.  For  this,  its  biggest  invasion  move, 
Siemens'  partner  is  Allis-Chalmers,  and 
their  existing  joint  marketing  firm,  Sie- 
mens-Allis  Power  Systems,  will  put  up  a 
plant  on  a  231-acre  site  near  Sarasota, 
Fla.  (The  German  end  of  the  deal  actual- 
ly involves  two  companies,  Siemens  and 
Kraftwerk  Union,  now  a  subsidiary  but 
which  started  out  originally  as  a  joint 
venture  with  Siemens'  major  competi- 
tor, AEG-Telefunken.)  Siemens  has  also 
bought  a  20%  share  of  Allis-Chalmers 
electrical  products  operation  and  has  an 
option  (which  it  expects  to  exercise)  for 
another  30%. 

The  Sarasota  plant — which  represents 
an  initial  investment  of  $100  million — 
means  that  Siemens  isn't  just  coming. 
It's  here,  ready  to  enlarge  its  foothold  in 
the  U.S.,  which  now  accounts  for  only 
2%  of  Siemens'  $ll-billion  worldwide 
volume. 

Masters  And  Mandarins 

The  Mar.  1,  1977  Forbes,  looking 
ahead  to  Commencement  Day,  forecast 
that  U.S.  graduate  schools  would  turn 
out  32,000  Masters  of  Business  Adminis- 
tration last  year.  Those  freshly  anointed 
M.B.A.s  were  expected  to  command  av- 
erage salaries  of  $16,620,  while  those 


from  the  top  schools  could  count  on 
$22,000.  Were  these  diplomas,  Forbes 
asked,  worth  the  $400  to  $18,000  they 
would  cost? 

In  monetary  terms,  the  answer  must 
be — yes. 

The  estimate  for  this  year  is  that  busi- 
ness schools  will  turn  loose  45.000 
M.B.A.s,  and  corporate  recruiters  are 
clamoring  for  time  on  campus,  presum- 
ably because  their  bosses  in  the  board- 
room see  the  economy  continuing  to 
climb.  What  will  they  be  offering?  So  far, 
according   to   the   College  Placement 
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Another  Keene  record  year. 
Let  us  hand  you  the  facts. 


They're  facts  we're  proud  of,  because  it  was  our  greatest 
year  in  our  1  1  -year  history.  Our  1  977  earnings  hit  a 
record  $2.03  —  44%  over  our  record  1 976.  Net  income 
set  another  record:  $7.0  million.  That's  34%  over  1 976, 
and  39  times  1  967.  And  the  total  dividend  kept  climbing 

for  the  sixth  straight  year. 
Now  we're  building  and  planning  for  another 
dynamic  growth  decade.  We  just  opened  a  new  bearings 
plant.  We're  building  a  new  laminates  plant.  Solid  facts 
like  that  make  us  bullish  about  Keene's  future.  Write  us  for 
the  rest  of  the  facts;  we'll  hand  you  our  annual  report. 


KEENE 

CORPORATION 

345  Park  Avenue,  New  York.  N.Y.  10022 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:1 5  p. 
Leaving  Washington's  Dulles  Airport  at  12:45  p.m. 
Leaving  London  for  Bahrain. 
Arriving  in  half  the  time. 
Daylight  connections  to  London,  via  New  York 
or  Washington,  from  over  80  cities. 
Call  your  Travel  Agent, 
Transportation  Department  or  British  Airways. 

l&iK  (soncorde 

We'll  take  good  care  of  you. 


The  Caymans. 
Very  special  islands  for 
very  special  people. 


More  doctors,  businessmen,  profes- 
sional people  come  to  the  Caymans 
than  anyone. 

It's  their  kind  of  a  place. 

Three  sublimely  peaceful  islands  in 
the  sun,  down  on  the  quiet  edge  of  the 
Caribbean,  where  the  weather  is  near 
perfect. 

Still  a  Crown  Colony  with  all  the 
British  traditions. 

A  place  to  relax.  To  enjoy  simple 
pleasures  in  an  uncrowded,  unspoiled 
environment. 

Miles  of  golden  beaches.  Crystal 
clear  waters.  Some  of  the  best  bone  fish- 
ing in  the  world.  Lots  of  tennis  courts. 
An  incredible  underwater  wonderland 
for  those  who  scuba  dive. 

The  hotels  are  not  too  large.  Family 
beach  cottages.  Several  rather  plush 
clubs.  Some  very,  very  luxurious  villas. 
And  many  think  Cayman  cooking 
is  the  best  in  the  Caribbean. 


An  hour's  flight  from  Miami  on 
Cayman  Airways. 

Good  travel  agents  know  about  the 
Caymans.  Or  write  or  call. 

305-444-6551 


CAYMAN  W  ISLANDS 
DEPARTMENT  OF  TOURISM 

250  Catalonia  Avenue 
Coral  Cables.  FL  .5:5134 


Follow-through 


Council  in  Bethlehem,  Pa.,  the  number 
of  job  offers  for  M.B.A.s  is  running  be- 
hind last  year's,  but  indications  are  that 
the  salary  bids  will  run  6%  to  8%  higher 
than  in  1977.  Hottest  area  so  far  has  been 
the  oil  industry,  where  bids  for  new 
graduates  are  running  20%  above  1977. 
The  bidding  is  hot  even  for  students  with 
only  a  bachelor's  degree. 

The  business  schools  themselves  are 
euphoric.  Deans  and  placement  officers 
at  top-ranked  schools  like  Harvard  and 
Pennsylvania's  Wharton  expect  that 
their  M.B.A.s  will  be  in  line  for  $2,000 
or  more  over  the  handsome  starting  of- 
fers of  a  year  ago. 

Compare  the  average  starting  pay  for 
someone  with  a  1977  undergraduate 
business  degree — under  $11, (XX) — with 
the  M.B.A.s  more  than  $16,600.  Since 
then,  the  College  Placement  Council  fig- 
ures, the  tag  on  a  bachelor's  degree  has 
gone  up  3%  while  the  M.B.A.  is  worth 
6%  to  8%  more. 

Forbes  wondered  whether  U.S.  busi- 
ness might  be  creating  a  management 
elite  comparable  to  the  mandarins  that 
helped  bring  down  the  old  Chinese  em- 
pire. The  1978  numbers  indicate  that,  if 
the  mandarins  are  coming,  they  can  cer- 
tainly afford  to  dress  the  part. 

Wingless  Angels 

"When  will  the  selling  end?"  Forbes 
asked  a  year  ago  (Mar.  15,  1977),  citing  a 
list  of  40  blue-chip  growth  issues  on 
which  big  investors  were  turning  their 
backs.  Fifteen  of  what  Forbes  called 
The  Fallen  (And  Still  Falling)  Angels" 
were  selling  at  that  point  at  price/earn- 
ings ratios  at  least  as  low  as  their  stock 
market  nadirs  of  1974. 

How  have  the  angels  fared  since?  Very 
badly. 

Almost  all  of  them — from  Abbott  Lab- 
oratories to  Xerox — have  continued  to 
lose  altitude.  Dizziest  plunge  was  by 
Eastman  Kodak,  whose  P/E  ratio  fell 
from  18  to  11.  (Only  Sears,  Roebuck, 
whose  P/E  dropped  from  16  to  9, 
matched  Kodak's  dive.)  One  factor  that 
hurt  Kodak,  of  course,  was  Berkey  Pho- 
to's court  victory  in  its  monopoly  suit 
against  the  big  Rochester  camera  and 
film  manufacturer.  Kodak's  stock 
dropped  more  than  $3  the  week  the 
Berkey  jury  brought  in  its  verdict.  Bee- 
ton,  Dickinson,  one  of  only  two  stocks  to 
improve  its  ratio,  was  also  influenced  by 
an  out-of-the-ordinary  factor.  Becton's 
price  jumped  $5  when  news  broke  that 
Sun  Co.  had  bought  35%  of  its  stock. 

The  answer  to  our  question — when 
will  the  selling  end? — turned  out  to  be: 
Not  yet;  not  soon.  Our  crystal  ball  was 
more  than  a  little  fogged.  ■ 
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One  of  the  world's  leading  diesel  car  makers 

nOW  haS  a  big  fbllOWing.  a  lot  of  people  are  finally  waking  up  to 
the  advantages  of  diesel  cars.  Among  them  are  the  automakers  —  including  Detroit— who  are 
lining  up  to  re-tool  their  gas  cars  into  diesels. 

Well,  they're  lining  up  behind  Peugeot,  because  we  don't  have  to  re-tool  anything.  The 
Peugeot  504 's  diesel  engine  is  one  of  very  few  automobile  diesels  in  the  world  built  from  the 
ground  up  to  be  a  diesel.  And  it  reflects  all  the  experience  we've  gained  since  we  started 
production  of  automotive  diesel  engines  fifty  years  ago. 

Another  reason  is  the  way  Peugeot  combines  comfort  and  handling.  Both  the  504  Diesel  se- 
dan and  wagon  have  every  bit  of  the  luxurious  feel  and  sure  handling  Peugeot  is  world  famous  for. 

But  the  real  reason  people  are  turning  to  diesels  in  general  and  Peugeot  in  particular  is 
economy.  The  Peugeot  504  Diesel  has  the  best  fuel  economy  of  any  compact,  34  mpg  highway, 
28  mpg  city,  30  mpg  combined.*  And  nationally,  diesel  fuel  sells  for  about  10*  a  gallon  less  than 
unleaded  regular,  f 

To  all  this,  add  the  fact  that  you'll  never  again  have  to  pay  for  a  tune-up.  Because  the  504 
Diesel  has  no  points,  choke,  distributor,  carburetor,  condenser,  coils,  resistors  or  spark  plugs. 

So  it's  no  wonder  that  a  lot  of  people  are  getting  interested  in  diesels.  Or  that  a  lot  of  them 
are  coming  to  us. 

Because  if  we  were  good  enough  to  be  a  world  leader  when  diesels  weren't  fashionable, 
we're  certainly  good  enough  to  be  a  world  leader  when  they  are. 

For  more  information  on  buying,  leasing,  or  overseas  delivery  see  your  Peugeot  dealer. 
Or  call  800-243-6000  toll  free  (In  Connecticut  call  1-800-882-6500)  Peugeot  Motors  of  America, 
Incorporated,  Lyndhurst,  New  Jersey  07071. 


No  one  builds  cars  the  way  we  build  cars. 


*  1978  E.  P. A.  Estimates.  Transmission  M-4.  Actual  mileage  depends  on  how  and  where  you  drive,  car  maintenance,  optional 
equipment,  and  other  variables.  ^Federal  Energy  Review,  Nov.  1977.  Local  prices  may  vary. 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  February  10, 1978 


$200,000,000 


jjHjj  Beneficial 


8.35%  Debentures  Due  February  15, 1988 


Price  100% 

plus  accrued  interest  from  February  15,  1978 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation        Merrill  Lynch,  Pierce,  Fenner  &  Smith       Salomon  Brothers 

Incorporated 

Bache  Halsey  Stuart  Shields  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  Lambert  E.  F  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb  Loeb  Rhoades,  Hornblower  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith  Barney,  Harris  Upham  &  Co.   Warburg  Paribas  Becker 

Incorporated  Incorporated  Incorporated 

Wertheim&Co.,  Inc.  White, Weld  &  Co.  Dean  Witter  Reynolds  Inc.  Shearson  Hayden  Stone  Inc. 

Incorporated 


arrell  Lines.The  fast  growing  American  carrier 
that  serves  all  four  coasts  of  America. 


We've  grown  every  way  imagin- 
able. More  destinations,  more  points 
\TTf  °f  departure,  more  modern  ships. 
'    '  Take  our  LASH  ships.  They  can 

MjM  load  and  unload  whole  barges  at  a  time 
using  their  own  on  board  lifting  mech- 


anisms. And  since  these  barges  can  be  pre-loaded 
with  breakbulk  or  containerized  cargo  before  the 
LASH  ship  arrives,  valuable  dockside  time  is  saved. 


f  LASH  ship 


Just  awhile  back,  we  completed  four  new  con- 
tainerships.  Now,  one  of  them  has  already  been 
"jumbo-ized."  Another  is  entering  dry  dock  for  the 
same  expansion  of  container  and  reefer  capacity.  And 
we're  building,  brand-new,  two  more  of  these  super- 
containerships. 

Our  destination  and  departure  points  have 
taken  an  equally  dramatic  upturn.  Farrell  Lines  ships 
cover  every  major  port  in  Africa  south  of  the  Sahara. 
Plus  ports  in  Australia,  New  Zealand  and  the  South 
Pacific  Islands. 

And  we  now  serve  all  four  coasts  of  America: 
East  and  West  coast  ports,  Gulf  ports  and  the 
Great  Lakes. 


So,  as  you  can  see,  Farrell  Lines  keeps  right 
on  growing.  Isn't  that  just  what  you'd  expect  from  an 
American  Flag  Line? 

Farrell  Lines.  One  Whitehall  St.,  NY.  NY 
10004.  West  Coast:  One  Market  Plaza,  San  Francisco, 
CA  94105. 
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Rebuilding  America's  merchant  fleet. 


Readers  Say 


What  do  Pittsburgh, 
Cleveland,  Buffalo, 
Miami  and  St.  Louis 
have  in  common? 

They're  all  towns  in  non-metro  or 
rural  Oklahoma,  a  section  of  the 
Sooner  State  that  has  attracted 
many  of  the  top  companies  from 
throughout  the  nation. 
Oklahoma  has  nearly  200 
communities  like  these,  ranging  in 
population  from  2,500  to  50,000, 
that  can  accommodate  the  needs  of 
practically  all  manufacturers.  And 
near  each  of  them  is  at  least  one 
major  metropolitan  center  such  as 
Oklahoma  City,  Tulsa  and  Lawton. 
There's  something  else  these  rural 
communities  have  in  common  — 
major  manufacturing  facilities  of 
such  companies  as  Maremont,  3-M, 
Mercury  Marine,  Eaton,  Goodrich, 
Wolverine  Tube,  Gardner-Denver, 
Ralston  Purina,  Eltra,  Uniroyal  and 
Colt  Industries. 

There's  plenty  of  room  for  your 
company,  too.  Let  us  show  you,  in 
confidence,  what  we  can  have  in 
common  with  you. 


The  buckle 
on  the 
sunbelt. 

For  further  information,  write 
Scott  Eubanks,  Director, 
Oklahoma  Industrial 
Development  Department 
588  Will  Rogers  Building, 
Oklahoma  City,  OK  73105 


Business  And  South  Africa 

SlR:  Re  the  debate  between  Control 
Data's  William  Norris  and  his  colleagues 
and  the  churchmen  led  by  William 
Thompson  over  doing  business  in  South 
Africa  (Feb.  6).  What  Norris  and  many 
others  don't  see  is  that  the  basic  moral 
issue,  respect  for  individual  worth  and 
dignity  revolves  around  political  rights, 
not  jobs.  Control  Data  will  do  a  lot  more 
for  the  advancement  of  blacks  under  a 
black  government  than  they  will  ever  do 
under  the  present  government. 

— Lijle  Tat  tun 
Rivirton,  N.J. 

SlR:  It  is  ironic  that  the  businessmen 
want  economic  progress  which  will  ulti- 
mately benefit  both  blacks  and  whites  in 
South  Africa,  whereas  the  clergymen 
want  revolution,  which  will  probably 
lead  to  bloodshed,  economic  collapse 
and  dictatorship. 

— F.  Barru  Nelson 
New  York,  N  Y. 

SlR:  It's  hard  to  understand  Mr. 
Thompson's  concern  for  South  Africa, 
since  the  United  Presbyterian  Church  is 
about  as  lily  white  as  the  government  of 
South  Africa.  And  if  pullout  is  the  an- 
swer, why  then  doesn't  he  pull  out  of 
Control  Data  and  direct  his  concern  to 
the  pullout  that's  been  going  on  in  the 
United  Presbyterian  Church. 

— W.  Paul  Biddle 
New  Wilmington,  Pa. 

Sir:  I  am  a  ruling  elder  in  the  United 
Presbyterian  Church  and  we  are  tired  of 
the  Thompsons,  Smiths  et  ah,  as  sup- 
posedly reflecting  the  United  Presbyte- 
rian view.  They  do  not  represent  the 
bulk  of  United  Presbyterians.  They  are 
generals  without  armies. 

—CD.  Westbrbok 
Greenville.  Pa. 

SlR:  If  Mr.  Thompson  is  truly  con- 
cerned with  democracy,  he  should 
spearhead  a  driv  e  to  let  church  members 
in  the  U.S.  vote  on  whether  they  want 
their  contributions  used  to  support  the 
black  revolution  in  South  Africa. 

— David  Turner 
Texico,  N.M. 

SlR:  Lord,  deliver  us  from  the  self- 
righteous,  bigoted  hands  of  such  church- 
men as  William  P.  Thompson  who  are 
quite  willing  to  cause  the  death  of  many 
people  in  order  that  their  conception  of 
right  may  prevail. 

"And  why  beholdest  thou  the  mote 
that  is  in  thv  brother's  eye,  but  consider- 


est  not  the  beam  that  is  in  thine  own  eye. 
Thou  hypocrite.  ..."  Matthew  7:3,5. 

— R.D.  Mora  fine 
Houston,  Tex. 


Why  Merger  Never  Happened 

SlR:  In  "The  Prodigal  Sons"  {Feb.  6), 
you  state  nobody  seems  to  know  why  the 
merger  of  Searle  and  Abbott  never  came 
off  .  May  I  explain? 

At  the  time,  I  was  a  partner  of  Clore, 
Forgan  &  Co.,  and,  together  with  a  part- 
ner of  mine  (an  Abbott  director),  we 
studied  the  proposal  and  quickly  came  to 
the  conclusion  it  definitely  was  not  in  the 
best  interest  of  Abbott:  It  would  have 
resulted  in  a  degree  of  voting  power  in 
the  merged  company,  in  the  Searle  fam- 
ily, inimical  to  Abbott's  best  interests. 

Searle  at  the  time  was  riding  the  crest 
of  a  wave,  both  in  terms  of  earnings  and 
market  value.  Abbott,  on  the  other 
hand,  was  only  beginning  to  flex  its  mus- 
cles after  a  prolonged  rebuilding  period. 

In  the  intervening  years  Searle  has 
encountered  serious  reverses,  as  your 
excellent  article  indicates.  Abbott,  con- 
versely, is  in  about  the  same  relative 
position  that  Searle  occupied  at  the  time. 

— Charles  S.  Vrtis 
Palm  Springs,  Calif. 

Doughty  Family 

SlR:  We  en  joyed  your  comments  about 
our  Christmas  card  (Fact  and  Comment, 
Feb.  6).  Your  puns  w  ere  well  chosen.  Your 
use  of  "doughty  immediately  sent  us  to 
the  dictionary  and  we  learned  we  should 
be  most  flattered.  Out  of  a  potential  69 
directly  descended  there  were  64  in  the 
picture.  When  my  mother  reaches  100 — 
and  she  w  ill — I  am  sure  the  picture  will  be 
larger,  and  without  a  single  one  missing. 

— George  S.  Pillsbury 
Senate.  State  of  Minnesota 
Minneapolis.  Minn. 

Out  Of  Touch 

Sir:  Lt.  Col.  Eugene  J.  Pope's  letter 
( Readers  Say,  Dec.  1)  is  a  good  example 
of  how  out  of  touch  the  military  and  civil 
servants  are  with  the  world  of  money  and 
its  sources.  He  states  that  he  retired 
from  the  military  after  22  years  on  a 
pension  of  $1,380  a  month,  which  is 
barely  35%  of  his  full-time  earnings.  He 
says  he  earned  that  pension  by  paying 
2Vfe%  of  his  pay  during  his  working  years] 

In  22  years  he  probably  earned  about 
$600,000;  2'/2%  of  that  amount  is 
$15,000.  He  probably  retired  at  43  and 
can  look  to  30  years  more  of  life.  His 
total  receipts  will  amount  to  $482,400 
plus  cost-of-living  increases. 

I  would  suggest  he  talk  to  a  man  who 
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worked  for  35  years  under  Social  Securi- 
ty and  now  receives  $260  a  month. 

— Carl  L.  Schcirman 
Oklahoma  City,  Okla. 

Unless  You're  59V2  .  .  . 

SIR:  Your  excellent  article  on  IRA  [In- 
dividual Retirement  Account]  rollovers 
(Jan.  9)  may  mislead  readers  in  one  re- 
spect. The  ten-year  averaging  formula 
(as  well  as  any  capital  gains  treatment) 
for  lump  sum  distributions  is  not  avail- 
able in  the  situation  where  a  plan  is 
terminated  and  the  recipient  continues 
to  be  an  employee,  unless  the  recipient 
is  59'/2  years  of  age.  This  is  an  important 
point  since  once  the  60-day  period  has 
elapsed  the  employee  cannot  roll  over 
his  distribution,  and  will  find  he  is  liable 
for  ordinary  income  taxes  on  it. 

—Philip  R.  Carroll 
New  York,  N.Y. 


Tax  Gimmick  For  Congress 

SlR:  In  Readers  Say  (Jan.  23)  Warren 
E.  Alexander  and  Michael  S.  Workman, 
in  commenting  on  military  pensions,  say 
"They  [the  military]  are  the  only  people 
we  know  of  who  can  receive  a  nontaxable 
housing  allowance,  make  a  mortgage 
payment  with  it  and  write  off  the  interest 
with  a  double  tax  break."  They  should 
meet  their  representatives  in  the  U.S. 
Senate  and  House.  These  worthies  voted 
themselves  annual  $4,000  tax-free  hous- 
ing allowances  and  can  also  make  a  mort- 
gage payment  with  it  and  write  off  the 
interest  with  a  double  tax  break. 

— John  T.  Britton 
Fm  port,  N.Y. 

A  State-Chartered  Bank 

Sir:  We  enjoyed  your  feature  (Feb.  6) 
on  Dr.  Tore  Browaldh,  chairman  of  our 
Swedish  parent,  Svenska  Handelsban- 
ken,  but  must  note  that  your  character- 
ization of  our  bank  as  the  New  York 
"branch"  of  the  parent  is  not  correct. 
Nordic  American  Banking  Corp.  (NABC) 
is  a  New  York  State-chartered  banking 
corporation  which  is  wholly  owned  by 
Svenska  Handelsbanken. 

— Bror  V.  Ingvarson 
President, 

Nordic  American  Banking  Corp. 

Neiv  York,  N.Y. 


On  Bureaucracy 

Sir:  Re  "Can  Carter  Get  The  Civil 
Service  To  Shape  lip?"  (Feb.  6).  It  might 
be  fitting  to  paraphrase  Winston  Chur- 
chill and  say — Never  before  lias  so  much 
been  paid  to  so  many  for  doing  so  little. 

— E.K.  Waikins 
Arlington,  Va. 
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The  companies  of  your  pleasure.  l&m  l&mlights  decade  l  ark  chesterfield  eve 

VELVET  GRANGER  EDGEWORTH  REDMAN  ALPO  LIV-ASNAPS  RINSENVAC  BLUE  LUSTRE 
3-MINUTEBRAND  SUPERSTAR  BRITE  J&B  ROYAL  AGES  CATTOS  IZMIRA  GRAND  MARNIER 
BOMBAY  WILD  TURKEY  CAMPARI  METAXA  PADDY  MURPHY'S  WILD  TURKEY  LIQUEUR 
STELLA  DITALIA  OTARD  PUNTEMES  FAZI  BATTAGLIA  BERTANI  ACHAIA  CLAUSS 
CROFT  WEDDING  VEIL  MOILLARD  REM Y- PANNIER  N1COLAOU  CHATEAUX:  BOUSCAUT. 
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The  Diamond  Jubilee  Edition  Mark  V  is  the 
most  expensive  American  production  car  of  its  class. 
Because  we're  75  only  once 


In  1837,  three  years  before  Samuel  Morse 
patented  his  telegraph.  Sir  William  Cooke  and 
Professor  Charles  Wheatstone  patented  theirs. 
The  first  electric-current  telegraph,  it  used  a 
series  of  little  fingers  that  pointed  to  letters  and 
spelled  out  messages.  Though  hailed  by  many, 
it  had  at  least  one  detractor.  He  was  aboard  a 
London-bound  train  in  1845,  when  news  of  his 
presence  was  telegraphed  ahead.  He  was  met 
by  London  police  and  promptly  arrested. 


Sir  Wm.  Cooke  and 
Professor  Wheatstone 
we  still  read  you. 


Look  where  the 

science  of  communications  is  now. 

Man's  early  desire  to  communicate  beyond  the 
range  of  his  eyes  and  voice  gave  rise  to  today's 
science  of  communications.  Through  that  science, 
signals  for  visual  and  verbal  messages  have  already 
connected  many  parts  of  the  world.  The  signals 
travel  at  speeds  up  to  186,000  miles  per  second, 
spanning  neighborhoods,  continents  and  oceans  — 


as  well  as  the  oceans  of  space  between  planets. 

The  quest  still  goes  on  for  communication  ir 
provements  and  for  methods  that  don't  yet  exist. 

In  the  thick  of  it  all  you'll  find  Rockwell  scienc 
working  with  everything  from  microprocessors 
space  satellites. 

Additional  information  appears  in  our  annu 
report.  Write  Rockwell  International,  Departme 
815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


1976  was  the  safest  year  in 
U.S.  airline  history ...  signifi- 
cant, when  you  consider  that 
2,300  airliners  flew  220  mil- 
lion passenger  miles  while 
setting  that  record.  And 
95%  of  U.S. -built  jetliners 
relied  on  Rockwell-Collins 
components  to  do  it:  com- 
munications, navigation  and 
flight-control  equipment  — 
the  same  equipment  used 
worldwide. 


Rockwell  is  building  NAV- 
STAR  satellites  for  the  U.S. 
Department  of  Defense  that 
wiN  soon  provide  a  revolu- 
tionary new  means  of  land, 
sea,  air  and  space  naviga- 
tion. In  the  1980's,  travellers 
using  special  receivers  will 
be  able  to  calculate  their 
global  positions  to  within  30 
ft.,  their  exact  speeds  and 
the  correct  time. 


Until  recently,  the  type  for 
your  morning  newspaper  was 
laboriously  set  at  15  column 
lines  per  minute.  But  now 
there's  Rockwell-Coss  elec- 
tronic equipment  that  works 
at  a  speed  of  1,000  lines  per 
minute.  That's  66  times  faster. 


Many  companies  with  h 
volume  communicati 
have  turned  to  our  Co 
Microwave  Systems  Divis 
the  largest  independent 
supplier  of  microwave  com 
nications  systems.  A  sii 
beam  of  microwaves  can  ( 
up  to  2,400  conversations 


Rockwell  Internatioi 

.  where  science  gets  down  to  busn 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


FROM  THESE  ASF 

Medals  should  he  struck  for  those  congressmen  who  voted 
"nay"  by  a  majority  of  227  to  189  against  the  creation  of  a  new 
bureaucracy — artfully  designated  the  "Office  of  Consumer 
Representation.  Virtually  every  individual  or  coterie  with  a 
complaint  about  a  product,  food,  or  service  could  have  used 
this  new  ourfit  to  lobby  for  more  regulation,  enforcement, 
harassment  before  countless  existing  federal  agencies. 

President  Carter's  consumer  affairs  adviser,  Esther  Peter- 
son, said  after  the  bill's  defeat:  "I  am  frightened  for  my  country 
after  seeing  this  demonstration  of  corporate  power.  " 

That,  if  the  lady  will  forgive  me,  is  unadulterated  *&#©!%. 

Congressman  Max  Baucus  (D-Mont.),  who  voted  for  the 
bill,  had  it  right — "The  symbol  became  whether  you  were  for 
or  against  big  government."  Another  "aye"  voter,  Congress- 
man Philip  Sharp  (D-Ind.)  said:  "The  newer  members  just 
have  a  general  skepticism  about  the  capacity  of  government  to 
pull  levers  and  change  things,  a  doubt  that  when  we  vote  for 
bill  X  we  get  result  Y." 

Congressman  Leo  Ryan  (D-Calif.)  said,  "Part  of  the  reason  I 
voted  against  it  was  the  feeling  that  enough  is  enough. 

HOW  ABOUT  BANNING  THE 

Aren't  you  getting  sick  and  tired  of  these  saviors  who  want  to 
ban  this  and  that  and  everything  else?  As  the  vote  against 
establishing  an  "Office  of  Consumer  Representation  seems  to 
indicate,  maybe  a  widening  majority  of  Americans  are  too. 

If  you're  against  sugar,  for  crying  out  loud,  don't  eat  the 
stuff.  Persuade  your  friends.  Preach.  Be  an  even  bigger  bore  if 
SOU  want  to.  But  stop  trying  to  shove  your  antisugar  views 
down  everyone's  throat. 

You  wouldn't  believe  the  vehemence  of  some  letters  I've 
received  for  defending  cereal  in  an  editorial.  Most  of  them 
make  as  much  sense  as  the  diabetic  who  wrote  saying  sugar  in 
the  sugared  cereals  endangered  his  health.  Who's  force-feed- 
rag  him  Sugar  Pops?  Maybe  he  should  call  a  cop — or  see  a 
psychiatrist.  It's  hardly  a  matter  for  the  Food  &  Drug  Adminis- 
tration or  the  Federal  Trade  Commission. 

For  sure,  sugar  contributes  to  tooth  decay.  Fating  four  and 
one-half  pounds  of  raw  cauliflower  can  kill  you,  too.  Want  to 
ban  cauliflower? 

FORBES,  MARCH  6,  1978 


ES,  HOPE  ARISES 

Representative  John  Anderson  (R-Ill.),  who'd  supported  the 
idea  previously,  this  time  voted  negative.  "The  grass  roots 
doesn't  want  it.  They  regard  the  government  as  a  faceless 
bureaucratic  intrusion  on  their  lives.  We  do  need  to  reform 
federal  agencies,  but  the  people  are  not  ready  to  create  another 
government  agency." 

Congressman  Robert  Ciaimo  (D-Conn.),  who  also  switched 
from  support  of  the  bill  to  a  "no"  vote,  said:  "We're  just  driving 
the  small  businessman  crazy  with  regulation.  I've  had  it  with 
new  agencies." 

Gee,  I  can  remember  all  the  way  back  15  months  ago  when 
the  President,  who  pushed  for  this  new  bureau,  campaigned 
up  and  down  the  land  against  ever-bigger  government  interfer- 
ence in  the  lives  of  its  citizens. 

He  may  have  forgotten  the  responsive  chord  that  oratory 
struck,  but  congressmen  who  have  to  run  for  reelection  in  1978 
rather  than  1980  are  getting  the  message  from  their 
constituents. 

Hallelujah!  Hallelujah!  The  people's  voice  may  have  risen 
loud  enough  to  be  heard  all  the  way  up  the  Capitol  steps. 

BLANKETY-BLANK  BANners? 

And  what's  all  this  talk  about  "junk  foods"?  Why  is  a 
hamburger  junk — either  nutritionally  or  flavorfully?  The  let- 
tuce on  it?  The  mayonnaise?  The  onion,  if  you  like  it?  Just 
because  you  can  get  it  in  a  hurry  at  an  affordable  price?  If  it's  a 
fast-food  service  place,  does  that  make  what  they  serve  junk? 

Junkies  are  not  those  who  enjoy  this  mostly  good  food 
readily  available.  The  junkies  are  those  w  ho  call  it  junk. 

And  take  the  presumptuous  arrogance  of  those  on  the  Civil 
Aeronautics  Board  who  arc  reported  to  be  about  to  ban  cigar 
smoking  on  airplanes — as  a  starter.  Cigar  smoking — unless, 
like  everything  else,  done  in  excess — isn't  a  cancer  cause 
because  cigar  smoke  isn't  inhaled.  The  ventilation  system  of 
modern  airliners  takes  care  of  the  problem  unless  you  are  in 
the  next  seat;  and  then  you  should  not  be  in  the  smoking 
section  if  it  bothers  you. 

Maybe  those  of  us  who  smoke  the  occasional  cigar,  and  the 
infinitely  more  who  still  smoke  cigarettes,  should  create  a 
pressure  group  to  ban,  say,  perfumes.  After  all,  some  people 
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are  allergic  to  some  perfumes  and  others  prefer  one  fragrance  time  the  commonsense  multitudes,  who  outnumber  those  nuts 

to  anoth  sr.  Why  should  we  have  to  sit  next  to  someone  whose  by  a  thousand-to-one,  got  the  situation  back  in  hand  by  giving 

after-shave  or  whose  perfume  or  deodorant  we  don't  like?  the  BANners  the  back  of  our  hands — hard  enough  to  be  felt. 

This  whole  banning  business  is  getting  out  of  hand,  and  it's  and  heard. 

MAYBE  THE  WAY  TO  GET  THE  POST  OFFICE  ON  THE  BALL 


is  to  repeal  its  monopoly  on  First  Class  mail. 

At  present  rates,  private  enterprise  delivery  systems  might 
be  able  to  compete  profitably  and  most  certainly  should  be 
encouraged  to. 

II  alternative  delivery  systems  are  permitted  to  compete, 
you  can  bet  your  boots  the  Postal  Service  will  pull  up  their  sox, 


sock  the  taxpayer  with  less  frequent  cost  hikes  and  deliver  a  bit 
more.  According  to  a  recent,  thorough  study  by  the  American 
Enterprise  Institute,  the  Postal  Service  pays  $17  billion  in 
salary  to  700, (XX)  workers,  paying  them  about  one-third  more 
than  their  counterparts  in  private  employment. 

That  s  what  comes  of  having  a  monopoly — unionized. 


NOT  SO 

Frank  Borman  would  doubtless  have  been  a  top 
corporate  executive  sooner  if  he  hadn  t  taken  time 
out  for  Mooning.  It  wasn  t  just  a  Name  he  brought 
to  Eastern  Air  Lines,  it  was  a  brain  and  CEOability. 

Some  of  us  were  discussing  with  him  the  chal- 
lenges he  took  on  at  Eastern,  and  he  made  this 
observation:  "It  really  astonishes  me  how  many 
chief  executives  don't  have  the  gumption  to  fire 
corporate  deadwood.  In  large  companies  employing 


SPACEY  SPACEMAN 


large  numbers,  you  find  expensive,  titled  execu- 
tives tucked  away  in  nooks  and  crannies  and  cup- 
boards. They  are  a  drain  in  more  ways  than  just 
their  own  salary.  Failing  to  fire  management  dead- 
wood  burdens  the  rest  of  the  working  workers  as 
well  as  the  stockholders. 

"It  really  surprised  me  to  find  out  how  many 
company  heads  duck  their  responsibility  in  this 
important  area." 


READING  SUGGESTIONS — WITH  SAMPLINGS 

Flesh  and  Blood— by  Pete  Hamill 
A  two-fisted  Irish  writer  writes  a  "Bocky ';  this  time  the  hero     "Some  of  these  guys,  they  give  you  the  hone-crusher.  To  make 
is  an  Oedipal  Irishman.  Pete  Hamill  breaks  another  taboo  in     you  respect  them,  or  show  they're  tough,  too,  or  something. 
this  book — it  has  a  happy  ending.  (Bandom  House,  $8.95)  They  could  ruin  your  hands.  Your  hands  are — " 

Excerpt:  "Watch  when  you're  shaking  hands,    Gus  said.         " — your  tools.  I  know,  Gus.  I  even  learned  that  in  the  can. 

Antiques  and  Art — by  Howard  L.  Katsander 
Says  our  Curator  Christopher  Forbes:  "Those  who  like,  or     the  cost  of  new  stuff  will  find  this  book  a  source  of  encourage- 
want  to  like,  to  have  quality  antiques  and  art  at  often  less  than     ment  and  sources."  (Doubleday  &  Co.,  $12) 

Lonely  Vigil — by  Walter  Lord 

Beading  this  story  about  the  lonely  WWII  Coastwatchers  in     Robinson  grabbed  their  guns  and  plunged  into  the  bush.  The 


the  Solomons  while  at  Forbes  Fiji  Island,  Laucala,  it  was  easy 
to  empathize  with  what  these  radio-reporting  spotters  had  to 
endure  to  survive  as  the  U.S.  eyes  operating  in  Japanese- 
occupied  territory.  Their  Lonely  Vigil  contributed  inestimably 
to  victory  in  the  Pacific.  (Viking  Press.  $12.50) 
Excerpt:  Suddenly,  the  crackle  of  bamboo.  .  .  .  Read  and 


scouts  were  scrambling  for  cover  too.  Only  Constable  Iamulu 
hung  back  briefly.  He  remembered  Read's  repeated  warning  to 
the  natives  that  any  traitor  who  led  the  enemy  to  his  camp 
would  be  the  Coastwatchers'  prime  target.  Sow  lamulu  paused 
long  enough  to  shoot  the  first  native  he  saw  with  the  Japanese. 
It  was  the  old  chief  who  had  visited  them  that  afternoon. 


Ragtime — by  E.L.  Doctorow 

This  book  topped  the  best-seller  list,  and  1  11  be  darned  if  I  the  depth  and  likeliness  of  a  '"serious"  comic  book.  Ragtime  s 
can  see  why.  Its  factual,  sprightly  recitation  of  the  American  biggest  virtue  is  the  short  time  it  takes  to  read,  if  you  are  one  of 
scene  at  the  turn  of  the  century  is  charming  enough,  but  the  those  who  has  to  read  what  everybody  else  has.  (Bandom 
absurd  "plot"  linking  together  the  period's  famed  names  has     House,  $8.95;  paperback  Bantam  Books.  $2.25) 

The  Sicilian  Carousel — by  Lawrence  Durrell 

Only  the  Durrell-addicted  would  find  these  rambling  mus-        Excerpt:  Some  of  the  tour's  group  were  wolfing  their  food 


ings  of  much  interest.  As  for  those  who  might  have  a  Sicilian 
visit  in  mind  or  on  their  ticket,  there  are  more  useful  things  to 
put  in  the  bag.  (Viking  Press,  $10.95) 

Midnight  Express 

Any  traveler  tempted  to  take  his  hash  stash  across  borders 
ought  to  read  this  first.  Turkish  jails  and  justice  are  the  pits, 
but  apparently  no  worse  than  those  of  Mexico,  most  of  Eu- 
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and  calling  for  refills  of  coffee  with  the  air  of  people  who  knew 
that  it  was  all  paid  for  in  advance.  They  were  determined  to 
leave  no  crumb  unturned. 
—by  Billy  Hayes 

rope — and  most  of  our  own.  I'd  say  the  moral  of  this  is.  if  you 
want  to  smoke  pot,  don't  take  it  with  you;  go  where  it  is.  (E.P. 
Dutton,  $7.95) 
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Where  to  Eat  in  America — edited  by  William  Rice  and  Burton  Wolf 
Where  to  eat  when  travels — and  travails — take  a  business-     been  few  reliable  answers.  Here,  for  30  of  the  "most  traveled 
man  to  Cincinnati  or  Indianapolis,  to  Pittsburgh  or  Milwaukee,     to"  American  cities,  are  some  valuable  guideposts.  (Random 
Phoenix  or  Salt  Lake  City,  is  a  question  for  which  there  have     House,  $5.95  paperback) 

The  Victorian  Army  in  Photographs — by  David  Clammer 
It's  absolutely  astonishing  to  realize — to  see — how  the  Brit-     wire  employed  precisely  as  they  had  been  at  Waterloo.  .  .  . 


ish  Empire  was  put  together  and  barely  held  together  by  beau 
geste  battalions  and  regiments  who  often  succeeded  by  the  skin 
of  their  teeth.  The  old  Khyber  Pass  movie  melodramas  were  no 
exaggeration.  (Hippocrene  Books,  $12.50 


Besides  superior  fire-power,  the  keys  to  success  against 
savage  opponents  were  personal  courage,  discipline  and  es- 
prit de  corps.  Fighting  was  very  much  a  regimental  business. 
"  firmii  m^r^'  hardly  existed  at  all,  but  rather  a 


form  qj  native  wars,  which  fact  imparted  to  the  army  it 
character  and  quality.  .  .  . 


collection  of  individual  regiments  thrown  together  by  the 


As  late  as  1898,  in  the  Sudan,  the  cavalry  charge  and  the  exigencies  of  war,  and  which,  until  the  abolition  of  purchase, 
infantry  square  (see  picture),  the  bayonet  and  volley  firing,     belonged  as  much  to  their  colonels  as  to  the  nation. 


COMING  ON  STRONG 

helps  when  you're  not. 


ONE'S  FACE  OFT  TIMES  SAYS 

more  than  one's  tongue. 


ON  DIRECTORS,  HAROLD  WILLIAMS  NEEDS  DIRECTION 


A  few  weeks  ago  SEC  Chairman 
Harold  M.  Williams  gave  a  speech 
called  "Corporate  Accountability," 
and  if  you  haven't  read  it,  you  should. 
That  a  man  who  spent  a  considerable 
part  of  his  life  in  business  as  a  top 
manager  and  a  director  could  deliver 
such  an  address  is  astonishing.  That 
he  is  in  a  position  to  perhaps  give  life 
to  some  of  his  notions  is  disturbing. 

Williams  has  proposed  that,  other 
than  one  member  from  management, 
corporate  boards  be  filled  exclusively 
with  "independent"  directors.  He 
would  specifically  exclude  outside 
counsel,  investment  bankers,  com- 
mercial bankers  and  "others  who 
might  realistically  be  thought  of  as 
suppliers  hired  by  management." 
The  reason  for  this  drastic  proposal, 
he  says,  is  "to  keep  corporate  power 
accountable." 

During  his  years  in  the  business 
world,  Williams  should  have  grasped 
the  idea  that  the  foremost  "social 
responsibility  of  a  company  is  to  earn 
money.  Without  profits,  there  can  be 
no  real  growth  in  incomes  and  in  jobs. 
He  should  have  perceived  that  the 
ultimate  "vehicle"  for  corporate  ac- 
countability is  the  bottom  line.  It  is  a 
far  more  effective  tool  by  which  to 
judge  managements  than  any  board 
could  be,  no  matter  what  its  makeup. 


By  M.S.  FORBES  Jr. 

The  SEC  chairman's  plan  has  a 
number  of  other  flaws.  Does  he  really 
think  a  board  with  little  or  no  first- 
hand knowledge  about  a  business  will 
be  a  benefit  to  that  business?  Does 
ignorance  lead  to  sound  judgments? 

If  a  board  is  "independent  in  Wil- 
liams' sense  of  the  word,  then  its 
members  will  inevitably  be  second- 
guessing  management.  How  else 
does  one  prove  one's  independence? 
Under  those  circumstances,  the 
imagination  and  foresightedness 
needed  from  top  management  would 
be  stifled.  Decision-making  by  com- 
mittee leads  to  mediocrity. 

As  for  the  "enormous  corporate 
power  that  worries  the  SEC  boss, 
the  legislative  history  of  recent  years 
should  have  put  that  myth  to  rest. 
Never  before  have  companies  been 
accountable  for  so  many  rules,  often 
contradictory,  from  so  many  regula- 
tory agencies.  Big  business  power  is 
not  remotely  as  big  as  its  businesses. 
In  fact,  because  of  their  size  they 
make  ideal — and  constant — scape- 
goats, whipping  posts  and  villains  for 
politicians,  pressure  groupies,  etc. 

Williams  appears  to  have  forgotten 
that,  inevitably,  boards  must  be  made 
up  of  people,  and  people  will  make 
mistakes.  What  happens  if  a  board 
overrules  the  CEO  and  events  prove 


the  CEO  right?  Who  makes  the  board 
accountable?  Or  what  if  management 
and  the  board  agree  on  policy  and  the 
policy  was  a  mistake?  Who  blows  the 
whistle  then? 

A  board  can  offer  advice  and  ask 
questions,  but,  fundamentally,  the 
running  of  the  company  must  be  left 
to  management. 

A  board's  job  is  to  pick  top  manage- 
ment and  to  fire  em  if  they  don't 
perform. 

ON  THE  SUBJECT 
OF  MANAGEMENT  .  .  . 

Baseball  today  is  the  world's  worst 
investment  (see  Forbes,  Apr.  1, 
1977),  and  no  small  reason  for  that  is 
baseball's  Czar-Commissioner  Bowie 
Kuhn.  Too  many  times  during  his 
reign  he  has  acted  like  an  irrational, 
petty  tyrant.  His  abrogation  of  the 
Vida  Blue  sale  is  only  the  latest  of  his 
capricious,  arbitrary  acts. 

If  Kuhn  does  not  like  a  team's  own- 
er, he  spitefully  bends  the  rules  to  do 
him  in.  If  you  are  one  of  his  favorites, 
no  transgression,  no  matter  how  seri- 
ous, will  get  you  more  than  a  slap  on 
the  wrist. 

If  baseball's  owners  want  what  they 
own  to  be  worth  owning,  then  their 
replacing  Kuhn  is  a  first  and  neces- 
sary step. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


"Ban  Babies"  Next? 

Smokers  are  being  driven  into  a  wag- 
ons-in -a  circle  position  by  an  apparently 
small  but  vocal  coterie  of  the  nonsmok- 
ing public.  .  .  .  We  can  only  wonder 
what  the  CAB  might  do  about  the  results 
of  a  recent  survey  of  some  10,000  (40- 
plus  flights  a  year)  airline  passengers.  Anitted  to  compete. 


man  class  at  Harvard,  there  were  only  27 
smokers  out  of  1,624  students.  .  .  . 

Dr.  Louis'Pyle,  Princeton's  director  of 
health  services  (and  a  nonsmoker),  cites 
several  reasons  lor  the  drop  in  student 
smoking.  "Students  in  a  place  like  this 


reports,"  Mr.  Moyers  said,  "but  it  would 
surprise  me  if  he  meant  what  she  heard.  " 
President  Johnson  "was  given  to  stretch- 
ing the  truth  to  as  thin  a  soup  as  was 
necessary  to  feed  a  lot  ot  people,"  Mr. 
Movers  said.  "He  never  proposed  inar- 


The  study  indicated  that  the  number  one 
irritant  perceived  by  these  airborne  trav 
elers  is  not  smoking  but  crying  infants 
We  will  leave  the  many  possible  solu 
tions  to  this  problem  to  your  own 
imagination. 

— Signature  magazine 

Washington's  Lord  of 

Our  Land 

The  federal  government  owns  one- 
third  of  America's  land.  ...  If  the  gov- 
ernment controls  all  the  land,  it  can  also 
effectively  control  the  people  who  live 
on  the  land.  All  oi  us  know  that  problems 
will  develop  continually  because  of  pri- 
vate property  ownership.  This  is  not  a 
perfect  world,  and  the  people  who  in- 
habit this  planet  are  not  perfect.  But  the 
problems  caused  by  private  ownership  of 
property  cannot  be  compared  with  the 
magnitude  of  the  problems  we  will  en- 
counter if  the  federal  government  gets 
control  of  our  private  land. 

— Congressman  Steven  D.  Symms, 
Nation's  Business 


Alaskans'1  Happy  Season 

"When  the  road  closes  in  the  fall,  we 
are  not  snowed  in.  Other  people  are 


/ill  pull  up  their  sox, 


than  their  counterparts  in  private  employment. 

That  s  what  comes  of  having  a  monopoly — unionized. 


T  SO  SPACEY  SPACEMAN 

een  a  top  rrtf?T^  large  numbers,  you  find  expensive,  titled  execu- 

tives tucked  away  in  nooks  and  crannies  and  cup- 


iken  time 


V*  brought 


boards.  They  are  a  drain  in  more  ways  than  just 


?d  out. 


— John  McPhee, 
Coming  Into  The  Country 


Decline  of  the  West? 

Who  can  help  but  be  troubled  by  the 
lack  of  moral  fiber  in  Western  Europe? 
To  quote  a  White  House  official:  "There 
is  something  basically  wrong  when 
Western  Europeans  are  content  to  rely 
on  foreign  troops  for  their  defense  and 
on  foreign  workers  to  do  their  menial 
jobs." 

— Marvin  Stone, 
U.S.  News  <b  World  Report 

Up  In  Smoke 

College  students,  according  to  a 
Princeton  University  survey,  apparently 
are  smoking  less.  At  Princeton,  only 
about  7%  of  the  4,500  undergraduates 
this  year  are  smokers,  compared  with 
45%  eight  years  ago.  In  this  year  s  fresh- 


are  used  to  evaluating  information  and 
acting  on  it,"  he  says.  "They're  aware  of 
the  long-term  dangers  of  smoking,  and 
even  if  they  started  smoking  in  high 
school,  they've  usually  quit  by  the  time 
they  get  here."  Also,  they  don't  need 
smoking  as  a  social  crutch  or  something 
to  give  them  status,   he  adds. 

— Wall  Street  Journal 

BUI  to  Doris: 

LBJ  Didnt  Mean  It 

"Hyperbole  was  to  Lyndon  Johnson 
what  oxygen  is  to  life.  Bill  Moyers,  the 
late  President's  former  press  secretary, 
commented  in  Ft.  Worth.  He  had  been 
asked  about  a  recent  statement  by  Doris 
Kearns,  the  Harvard  history  teacher  and 
former  Johnson  confidante  who  [has 
written]  a  book  about  him,  that  the 
President  once  said  he  loved  her  and 
even  proposed  marriage.  "It  wouldn't 
surprise  me  at  all  if  he  said  what  she 


Miss!  Oh,  Miss!  For  God's  sake,  stop! 

Drawing  by  Whitney  Darrow  Jr.; 
©  1957  The  New  Yorker  Magazine.  Inc. 


riage  to  me  but  he  sometimes  made  me 
feel  I  might  be  an  illegitimate  son." 

— New  York  Times 


End  to  Takeovers — If .  .  . 

If  there  were  a  public  consensus 
against  unwanted  takeovers,  they  would 
probably  disappear.  This  consensus 
would  develop  if  there  were  public 
awareness  of  all  their  adverse  effects. 

— William  C.  Norris, 
CEO,  Control  Data  Corp. 

Not  Retiring 

John  E.  Sattler,  58-year-old  chairman 
of  Ford's  75th  anniversary  task  force: 
"The  next  meaningful  anniversary  is  the 
100th.  By  then,  I'll  be  a  consultant." 
— Leonard  Sloane,  advertising  columnist 

Even  Without  Duties, 

No  Car  Sales 

The  Japanese  have  made  many  prom- 
ises in  the  past  to  let  in  more  foreign 
goods,  but  have  not  taken  enough  action 
to  please  the  U.S.  and  Europe.  And 
[Prime  Minister]  Fukuda,  despite  his 
decisiveness  in  shaking  up  his  Cabinet, 
is  regarded  as  an  extremely  cautious 
politician.  Says  one  disgruntled  former 
Cabinet  member:  "Fukuda  might  have 
done  away  with  our  import  duties  on  cars 
as  a  kind  of  symbolic  gesture.  Even  if  we 
removed  the  duties,  no  one  would  buy 
those  big  American  cars.  Our  roads  are 
too  small.  But  Fukuda  hasn  t  even  got 
the  guts  to  take  such  an  obvious  step." 

— Time 


We'd  Agree 

Prince  Charles  is  a  very  charming, 
witty,  intelligent,  handsome  fellow. 
Something  like  me.  — Can  Grant.  W 
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1  was  wondering  if  I  could  possibly  borrow  a  cup 
of  Johnnie  Walker  Black  Label/ 


YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8.  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y.,  N  Y. 


mm 


eelegan 


Just  off  the  coast  of  California 
there's  a  paradise  where  palm 
trees  reflect  against  illuminated 
sculptures,  and  waterfalls  rush  past 
lush  jungle  foliage.  But  no  tourists 
wander  here.  This  lovely  spot  is 
an  oil  field. 

The  idea  for  this  unusual 
project  was  born  in  1965  when  the 
City  of  Long  Beach,  California, 
awarded  to  five  major  oil  compa- 
nies the  rights  to  participate  in  the 
nation's  largest  undeveloped  oil 
field  known  at  that  time.  THUMSf 
the  corporation  formed  by  these 
companies,  created  four  man- 
made  islands  that  would  enhance, 


rather  than  detract  from,  the  na1 
beauty  of  the  shoreline.  Yet  this  c 
'"field"  would  contain  more  thar 
700  wells,  and  could  pump  as  r 
as  150,000  barrels  of  oil  a  day 
These  seemingly  contradictory 
goals  were  accomplished  with 
help  of  Centriliffsubmersible  pui 

Designed  by  Centrilift,  Inc 
subsidiary  of  Borg-Warner 
Corporation,  these  submersible 
pumps  were  the  natural  answer 
since  all  the  works  are  undergrc 
set  deep  in  soundproof  oil  wells 
Control  panels,  the  only  Centrilif 
equipment  above  ground,  are 
concealed  by  attractive  facad 

And  submersibles  are  the 
most  efficient  means  of  artificia 


til  field. 


vn  for  this  application  and 
fs  like  it.They  lift  greater  volumes 
I,  water  and  brine  from  greater 
ths  than  other  pumps  and  get 
places  other  pumps  can't.  The 
t:  they  provide  the  highest 
me  pumping  at  the  lowest  cost. 

Today,  some  ten  years  later, 
"HUMS  Islands  are  still  attractive. 
f  have  consistently  exceeded 


pollution  control  and  ecology 
standards  set  by  city  planners 
and  environmentalists. 

And  at  the  bottom  of 
all  this  beauty,  the  Centrilift 
pumps  will  continue,  for  years  to 
come,  to  recover  millions 
of  barrels  of  much-needed  oil. 
For  more  information  on  this  and 
other  Borg- Warner  innovations, 
please  write  to:  Centrilift,  Inc., 
Borg-Warner  Corporation, 
RO.  Box  486,  Main  Stationjulsa, 
Oklahoma  74101. 


BORGJTWARNER 


The  new 
7DD  Series 
from  /ILL- STEEL 

■ 

Attractive,  comfortable, 
quality  construction  and 

easy  on  the  budget. 
Handsomely  accented  in 
oval  tubular  chrome, 

the  700  Series  is  a 
complete  line  of  seating, 
with  models  available  for 

virtually  any  office 
requirement. 


For  information,  write: 
All-Steel  Inc.,  Box  871, 
Aurora,  Illinois,  60507. 


flLLSTEEL 


All-Steel  Showrooms  in  New  York.  Lps  Angeles.  Chicago.  Aurora  In  Canada.  All-Steel  Canada.  Ltd  One  of  theSHCompa 
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Does  Father  Know  Best? 

Has  management  the  right  to  reject  a  takeover  bid  without  consulting 
stockholders  or  anyone  else?  It  often  happens — but  is  it  legal? 
The  courts  may  soon  decide. 


By  PAUL  BLUSTEIN 

In  turning  down  an  offer  of  $40  a  share  for  their  company 
did  the  management  of  Fremont,  Mieh.'s  Gerber  Products 
commit  a  breach  of  fiduciary  responsibility?  Or  was  it  simply 
exercising  sound  business  judgment?  That  s  one  question 
being  raised  in  a  lawsuit  against  Gerber  management 
launched  by  a  group  of  angry  stockholders  and  handled  by  the 
formidable  Abraham  L.  Pomerantz,  an  attorney  with  an 
impressive  record  representing  stockholder  inter 
ests.  If  Pomerantz  wins  his  case,  Gerber's 
management  and  board  will  be  in  deep 
financial  trouble.  On  the  other  hand,  a 
good  many  shareholders  will  feel  that 
their  rights  have  been  strength- 
ened    vis-a-vis  management's. 

The  stockholders  are  angry  be- 
cause  Gerber   stock  recently 
sold  around  26,  a  full  14  points 
below  the  cash  offer  made  in 
April  1977  by  Houston's  An- 
derson, Clayton  &  Co.  In- 
volved is  an  alleged  collective 
loss  of  more  than  $100  million 
for   over    12,000    holders  of 
Gerber's   8.1    million  shares. 

Gerber  management  threw 
up  every  roadblock  it  could  think 
of  to  maintain  the  company's  in 
dependence.  Gerber  management 
was  nothing  if  not  imaginative:  It 
charged  that  there  could  be  antitrust 
problems  in  a  takeover,  because  Ander 
son,  Clayton  made  salad  dressing  and  Gerber 
had  been  thinking  about  getting  into  salad  dress 
ing.  And  there  was  more  of  such  nonsense.  In  the  end  Gerber 
management  persuaded  federal  judge  Noel  Fox  of  Gerber's 
native  state  of  Michigan  to  issue  a  ruling  that  could  have  tied 
up  the  merger  proposition  in  court  indefinitely.  At  that,  An- 
derson, Clayton  threw  in  the  sponge — and  the  stockholders 
pressed  their  case. 

The  suing  Gerber  stockholders  are,  among  other  things, 
accusing  management  of  withholding  vital  information  from 
stoc  kholders.  As  early  as  the  end  of  April  1977,  just  after  the 
Anderson,  Clayton  offer,  the  Anglo- Dutch  firm  Unilever  made 
secret  overtures  to  Gerber.  This  was  followed  by  inquiries 
from  a  number  of  other  companies.  It  is  safe  to  assume  that 
some  of  the  interested  parties  were  willing  to  top  even  Ander- 
son, Clayton's  bid.  Gerber  told  none  of  this  to  stockholders. 


Only  the  day  before  Anderson,  Clayton  abandoned  its  offer 
after  a  long  fight,  and  only  after  press  leaks,  did  Gerber 
management  publicly  reveal  the  existence  of  other  overtures. 
It  issued  a  frank  press  release  saying  it  had  referred  all  interest- 
ed suitors  to  its  investment  bankers,  Goldman,  Sachs — and 
that  it  had  instructed  Goldman,  Sachs  not  to  negotiate. 

The  company  refuses  comment,  but  Raymond  Weigel,  a 
Gerber  director,  defends  the  apparent  brushoff  of  Unilever 
and  others  by  saying:  "When  you  are  dealing  with  a  problem 
[the  "illegal"  Anderson,  Clayton  bid],  you  deal  with 
that  problem  before  you  consider  other  situa- 
tions"— as  if  Gerber's  managers  are  only 
capable  of  holding  one  thought  in  their 
heads  at  one  time. 

A  rumor  recently  spread  through 
Wall  Street  that  Gerber  was  talk- 
ing merger  with  another  major 
company,  R.J.  Reynolds  Indus- 
tries. Gerber  denied  the  ru- 
mor; Reynolds  refused  com- 
ment.   But   some  observers 
conjecture  that  Gerber  man- 
agement may  yet  make  a  deal 
to  short-circuit  the  Pomerantz 
suit.  Others  doubt  it.  "They 
made  it  pretty  clear  that  they 
want  to  remain  independent, 
says  one  analyst  who  follows  the 
company. 

Meanwhile,  knowledgeable  law- 
yers think  that  Pomerantz  and  the 
Gerber  shareholders  have  an  intriguing 
case.  The  theory  behind  the  shareholders 
claim  is  that  management  has  no  right  to 
bottle  up  an  acquisition  proposal,  because  manage- 
ment is  involved  in  a  conflict  of  interest.  A  proposal  should  be 
evaluated  by  independent  counsel  or  by  the  shareholders 
themselves. 

A  number  of  other  similar  stockholder  suits  are  pending, 
including  claims  against  Leeds  &  Northrup  and  Medusa  Corp. 
If  Pomerantz  theory  is  upheld  that  target  company  manage- 
ments are  involved  in  a  conflict  of  interest,  the  tender  offer 
game  could  be  changed  dramatically. 

For  years  managements  have  warded  off  stockholder  suits  by 
using  the  "business  judgment"  defense,  the  argument  that  a 
court  can't  second-guess  a  company's  honest  decision.  But  a 
court  may  well  find  that  the  business  judgment  rule  doesn't 
apply  in  takeover  cases  because  well-paid  and  well-perked 
managements  of  target  companies  Can't  be  presumed  to  be 
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impartial  when  considering  whether  a  tender  offer  is  in  the 
shareholders'  interest.  If  so,  the  burden  of  proof  shifts  from  the 
plaintiff  stockholders— who  under  the  business  judgment  rule 
must  prove  wrongdoing — to  the  defendant  management  and 
direc  tors.  Such  a  ruling  could  mean  that  managers  and  direc  - 
tors would  be  compelled  to  explain  to  stockholders  what  kind 
of  information  they  relied  on  in  rejecting  a  proposed  offer. 

Indeed,  the  mere  existence  of  the  stockholder  suits  has 
begun  to  change  the  tender  offer  game.  According  to  the  top 
man  in  the  merger  department  at  one  Wall  Street  firm,  the 
"bear  hug  (a  private  letter  proposing  a  generous  ofler  to  a 
target  company's  board)  is  becoming  increasingly  effective. 
'The  directors  feel  that  they  had  better  give  adequate  consid- 
eration to  a  serious  written  offer,  even  if  it  isn't  a  formal  tender 
offer,"  says  this  Wall  Streeter. 

To  add  to  the  worries  of  managements, 
many  of  the  classic  defenses  used  in 
tender  offers  are  starting  to  break 
down.    The  most  important  of  these 
are   state   takeover   statutes,  which 
have  frustrated  and  delayed  man)  a 
willing  suitor  in  the  past.  For  years, 
these    statutes    went  untested 
Then  in  1977  the  Texas-based 
Hunt    family   went  after 
Sunshine     Mining  Co., 
which  hid  behind  Idaho 
and  other  state  takeover 
laws.    The    Hunts  chal- 
lenged the  Idaho  law  and 
won    in    federal  district 
court.  Idaho  is  appealing, 
but   lew    think   the  state 
statutes     can     survive  a 
court  test  unscathed. 

Other  takeover  defenses 
have  been  shot  down  by 
courts  when  the  stated 
business  motives  appear 
questionable.  A  recent  ex- 
ample is  Royal  Industries 
reaction  to  an  attempted 
takeover  by  Monogram  In- 
dustries. Royal  rushed  out 
and  bought  a  doggy  Mono- 
gram competitor,  Sar  In- 
dustries, to  create  anti- 
trust problems  for  the  proposed  merger.  Monogram  won  an 
injunction  against  Royal's  attempted  escape  in  a  Los  Angeles 
federal  court,  with  the  judge  noting  sarcastically  that:  "Within 
the  space  of  no  more  than  three  days,  Royal  claims  it  w  as  able 
to  conduct  sufficient  inquiry  so  as  to  determine  the  wisdom  of 
spending  well  over  a  million  dollars  for  a  company  w  ith  $().(X) 
in  sales  for  the  last  reported  period  and  a  negative  net  worth. 

Another  illuminating  ease  is  New  York-based  UV  Industries 
pursuit  ol  Milwaukee's  Globe- Union  Inc.  UV,  which  already 
owns  about  20%  of  Globe,  plans  to  fight  a  proposal  backed  by 
Globe's  management  in  the  Feb.  23  Globe  annual  meeting 
which  would  increase  the  authorized  outstanding  shares  of 
Globe  from  8  million  to  15  million.  After  UV  challenged 
Globe's  proxy  material  in  court,  Globe  management  reluctant- 
ly added  the  following  paragraph  to  the  revised  proxy:  "Stock- 
holders should  note  that  if  additional  shares  of  common  stock 
were  issued,  it  may  deter  a  tender  or  exchange  offer  in  the 
future  that  a  majority  of  the  stockholders  might  deem  in  their 
be  st  interests.  .  .  .  Furthermore  .  .  .  such  issuance  may  have 
the  effect  of  assisting  management  in  retaining  its  position  and 
enhancing  the  ability  of  management  to  negotiate  employment 
arrangements."  Only  the  densest  shareholder  would  have 
missed  the  point. 

The  issues  are  by  no  means  purely  black  and  w  hite.  "Some  of 


the  philosophical  questions  in  this  whole  area  just  haven't  been 
touched,"  says  lawyer  Fdmund  Kelly  of  White-  &  Case,  a 
mergers  and  acquisitions  expert.  In  deciding  whether  an  offer 
is  fair,  Kelly  queries:  "Do  you  go  just  by  today's  market  price 
for  the  stock?  If  so,  then  management  should  approve  any  offer 
$1  over  market,  and  that  s  ridic  ulous.  And  what  s  the  time 
frame  in  deciding  what  a  company  s  true  value  is?  Is  it  ten 
years  out?  One  year  out?  This  has  to  be  subject  to  reasonable- 
limits.  If  someone  comes  in  with  an  offer  that  s  an  80% 
premium  over  the  current  market  price,  then  it's  awfully  tough 
for  management  to  say,  'We're  taking  the-  long  view. 

To  make  things  even  more  complicated,  different  stock- 
holders may — and  often  do — have  different  interests. 

That's  the  question  at  the  heart  of  the-  legal  dispute  in  the 
recent  private  acquisition  of  a  big  chunk  of  Becton,  Dickinson 
&  Co.  stock  by  Sun  Co.,  the  big  oil  concern.  What  happened 
was  this:  Becton,  Dickinson  s  honorary  chairman,  Fairleigh  S. 
Dickinson  Jr.,  was  fired  by  the  company's  board  in  1977,  so  he 
reportedly  sought  a  buyer  for  his  shares.  With  the  help  of 
Salomon  Brothers,  a  small  group  of  big  investors  was  put 
together  to  sell  34%  of  the  company  to  Sun  for  $45  a  share,  a 
tick  36%  over  market.  "The  issue  is,  can  you  buy  a  big 
block  from  an  insider  group  and  not  offer  the  same 
premium  to  other  shareholders?"  says  one  top 
merger-maker.  Kven  if  the  Sun  deal  does 
pass  legal  muster,  new  laws  or  regula- 
tions may  prohibit  similar  transac- 
tions in  the  future.  (Amused  Wall 
Streeters  note  that  the  subsidiary 
company  Sun  set  up  to  acepiire  the 
Becton  shares  is  namod  "LHIW, 
which,  they  conjecture,  stands  for 
"Let's  Hope-  It  Works.") 

All  in  all.  the  tide,  which  for  a 
time  was  running  in  favor  of  man- 
agements and  against  stock- 
holders, now  seems  to  have 
reversed  itself  The  Secur- 
ities &  Exchange  Commis- 
sion staff  recently  pro- 
posed that  would-be 
aequisitors  should  be  al- 
±.  lowed  to  see  the  target 
company's  list  of  stock- 
holders, so  long  as  they 
used  it  to  communicate 
with  all  stockholders  and 
not  just  with  a  few  big  ones.  The-  SEC  staff  also  proposed  that  at 
least  15  business  days  should  be  required  to  elapse  before  a 
tender  offer  could  be  completed.  (This  proposal  is  inte  nded  to 
protect  stockholders  from  being  panicked  into  accepting  a  low 
offe  r,  not  to  help  managements  dig  in.) 

One  fear  is  that  all  this  will  lead  to  an  increasing  concentra- 
tion of  corporate  power,  as  richer  companies  use  their  cash  and 
borrowing  pow  er  to  take  over  poorer  ones  in  an  unstoppable 
wave.  But  it's  strange,  isn't  it:  There-  are  many  more  friendly 
mergers  than  unfriendly  ones,  and  yet  most  businessmen 
complain  if  the  Justice  Department  tries  to  stop  the  friendly 
ones;  so  why  the  fuss  about  unfriendly  mergers? 

The  real  threat  to  American  enterprise  is  not  from  the 
take-oxer  of  weaker  enterprises  by  stronger  ones.  The  real 
threat  lies  in  the  interference-  through  laws  and  regulations 
with  the  rights  and  privileges  of  private  property  Not  many 
American  businessmen  would  welcome  laws — like  those  of 
Europe — which  make  it  almost  impossible  to  lay  off  workers 
when  there  is  no  work;  or  laws  that  forbid  the  closing  of  an 
uneconomic  plant.  But  many  of  these  same  businessmen  seem 
to  espouse  laws  and  rulings  that  would  make  it  difficult  for 
public  investors  to  dispose  of  their  shares  to  the  highest 
bidder.  Is  there  an  inconsistency  in  attitudes  here?  Should  we 
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Bad  Mews  For 
Masochists 

The  U.S.  may  be  going  to  hell, 

but  you  can't  prove  it 
by  the  size  of  our  trade  deficit. 


By  JOHN  BERRY 


Is  the  horrendous  deficit  in  the  U.S. 
balance  of  trade  further  evidence  that 
the  national  moral  fiber  is  deteriorating, 
that  we  are  living  far  beyond  our  means? 
Or  is  it — as  the  Carter  Administration 
stoutly  maintains — a  sign  that  the  U.S.  is 
behaving  like  a  good  international  citizen 
while  several  of  our  trading  partners  are 
acting  like  fear-ridden  misers? 

A  careful  breakdown  of  the  actual  fig- 
ures seems  to  support  the  Administra- 
tion s  argument.  As  Undersecretary  of 
Treasury  Anthonv  Solomon  told  a  Senate 


Banking  subcommittee  last  month:  "The 
increase  in  our  imports  is  explainable  in 
terms  of  our  rapid  domestic  economic 
growth.  .  .  .  The  sluggish  U.S.  export 
performance  was  due  largely  to  several 
years  of  slow  growth  and  high  levels  of 
unemployment  and  idle  capacity  in  many 
foreign  economies."  Solomon  concluded 
firmly:  "Changes  in  our  price  competi- 
tiveness during  1977  appear  to  have  been 
a  relatively  minor  factor." 

In  this  context  the  U.S.'  constant  nat- 
tering at  the  Germans  and  Japanese  to 
speed  up  their  economies  makes  sense. 

For  example,  higher  oil  imports  from 


Saudi  Arabia  were  partly  balanced  by 
bigger  Saudi  imports  from  the  U.S. 
Saudi  Arabia's  contribution  to  our  higher 
trade  deficit  was  only  about  $350  mil- 
lion— just  over  1%  of  the  total.  By  con- 
trast, many  trading  partners,  their  own 
economies  in  recession,  were  buying  less 
from  us.  Mexico,  for  example.  From  $2.2 
billion  in  1976,  our  favorable  balance 
with  Mexico  fell  all  the  way  to  $117 
million  last  year,  a  sv/ing  of  more  than  $2 
billion.  Brazil's  imports  from  the  U.S. 
dropped— just  as  coffee  imports  from 
there  were  rising — and  our  favorable 
trade  balance  with  that  Latin  countrv 


Even  The  Good  News  Was  Bad 


The  U.S.  last  year  ran  up  trade  surpluses  with  16  of 
the  43  nations  with  which  it  has  significant  foreign 
trade.  But  in  most  cases,  because  of  slow  growth,  no 


growth  or  actual  recession  abroad,  the  surpluses 
were  smaller  than  they  were  in  1976.  Note  the  effect, 
for  example,  of  belt-tightening  in  Mexico  in  1977. 
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Where  It  Really  Hurt 


Oil  imports  were  undeniably  a  major  factor  in  the  exports  no  oil,  but  also  the  huge  swing  in  trade  with 
U.S.'  whopping  trade  deficit  last  year.  But  note,  too.  West  Germany,  from  a  modest  surplus  of  $30  million 
not  only  the  jump  in  the  deficit  with  Japan,  which    in  1976  to  a  deficit  of  $1.4  billion  in  1977. 


DEFICIT  (SBILLIONS) 


CANADA 
JAPAN 
WEST  GERMANY 
SAUDI  ARABIA 
VENEZUELA 
NIGERIA 
ITALY 
IRAN 
TAIWAN 
SOUTH  KOREA 
INDONESIA 
HONG  KONG 
LIBYA 
ALGERIA 
SOUTH  AFRICA 
OTHERS* 


'United  Arab  Emirates.  Trinidad  and  Tobago,  Philippines.  Malaysia, 
Columbia,  Netherlands  Antilles,  India,  Norway,  Bahamas,  Ecuador, 
Denmark,  Dominican  Republic. 
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went  From  nearly  $1.1  billion  to  just  over 
$200  million.  France?  Down  from  a  fa- 
brable  balance  of  $905  million  to  $429 
million.  And  so  it  went,  throughout  the 
world.  We  imported,  by  volume,  13% 
more  than  in  1976;  we  exported,  by  vol- 
ume, only  1%  more.  So  we  sank  $26.7 
billion  in  the  red,  a  scary  increase  of 
nearly  $21  billion.  A  prosperous  U.S. 
was  buying  openhandedly  in  foreign 
markets;  depressed  foreigners  were  un- 
willing, or  unable,  to  buy  more  U.S. 
goods.  They  bought  less.  This,  as  Solo- 
mon said,  is  a  cyclical  situation — a  case  of 
cycles  getting  out  of  phase. 

On  a  bilateral  basis,  Japan  did  the 
most  damage  to  U.S.  trade  accounts  (sec 
chart  above).  Japan  enlarged  its  trade 
surplus  with  the  U.S.  to  $8.4  billion,  up 
$2.8  billion  from  1976.  Those  figures 
underscore  why  the  Carter  Administra- 
tion has  sought  trade  concessions  from 
the  Japanese,  a  goal  they  have  partially 
accomplished. 

The  second  greatest  deterioration  was 
with  Mexico,  primarily  because  its  new 
president,  Jose  Lopez-Portillo,  slammed 
the  brakes  on  the  Mexican  economy  to 
get  his  country's  inflation  and  balance  of 
payments  under  control. 

Similar  forces  were  at  work  in  U.S. 


trade  with  Canada  and  West  Germany  . 
Those  economies  were  growing  very 
slowly  during  1977  compared  to  the 
U.S.'  The  U.S.  deficit  with  Canada 
deepened  from  $2.7  billion  in  1976  to  $4 
billion  last  year.  With  West  Germany 
bilateral  trade  went  from  virtual  balance 
in  1976  to  a  $1.4-billion  deficit. 

Brazil,  Italy,  South  Africa,  Taiwan, 
France,  India,  Malaysia — all  of  them  im- 
proved their  trade  balances  with  the 
U.S.  by  more  than  did  the  largest  oil 
exporter  of  all,  Saudi  Arabia. 

What  about  oil?  The  U.S.'  second- 
largest  trade  deficit,  $5.1  billion,  was 
with  Nigeria — oil.  Its  fourth,  fifth,  sixth 
and  seventh  were  with  Libya,  Saudi  Ara- 
bia, Indonesia  and  Algeria,  respective- 
ly— all  big  petroleum  exporters.  But  the 
oil  import  problem  will  take  years  to 
bring  under  control.  Short  of  slowing  the 
U.S.  economy  to  a  halt,  the  only  imme- 
diate way  to  deal  with  the  problem  while 
we  move  toward  a  long-range  energy 
policy  is  through  increased  U.S.  ex- 
ports— more  world  trade.  And  this  can  t 
be  accomplished  unless  the  rest  of  the 
world  gets  back  into  a  growth  phase. 

There  is  reason  to  think  the  picture 
will  stop  deteriorating  in  1978.  More 
Alaskan  oil  will  be  available;  world  oil 


prices,  if  anything,  are  coming  down 
slightly;  and  a  large  part  of  last  year's 
huge  oil  flow  went  into  storage  tanks. 
Domestic  demand  for  oil  rose  only  about 
5%  in  1977  while  the  volume  of  imports 
climbed  18%. 

Meanwhile,  the  new  "reference 
prices  for  steel  being  established  by  the 
Administration — which,  in  effect,  set  a 
minimum  price  at  which  steel  can  be 
imported — ought  to  prevent  any  recur- 
rence of  last  year's  37%  increase  in  iron 
and  steel  imports,  which  came  mostly 
from  Europe,  not  Japan,  by  the  way. 
And,  coffee  prices  are  down  again. 

"I  am  moderately  optimistic,"  says 
Solomon.  "I  believe  we  will  see  the  be- 
ginnings of  faster  economic  growth  in  a 
number  of  major  countries  this  year. 
And  the  recent  exchange  rate  changes 
should  contribute  to  a  stronger  U.S. 
competitive  position.  I  believe  that  our 
trade  deficit  is  likely  to  begin  trending 
down  before  the  year  is  out." 

This  conclusion  will,  of  course,  disap- 
point the  masochists  among  us.  It  is 
much  easier  to  believe  that  we  are 
somehow  being  punished  for  all  our 
sins.  But  the  truth  is  both  more  com- 
plex and  more  susceptible  to  sensible 
human  decision-making.  ■ 
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Nippon  Steel:  Zen  And  Yen 

Home  markets  are  depressed  and  export  markets  are  shrinking  for 
giant  Nippon  Steel.  But  with  a  little  bit  of  Zen  and  a  great  deal 
of  yen  the  company  is  optimistic  about  the  future. 


Export  Or  Die:  World's  biggest  steelmaker  cuts  exports  to  the  U.S.  while  seeking 
to  boost  sales  to  less-developed  countries  and  communist  nations  like  China. 


By  LAWRENCE  MINARD 

"Pleasure  amidst  pleasure  is  not  true 
pleasure.  Only  when  perceiving  pleasure 
in  the  midst  of  pain,  can  one  begin  to 
understand  the  exquisite  meaning  of  life." 

The  lines  are  by  a  Japanese  Zen  priest. 
The  man  speaking  them  last  autumn  was 
no  philosopher,  but  Eishiro  Saito,  the 
powerful  president  of  Nippon  Steel,  a 
company  with  a  capacity  18%  greater 
than  that  of  the  world's  second-largest 
steelmaker,  U.S.  Steel. 

It  would  be  unlikely  to  find  a  top 
American  steelman  quoting  Ralph  Wal- 
do Emerson,  but  then  the  Japanese  do 
have  a  strong  philosophical  bent.  It 
enables  them  to  accept  adversity  and 
to  rebound  from  it  rather  than  be 
crushed  by  it.  Nippon  Steel's  Saito 
was  reminding  the  world's  steelmen, 
gathered  in  Rome  last  October,  that 
the  industry's  current  troubles  would 
not  last  forever. 

It  may  come  as  something  of  a  surprise 
to  Americans,  who  think  the  Japanese 
are  prospering  by  shipping  large  quanti- 
ties of  goods  to  this  country,  that  things 
are  currently  very  rough  for  a  large  part 
of  Japanese  industry.  Take  Nippon  Steel. 
Most  of  its  blue-chip  customers,  the 
shipbuilding  and  capital-goods  industries 
in  particular,  are  on  their  backs.  Nippon 
Steel's  superefficient  mills  are  capable  of 
producing  46  million  tons  annually,  but 
last  year  the  company  produced  just  32 
million  tons — a  rate  of  capacity  that  was 
actually  lower  than  U.S.  Steel's.  And 
1978  looks  no  better.  Nippon  has  been 
forced  to  close  down  9  of  its  25  huge  blast 
furnaces,  and  may  close  down  more  if 
demand  does  not  return. 

As  a  result  of  this,  and  soaring  energy 
and  raw  materials  costs,  Nippon  s  earn- 
ings are  likely  to  plummet  for  the  fiscal 
year  ending  Mar.  31,  1978  to  a  paltry  $62 
million  on  sales  of  about  $10  billion.  At 
this  rate,  its  return  on  capital  is  almost 
invisible,  even  smaller  than  U.S.  Steel's 
badly  depressed  3.5%.  (Actually,  Nip- 
pon Steel's  earnings  picture  was  even 
Worse  than  it  appears.  Had  the  company 
not  taken  profits  on  stocks  it  owned,  it 
would  have  been  in  the  red.  Quite  clear- 
ly, the  Japanese  have  no  magic  formula 


for  making  money  during  a  recession.) 

Last  September  the  unthinkable  hap- 
pened: Nippon  Steel  omitted  its  half- 
year  dividend.  Theoretically,  it's  possi- 
ble to  pay  the  full  dividend  at  year-end, 
but  there  is  doubt  as  to  whether  Nippon 
Steel  will  do  so.  Hot  water  and  paper 
towels  have  already  been  eliminated 
from  company  bathrooms — even  from 
President  Saito's. 

So,  where  is  the  pleasure  that  Saito 
talks  about,  the  pleasure  that  will  make 
the  present  pain  meaningful?  It  is  just  a 
few  years  down  the  road.  President  Saito 
and  his  executives  believe  that  fervently. 

Listen  to  Tsutomu  Kono,  Nippon 
Steel's  top  economist,  a  relaxed  man  giv- 
en to  cigars  and  statistics.  Says  he:  "The 
next  year  or  two  will  be  very  difficult  for 
Japanese  steelmakers.  Longer-term  I  am 
optimistic.  Steel  demand  in  the  industri- 
alized countries  will  probably  stay  slug- 
gish, but  Japarr's  domestic  demand  is 
sure  to  increase,  as  will  demand  from  the 
developing  countries.  We  will  sell  a  lot 
of  steel  to  the  less-developed  countries 
and  to  the  communist  bloc." 

Kono  relights  his  cigar  and  produces  a 
sheaf  of  statistics.  According  to  the  most 


conservative  of  these  estimates,  world- 
wide demand  for  raw  steel  will  increase 
by  around  40%  between  now  and  1985, 
to  some  1.1  billion  metric  tons  annually. 
The  majority  of  this  increase  will  come  in 
the  developed  countries  of  Europe,  plus 
the  U.S.  and  Japan.  The  Japanese  are 
fully  aware  that  the  day  has  passed  when 
they  could  export  unemployment  to  in- 
dustrial countries  by  pushing  exports 
when  domestic  use  lagged,  and  they 
have  already  begun  to  make  the  neces- 
sary readjustments.  They  figure  exports 
this  next  fiscal  year  to  the  U.S.  will  drop 
by  over  1  million  tons,  to  5.5  million 
tons.  (If  the  European  Economic  Com- 
munity gets  as  tough  as  it  sounds,  reduc- 
tions to  that  market  could  be  even 
steeper.) 

Kono  points  to  the  bottom  rung  of 
data — to  likely  demand  from  the  devel- 
oping and  communist  bloc  nations.  Their 
demand  is  estimated  to  increase  by 
around  35%,  to  470  million  metric  tons, 
by  1985.  Not  as  good  as  the  developed 
world,  of  course,  but  not  an  inconsider- 
able market  either.  Besides,  the  poorer 
countries  and  the  communists  don't 
much  care  if  Japan  dumps  steel  on  them. 
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In  fact  they  appreciate  the  low  prices. 

Chins  is  a  prime  example  of  how  seri- 
ously Nippon  Steel — fully  backed  by  Ja- 
pan's powerful  Ministry  of  International 
Trade  &  Industry — is  taking  the  new 
markets.  For  four  years  now  Nippon 
Steel  Chairman  Yoshihiro  Inayama,  one 
of  the  real  elder  statesmen  of  Japanese 
business,  has  been  shuttling  back  and 
forth  to  Peking,  trying  to  negotiate  a  deal 
for  Japan  to  buy  Chinese  crude  oil 
(Forbes,  Feb.  6).  The  Chinese  have  said 
they  would  like  to  sell  Japan  15  million 
tons  a  year,  and  Inayama  would  like  to 
accommodate  them.  The  trouble  is  that 
the  Chinese  oil  has  a  high  paraffin 
content  and  is  difficult  to  refine.  Con- 
sequently, the  Japanese  oil  industry 
has  so  far  agreed  to  accept  only  11.3 
million.  So  much  for  Japan,  Inc.  and 
its  supposedly  monolithic  character! 

Inayama  has  been  frank  about  his 
reasons  for  wanting  to  buy  more  Chi- 
nese oil:  "For  increasing  the  export  of 
plants  and  steel  materials  to  China,  it 
is  considered  necessary  to  increase 
Japan's  imports  [from  China].  ...  It 
is  no  accident  that  Japan's  steel  sales 
to  China  will  come  to  nearly  5  million 
tons  in  fiscal  year  1978  vs.  3.4  million 
tons  last  year."  The  message  was 
clear:  We  must  sell  to  China  some  of 
the  steel  we  can't  unload  in  the  U.S 
and  Europe. 

But  Nippon  Steel  is  already  feeling 
the  bite  of  competition  from  countries 
where  it  might  once  have  hoped  to 
sell  steel.  In  a  recent  confidential  re- 
port, the  Japanese  Iron  &  Steel  Ex- 
port Association  warned  that  Japan 
faces  competition  in  its  major  export 
markets  from  steel  made  in  Korea, 
Australia,  India,  South  Africa  and 
Taiwan.  Korea,  which  is  industrializ- 
ing fast,  especially  worries  the 
Japanese. 

Yet  here  again  Nippon  Steel  sees 
opportunity',  not  threat.  Says  Kono: 
"Naturally  we  are  aware  that  many  of 
the  developing  countries  are  committed 
to  become  self-sufficient  in  steel,  just  as 
we  once  were.  Therefore,  we  step  up 
our  technology  transfers  and  engineer- 
ing operations.  We  "will  sell  them  not 
only  our  steel,  but  also  our  equipment 
and  knowledge  so  they  can  make  their 
own  steel."  Underlining  his  words,  it 
was  reported  last  month  that  Nippon 
Steel  would  build  a  $2-billion,  6-mil- 
lion-ton  steel  mill  for  communist  China 
in  Shanghai. 

In  other  words,  Nippon  Steel  is  doing 
what  Japanese  industry  has  done  all 
along:  move,  when  economic  circum- 
stances dictate,  into  the  highest  possible 
value-added  industries.  It  cedes  the  la- 
bor-intensive businesses  to  the  countries 
where  labor  is  still  relatively  cheap. 
Whereas  American  policy  seems  com- 
mitted to  preserving  inefficient  indus- 
tries employing  large  amounts  of  labor, 


Japan  has,  slowly  but  deliberately, 
scaled  back  its  textile  industry.  Next  to 
go:  Japan's  relatively  small,  open-hearth 
steel  producers. 

In  1974  Nippon  Steel  management 
formally  recognized  the  importance  of 
technology-intensive  exports.  It  took  a 
number  of  small  divisions  making  every- 
thing from  offshore  drill  rigs  and  bridges 
to  steel  plants  and  residential  housing 
and  put  them  under  one  umbrella:  the 
Engineering  Divisions  Group.  Last  year 
this  group's  revenues  came  to  over  $1 
billion,  more  than  three  times  its  1970 
sales  and  over  10%  of  all  Nippon  Steel's 


Zen  Outlook:  Nippon  Steel  President  Saito 
looks  for  "pleasure  amidst  pain"  of  depressed 
home  markets  and  hotter  competition  abroad. 


1977  revenues.  "And  I  expect,"  says 
Kono,  "the  groups  sales  will  at  least 
double  that  in  five  years." 

The  engineering  division  will  also  help 
Nippon  benefit  from  another  develop- 
ment program:  Prime  Minister  Takeo 
Fukuda's  "extraordinary  budget"  for  the 
coming  fiscal  year.  The  budget  will  stim- 
ulate massive  investment  in  Japan's  in- 
frastructure^— roads,  railways,  sewer  sys- 
tems, bridges  and  the  like — and  in 
housing.  This  building  activity  will  need 
the  skills  now  being  produced  by  the 
engineering  division.  One  example:  Nip- 
pon recently  sold  the  Tokyo  metropoli- 
tan government  a  garbage  melting  plant 
derived  from  the  company's  longtime 
smelting  experience.  You  don't  have  to 
walk  down  many  crammed  Tokyo  streets 
to  understand  how  big  a  business  gar- 
bage melting  could  be. 

But,  of  course,  such  prospects  can  do 
no  more  than  temper  the  very  consider- 


able pain  that  Nippon  Steel  feels  now — 
in  a  way  more  excruciating  than  that 
afflicting  its  U.S.  rivals.  When  the  U.S. 
industry  hit  the  skids  last  year,  compa- 
nies immediately  laid  off  22,000  workers. 
Not  so  Nippon  Steel.  Japan's  unique  life- 
time employment  system  trades  a  boss' 
promise  of  a  lifetime  job  in  return  for 
workers'  unswerving  allegiance.  That 
makes  for  high  productivity  but  low  flexi- 
bility. Nippon  currently  is  stuck  with 
5,000  workers  who  once  produced  steel 
and  who  are  now  virtually  idle — at  full 
pay,  of  course.  Probable  annual  bill:  $60 
million  a  year. 

Nor  is  this  Nippon's  only  labor 
problem.  Pay  in  Japan  is  based  al- 
most entirely  on  seniority.  Thus,  the 
older  a  company's  work  force,  the 
higher  its  (fixed)  wage  bill  is,  and  will 
get.  And  Nippon's  employees  are 
old:  age  36  on  average  vs.  ages  26  to 
29  for  younger  and  more  profitable 
companies.  With  net  attrition  run- 
ning at  only  2,000  employees  a 
year — less  than  3% — Nippon  s  idle 
work  force  is  not  a  problem  that  will 
soon  go  away. 

Far  from  being  discouraged,  how- 
ever, Nippon  Steel  s  management  is 
dealing  forthrightly  with   its  labor 
problems  in  the  only  way  it  can:  by 
reducing  costs  through  capital  spend- 
ing. This  year  alone  it  will  spend 
$745  million.  It  is  thanks  largely  to 
such  spending  that  Nippon  has  man- 
aged to  cut  the  energy  equivalent 
required  for  one  ton  of  steel  by  5% 
since  1973,  to  around  530  kg  of  coal 
today.  (This  compares  with  866  kg 
coal   for   the   U.S.    steel  industry, 
which  is  the  same  as  in  1973.)  This 
spending  also  helps  explain  why  Nip- 
pon's so-called  continuous  casting  ra- 
tio— the  portion  of  its  output  pro- 
duced     without      interruption — is 
currently  at  37%,  as  against  about 
12%  for  the  U.S.  steelmakers. 
Why  were  the  Japanese  steelmakers 
willing  to  spend  money  when  the  Ameri- 
cans weren  t?  It  isn  t  really  a  question  of 
willingness.  Japan  is  a  nation  whose  citi- 
zens save  25%  and  more  of  their  income. 
That's  five  times  the  American  rate,  and 
it  guarantees  plenty  of  capital  available 
to  Japanese  business.  The  citizens  put 
their  money  in  the  banks  and  the  banks 
lend  it  to  companies  like  Nippon  Steel. 

Polite  to  a  fault,  Japanese  steelmen  do 
not  like  to  publicly  criticize  their  Ameri- 
can competitors,  but  a  top  executive 
says:  Perhaps  we  were  too  aggressive  in 
exporting  to  the  U.S.,  but  the  U.S.  steel 
industry  shares  the  blame  because  it 
failed  to  modernize.  He  has  a  point: 
Americans  tend  to  spend  money  when 
times  are  good  but  hold  back  when 
things  look  bad.  Maybe  what  American 
industry  needs  is  a  touch  of  that  old 
Zen — an  understanding  that  pain  is  a 
necessary  prelude  to  pleasure.  ■ 


36 


FORBES,  MARCH  6,  1978 


Tfeej?  Gall  Us 
Illegitimate 


By  PHYLLIS  BERMAN 

She  felt  his  fingers  enclose 
the  slimness  of  her  bare 
arm.  She  couldn't  help  it 
hut  his  touch  thrilled  her  to 
the  base  of  her  spine,  those 
sensitive  fingertips  playing 
against  her  skin,  so  unbear- 
ably exciting,  yet  she  had  to 
martyr  her  feelings  and 
snatch  her  arm  out  of  his 
reach.  .  .  . 

from  The  Passionate  Sinner, 
a  Harlequin  book 
by  Violet  Winspear 

I  think  the  physical  side  of 
love  is  a  beautiful  thing.  It 
shouldn't   be   hated.  And 
Harlequin  books  aren't  moralistic.  They 
just  never  mention  it.  There's  no  explicit 
description,   but  the  passion  of  love 
comes  through  the  pages. 
Bonnie  Atwell,  Haine,  Kan.,  Housewife 

In  the  LAST  nine  years  Bonnie  Atwell 
has  read  over  800  Harlequin  romances — 
about  two  books  a  week.  Amateur  psy- 
chologists might  call  that  living  in  fanta- 
sy, but  Atwell  sees  it  differently.  "I  think 
the  romances  are  a  lot  more  realistic  than 
people  realize,"  she  says.  "My  life  with 
my  husband  has  more  or  less  been  a 
Harlequin  story.  We  met  on  a  blind 
date,  and  the  first  thing  I  remember 
about  him  is  his  blue  eyes — they 
touched  me  when  I  saw  them." 

There  are  thousands  of  people  like 
Bonnie  Atwell.  Sixty-two-year-old  Judy 
Swan  of  San  Antonio,  Tex.  has  a  collec- 
tion of  2, (XX)  Harlequins.  She  cross-files 
her  library  and  rates  her  books  as  "cute" 
or  "funny"  or  "unusual  hero."  "Then, 
when  I  gf>t  upset,  I'll  go  back  and  get  one 
to  fit  my  mood.  It's  better  than  a 
psychiatrist." 


Harlequin  Enterprises'  President  Larry  Heisey 
longs  to  make  an  acquisition  but  Wall  Street 
scorns  him.  It's  a  heartrending  story. 


Nor  are  all  the  readers  middle-aged. 
Terry  Graham,  23,  a  Katharine  Gibbs 
secretary  who  lives  with  her  family  in 
New  York,  has  been  reading  Harlequins 
since  she  was  13.  "Sometimes,  the  guy 
that  gets  the  girl  is  very  overbearing,  you 
know,  chauvinistic,"  she  complains. 
"One  or  two  times  I've  gotten  so  mad 
that  I've  ended  up  flinging  the  book 
across  the  room."  But  Graham  goes  on 
reading  Harlequins. 

That  kind  of  reader  involvement — ad- 
diction, perhaps — has  made  Canadian- 
based  Harlequin  Enterprises  Ltd.  easily 
the  most  profitable  paperback  publisher 
in  the  industry.  Last  year  Harlequin's 
profits  were  an  estimated  $11  million  on 
sales  of  just  $75  million.  Its  aftertax  profit 
margins  were  15%,  almost  three  times 
the  industry  average.  In  1977  Harlequin 
had  over  10%  of  the  total  U.S.  paperback 
market  and  distributed  more  than  100 
million  copies  of  its  romances  all  over 
North  America  (and  around  50  million 
more  in  countries  like  Israel,  Germany 
and  Holland). 

Most    remarkably,     Harlequin  has 


achieved  this  from  a  virtual 
standing  start.  Until  1971  it 
had  barely  a  toehold  in  the 
U.S.,  today  its  chief  market. 
Prior  to  that,  as  Canadian 
owner  of  the  rights  to  a  Brit- 
ish company's  romantic  nov- 
els, it  sold  just  19  million 
books  and  netted  $110,000 
on  sales  of  $7.7  million. 

It  was,  fittingly,  a  woman 
who  put  Harlequin  on  the 
right  track.  She  was  Mary 
Bonnycastle,  wife  of  the  first 
mayor  of  metropolitan  Win- 
nipeg, Richard  Bonnycastle, 
a  colorful  entrepreneur  who 
founded  the  company.  It 
was  Mary  s  idea  that  the 
company  should  concentrate  on  ro- 
mances with  happy  endings.  Their  son, 
Richard  Jr.,  still  controls  25%  of  the 
stock  but  is  no  longer  active  in  the 
management. 

What's  the  success  secret?  Essentially, 
a  recognition  that  trendiness  isn't  all.  A 
Harlequin  romance  would  nauseate  a 
radical  feminist.  It  invariably  runs  just 
200  pages  and  follows  a  simple  prepack- 
aged formula,  the  McDonald  s  hamburg- 
er of  the  publishing  world:  A  young, 
innocent  virgin  finds  her  man,  but  a 
stormy  courtship  intervenes  between 
arousal — not  consummation,  because 
Harlequin  love  affairs  are  never  consum- 
mated— and  the  inevitable  proposal  of 
marriage.  The  woman  tends  to  be  what  a 
woman  was  traditionally  supposed  to  be: 
a  nurse,  a  secretary,  a  fashion  designer. 
The  man,  arrogant  and  cold  at  first,  is 
her  patient,  boss  or  client.  In  between 
there  is  a  great  deal  of  panting,  but  very 
little  touching.  It's  a  kind  of  soft-core 
masochism. 

"I'm  an  old  soap  salesman  from 
Procter  &  Gamble,    explains  W.  Law- 


FORBES,  MARCH  6,  1978 


37 


rence  Heisey,  who  was  brought  in  to  run 
Harlequin  in  1971  by  young  Bonnycas- 
tle,  who  had  taken  the  company  public- 
after  his  father  died.  It  is  Heisey  who  has 
presided  over  its  spectacular  growth. 
"Why  do  our  books  sell?  Ask  a  sociolo- 
gist. All  we  know  is  that  they  strike  a 
universal  chord  in  all  women." 

Heisey  is  amused  that  several  Japa- 
nese publishers  recently  turned  down 
his  books.  "They  tell  us  that  the  books 
are  unsuitable  for  their  market.  That's 
very  reassuring.  We've  heard  that  be- 
fore. But,  of  course,  it's  inevitable:  Male 
publishers  can  t  understand  the 
phenomenon. 

"The  trouble  with  the  publishing  in- 
dustry is  that  it  comes  out  with  5,000 
books  a  year,"  says  Heisey,  who  thinks 
books  sell  more  easily  with  the  equiv- 
alent of  brand  names.  "They  need  an 
authority  like  Agatha  Christie  or  Harold 
Bobbins.  Well,  we're  the  authority  in 
romance." 

Harlequin  releases  13  familiar  prod- 
ucts to  its  readers  each  month,  all  dis- 
played on  standardized  racks  in  book- 
stores, supermarkets  and  drugstores,  as 
well  as  chains  like  Woolworth.  The  se- 


ries is  backed  by  heavy  TV  ads  that  push 
the  romances,  not  single  titles — spread- 
ing costs  over  a  series. 

Those  cost  savings  mean  that  Harle- 
quin can  afford  to  retail  its  paperbacks 
for  just  about  a  dollar  when  other  pub- 
lishers are  breaking  the  $2  barrier.  On 
top  of  its  other  economies,  Harlequin 
romances  have  unusually  long  print 
runs.  The  average  paperback  printing  is 
120,000  books;  of  those,  the  publisher 
can  expect  to  get  back,  unsold,  35%  to 
40%.  Harlequin  routinely  prints  ,500,000 
of  a  new  title,  of  which  less  than  25%  are 
returned.  "Other  companies  print  ten 
books  to  sell  six,"  says  Heisey,  matter-of- 
factly.  "We  print  7^2  to  sell  6." 

With  the  profits  rolling  in  and  with  no 
need  for  capital  spending,  Harlequin  is 
experimenting  with  other  kinds  of  books 
and  just  made  a  movie,  Leopard  In  The 
Snow,  based  on  one  of  its  titles.  It  is 
also  shopping  for  acquisitions.  With  its 
stock  closely  held — 53%  of  it  by  Torstar, 
publisher  of  the  Toronto  Star — the  com- 
pany would  have  to  get  the  assent  of  the 
major  holders  to  use  stock  for  acquisi- 
tions. But  no  problem:  Harlequin  has 
$17  million  in  cash,  plenty  of  borrow- 


ing power  and  that   rich  cash  flow. 

"The  board  has  told  us  to  make  an 
acquisition  and  not  to  bother  with  a  small 
one,"  says  Heisey.  "I  mean  a  $50-million 
acquisition.  We  want  either  a  consumer 
product  that  we  know  how  to  market,  or 
a  magazine  or  newsletter." 

Alas,  complains  Bill  Willson,  Harle- 
quin's youthful  financial  vice  president, 
"The  heavies  in  the  investment  commu- 
nity don't  think  we're  legitimate.  What 
should  we  be  doing,  publishing  dictio- 
naries? People  with  literary  pretensions 
think  that  unless  something  is  hard  to 
read,  it's  no  good." 

"My  sacrificial  lamb,'  he  jeered  softly. 
"Tomorrow  I  shall  send  for  an  old  jewel- 
ler who  lives  down  in  the  kampong  and 
request  that  he  Imng  an  assortment  of 
gems  so  that  we  can  have  a  ring  made  for 
you.  .  .  ."He  rose  abruptly  to  his  feet, 
towering  over  the  couch  where  she  lay  in 
the  glimmer  of  her  kimono.  "Come,  it's 
time  you  were  in  bed  .  .  .  your  own  bed 
until  I  get  that  ring  on  your  finger." 

— from  The  Passionate  Sinner, 
a  Harlequin  book. 
The    path    of  true    love    is  never 
smooth.  ■ 


The  Woman  With  The  Golden  Fingertips 


Days  begin  for  Janet  Dailey  at  4 
a.m.  in  the  31-foot  Airstream  trailer 
she  shares  with  her  husband,  Bill.  By 
noon  she  has  completed  1 1  pages  of  a 
Harlequin  romance;  in  16  straight 
days  of  work  at  the  typewriter  she  11 
complete  a  176-page  book  (give  or 
take  a  page).  She  will  send  it  along  to 
Harlequin's  editorial  genius,  Alan  W. 
Boon,  at  London's  Mills  &  Boon,  sole 
supplier  of  Harlequin  Bomances 
since  1958,  now  a  wholly  owned  sub- 
sidiary of  Harlequin.  Last  year  Boon 
received  ten  books  from  Dailey — a 
total  of  28  since  1974  that  have  sold  25 
million  copies,  been  translated  into 
17  languages  and  have  earned  Janet 
Dailey,  33,  over  $1  million  in 
royalties. 

"If  Janet  Dailey  wrote  any  more, 
she  d  bust,"  says  Harlequin  President 
Larry  Heisey,  many  of  whose  stable 
of  140  writers  (all  women,  mainly 
British)  earn  salaries  top  executives 
would  envy.  "I  find  it  easy  to  do 
because  I  write  to  please  myself," 

says  Dailey,  who  never  rewrites  a   

page  and  always  sK      even  midsen- 
tence  at  page  11  around  noon.  "But  the  money  doesn't 
mean  a  heckuva  lot  to  us.  We're  not  stupid  enough  to.  send 
it  back,  but  it's  just  the  icing.  We've  already  got  the  cake." 

What  does  mean  something  to  the  Daileys?  "We  want  to 
make  the  Guinness  Book  of  World  Records  by  writing  one 
book  in  each  state  in  the  Union." 

Four  years  ago  the  coupie  began  traveling  around  the 
U.S.  in  their  trailer — realism,  ambience,  locale,  color  are 
important  ingredients  in  the  fantasy-spinning  of  a  Harle- 
quin book.  Husband  Bill  researches  the  locations,  noting 


Hugging  Her  Hero:  In  all  28  of  her 

Harlequin  romances,  writer  Janet  Dailey 
has  modeled  the  hero  on  husband  Bill. 


the  appropriate  local  foods,  local  leg- 
ends, the  correct  climate  and  back- 
drop for  the  book,  and  Janet  writes 
the  plots. 

Janet  Dailey  began  reading  Harle- 
quin romances  back  in  1968.  T  kept 
saying  to  Bill  that  this  is  the  kind  of 
book  I'd  like  to  write,"  says  Janet. 
"He  got  tired  of  hearing  that  in  a 
hurry  and  told  me  to  write  the  book, 
not  just  talk  about  it."  Her  first  try 
was  accepted.  (Before  rushing  to  your 
typewriter,  note  that  only  1%  of  all 
submitted  copies  make  the  grade.) 

Bill,  accordng  to  Janet,  is  the  mod- 
el for  her  stories'  hero.  "He  s  blunt, 
adventurous  and  domineering,"  she 
explains,  "yet  secure  enough  to  let 
me  work.  But  he's  got  a  quick  tem- 
per. Maybe  that's  a  fault,  but  I  always 
say  he's  like  a  stick  of  dynamite  with  a 
short  fuse  and  I  light  him  once  in  a 
while  to  see  him  go  off."  The  one- 
time secretary  who  married  her  boss, 
then  .owner  of  a  construction  and 
land-development  company,  denies 
  that  sex-starved  women  are  the  read- 
ers of  Harlequin.  "I  read  Harlequin 
and  I  was  happy  with  my  love  life,"  says  Janet  Dailey.  "In 
fact,  I  still  read  it.' 

What  about  the  permissive  society?  Iowa-born  Dailey  is 
quick  to  point  out  that  the  real  world  is  not  best  reflected  by 
New  York  or  San  Francisco.  "I  drink  there's  still  a  lot  of 
country  out  here  that's  a  lot  more  traditional,"  says  Dailey. 
Begardless  of  how  many  men  you  go  to  bed  with,  wouldn't 
it  be  wonderful  if  the  first  man  who  made  love  to  you  was 
the  man  you  could  spend  the  rest  of  your  life  with.  Deep 
down,  that's  how  every  woman  feels."  — P.B. 
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Trouble  Into  Triumph 

This  stock  quadrupled  in  a  bear  market  because  new 
management  turned  a  problem  into  an  opportunity. 


When  OPEC  shoved  all  petroleum 
prices  into  an  upward  spiral  in  late  1973, 
it  almost  knocked  Houston's  Transco 
right  out  of  business.  Its  earnings,  $1.99 
a  share  in  1973,  crashed  to  55  cents  the 
next  year.  Transco  owns  Transcontinen- 
tal Gas  Pipeline,  which  runs  from  Texas 
along  a  route  east  of  the  Appalachians  to 
New  York  and  New  Jersey.  Unlike  most 
other  pipelines,  Transco  had  little  gas  of 
its  own,  and  with  its  purchase  price 
limited  by  the  Federal  Power  Commis- 
sion to  29.5  cents  per  mcf,  it  simply 
couldn't  pay  the  rising  market  price  for 
the  gas  it  needed  to  fill  its  pipeline. 
Transco  seemingly  faced  slow  extinction. 

But  the  board,  happily,  took  prompt 
action.  In  late  1974  it  brought  in  as  chair- 
man and  president  William  J.  (Jack) 
Bowen,  a  West  Point  graduate  and  pe- 
troleum engineer,  from  the  top  post  at 
Florida  Gas  Co.  Florida  Gas  is  a  pipeline 
company,  too,  but  one  that  went  early 
into  exploration  for  its  own  supplies. 
Bowen  immediately  recruited  Gerald 
Haeckel,  a  financial  man  who  had  once 
served  with  Florida  Gas,  and  made  him 
senior  vice  president-finance  of  Transco. 
Then  he  brought  in  Allen  B.  Stern,  an 
exploration  man  with  30  years  experi- 
ence in  the  Gulf  of  Mexico,  and  told  him 
to  build  an  exploration  team  for  Transco. 

Bowen  needed  gas,  without  which 
Transco's  $1.9-billion  pipeline  was  just  a 
metal  tube.  Fortunately,  in  December 
1974  the  FPC  allowed  the  price  of  inter- 
state gas  to  begin  to  rise,  to  50  cents  per 
mcf  for  newly  discovered  gas.  The  major 
oil  and  gas  companies,  unenthusiastic  at 
29  cents  per  mcf,  became  enthusiastic 
again  about  old  prospects  in  the  Gulf  of 
Mexico,  especially  as  the  gas  buyers  like 
Transco  were  now  willing  to  put  up  the 
exploration  money. 

This  was  a  system  of  essentially  inter- 
est-free loans  to  the  majors  to  seek  gas 
supplies  for  the  lenders.  Bowen  and 
Haeckel  boldly  made  $143  million  of 
such  payments  in  their  first  year  alone; 
they  ultimately  laid  out  $327  million  of 
such  advances  before  the  FPC  halted  the 
program  in  1976.  Where  did  Transco  get 
the  money?  It  borrowed  it.  Bowen  per- 
suaded the  lenders  that  as  the  major 
companies  had  either  to  deliver  gas  or 
pay  back  the  money,  the  loans  were 
actually  being  made  on  the  credit  wor- 


thiness of  Aaa-rated  Texaco,  rather  than 
Baa-rated  Transco. 

But  the  longer-range  and  more  impor- 
tant program  in  Bowen's  plan  was  explo- 
ration for  oil  and  gas  in  the  Gulf  of 
Mexico.  Bowen  and  Haeckel  borrowed 
$150  million  for  Transco  Exploration  Co. 
in  1975  on  the  credit  standing  of  parent 
Transco — a  regulated  pipeline  company, 
a  utility.  Imprudent? 

Not  at  all,  says  Bowen,  55,  a  tall  fellow 
of  military  bearing  and  surprising  chatti- 
ness.  "I'm  not  talking  about  the  Atlantic 
East  Coast,  or  offshore  Florida;  you 
know  the  disasters  that  occurred  there. 
I'm  talking  about  the  Louisiana-Texas 
area,  with  the  greatest  concentration  of 
offshore  exploration  and  development  in 
this  country.  That  is  where  they  have 
developed  the  seismic  technology." 

Bowen  is  referring  to  the  High  Ampli- 
tude Anomaly  Interpretation,  or  "Bright 
Spot,"  method  of  interpreting  seismic 
soundings  of  the  Gulf  's  subterranean  for- 
mations. Essentially,  because  so  much  is 
known  about  the  Gulf,  oil  geologists 
have  been  able  to  come  to  a  more  exact 
determination  of  where  hydrocarbons 
will  be  found.  And  Bright  Spot  seems  to 
work:  Transco  has  hit  gas  or  oil  on  two 
out  of  three  exploratory  wells  in  the 
Gulf,  a  ratio  unheard  of  in  any  other 
offshore  area. 

But  technology  alone  seldom  im- 
presses bankers.  What  got  Transco  the 
money,  says  Gerry  Haeckel,  is  the  pipe- 
line's "discretionary  cash  flow."  Since 
there  is  no  reason  to  build  new  capacity, 
the  cash  flow  from  existing  lines  can  be 
reinvested  elsewhere.  Moreover,  that 
cash  flow  is  higher  these  days  than  it 
used  to  be,  due  to  the  faster  depreciation 
now  being  granted  pipelines. 

As  the  gas  supply  outlook  darkened, 
mortgage  lenders  cut  back  from  20-year 
to  eight-to- ten-year  loans  to  pipelines. 
The  pipelines,  which  once  depreciated 
over  a  33-year  period  (3%  a  year),  got 
approval  from  the  FPC — now  the  Feder- 
al Energy  Begulatory  Commission 
(FEBC) — to  speed  up  the  depreciation. 
Transco  depreciates  now  at  4.52%  and  is 
asking  the  FEBC  to  allow  5.59%.  With 
its  pipeline  40%  depreciated,  the  4.52% 
meant  $17  million  more  a  year  in  cash 
flow,  and  the  new  percentage,  if  ap- 
proved, would  add  $12  million. 


Comeback:  Despite  a  gas  famine  and  a 
regulatory  bind,  lack  Bowen  has  turned 
Transco  into  an  investor's  dream. 


Transco  is  not  out  of  the  woods.  Its 
long-term  debt  now  stands  at  $1.2  bil- 
lion, more  than  double  stockholders'  eq- 
uity of  $566  million.  Even  subtracting 
the  $327  million  of  debt  that  is  advance 
payments  for  gas,  Transco's  debt-to-eq- 
uity ratio  is  still  60%-40%.  Haeckel 
wants  to  get  it  to  50-50  by  1980. 

But  Transco's  situation  has  changed 
dramatically.  The  company  last  year  was 
able  to  negotiate  a  $200-million  oil  and 
gas  production  loan  from  a  group  of  lend- 
ers led  by  Citibank.  Bowen  and  Haeckel 
figure  the  $400  million  invested  in  oil 
and  gas  will  be  self-liquidating  as  pro- 
duction increases. 

Bowen  knows  that,  one  way  or  an- 
other, the  prices  for  natural  gas  in  the 
interstate  and  intrastate  markets  will  be 
equalized.  When  that  happens,  Transco 
will  be  able  to  buy  all  the  gas  its  custom- 
ers will  want  for  high-priority  uses:  home 
heating,  agriculture,  small  industry. 
Natural  gas  will  stay  competitive. 
Transco  now  sells  gas  for  $1.25  per  mil- 
lion BTUs — roughly  a  thousand  cubic 
feet — delivered  in  Brooklyn.  Fuel  oil 
costs  $2.75  for  the  same  amount  of  ener- 
gy. The  gas  price  will  rise  of  course,  but 
prices  for  new  gas  will  be  rolled  in  with 
historic  gas  prices,  keeping  natural  gas  as 
both  the  cheapest  and  cleanest  fuel. 

Transco  stock  has  had  its  own  bull 
market.  With  1977  earnings  at  $2.84,  up 
almost  30%  from  1976  and  over  400% 
since  1974,  it  recently  sold  at  20.  Those 
with  the  courage  to  buy  it  as  low  as  5  in 
1973  and  1974  currently  enjoy  a  22% 
return  on  their  original  cost  through  a 
$1.10  dividend.  Energy  crisis?  Or  ener- 
gy opportunity?  ■ 
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memo  from 
marsh  &  Mclennan 


It  used  to  be 
easy  to  tell  the 
good  guys  from 
the  bad  guys. 

Not  any  more.  Many  of  today's 
most  elusive  criminals  don't 
look  much  different  from  you 
and  me.  They  may  be  right 
there  on  your  payroll,  without 
you  knowing  it.  That  is,  until 
it's  too  late. 

That's  one  reason  why  banks, 
stockbrokers,  insurance  com- 
panies and  other  financial 
institutions,  though  among 
the  most  respected  elements  of 
our  business  community,  are 
beset  by  some  of  today's  most 
severe  insurance  problems. 

In  the  area  of  crime  losses 
alone,  many  financial  institu- 
tions have  had  difficulty  ob- 
taining adequate  amounts  of 
insurance  and  some  even  oper- 
ate without  coverage.  In  newer 


areas  of  insurance  coverage— 
such  as  liability  under  ERISA. 
Electronic  Fund  Transfer, 
Automated  Teller,  and  Debit 
Card -underwriters  have 
granted  insurance  either 
sparingly  or  not  at  all. 


Overall,  insurance  coverage  in 


this  field  has  undergone  several 
rounds  of  policy  restrictions 
and  substantial  increases  in 
deductibles  in  recent  years. 


Two  factors  compound 
the  situation. 

First  of  all,  the  insurance 
market  for  most  coverages 
purchased  by  financial 
institutions  is  served  by  a 
limited  number  of  insurance 
companies,  few  of  size,  and 
several  offering  only  special- 
ized lines  of  coverage. 

Second,  in  the  category  of 
crime  insurance  coverage,  the 
insurance  industry  has  paid 
out  tremendous  sums  of  money 
over  the  past  five  years, 
resulting  in  large  operating 
deficits  even  after  taking  into 
account  investment  income. 

Consequently,  there  is  a  crucial 
shortage  of  the  capital  and 
surplus  necessary  to  provide 


for  the  insurance  requirements 
of  the  financial  community 
Paradoxically  these  factors 
have  converged  at  a  time  when 
the  risks  of  loss  confronting 
financial  institutions  have  in- 
creased many  times  because  of 
new  technologies  and  business 
expansion,  coupled  with 
changes  in  the  social  and  legal 
environment  in  which  financial 
institutions  operate. 

How  Marsh  &  McLennan 
is  tackling  the  problem. 

Specialization!  By  bringing 
together  a  group  of  financial 
institution  insurance  profes- 
sionals and  making  this  a 
Marsh  &  McLennan  resource 
available  to  our  clients  any- 
where. The  diversity  of  skills 
represented  by  this  group, 
which  can  be  tapped  through 
our  offices,  includes  experts  in 
risk  analysis,  underwriting, 
claims  management  and  loss 
prevention,  as  they  relate  to  the 
truly  unique  loss  exposures 
faced  by  financial  institutions. 

This  group  is  actively  engaged 
in  an  attempt  to  ease  the  pres- 
sure on  financial  institutions 
by  increasing  the  underwriting 
capacity  available  to  them,  and 
by  seeking  widespread  industry 
support  for  these  efforts. 

Further,  in  the  area  of  crime 
claims,  difficulty  in  establish- 
ing and  proving  losses  is  one  of 
the  most  troublesome  and  frus- 
trating aspects  of  this  type  of 
insurance.  Marsh  &  McLennan, 
by  concentrating  the  skills  of 
its  people  in  this  field  is 
thoroughly  knowledgeable  in 
the  details  necessary  to  estab- 
lish claims  properly  with  insur- 
ers. Also,  we  offer  specific 
experience  in  the  mechanics 
of  documenting  proof  that 
losses  were  insured  in  those 


cases  where  discovery  of  the 
losses  was  made  long  after  the 
crimes  had  been  committed. 

Most  of  all.  Marsh  &  McLennan 
has  learned  through  special- 
ization that  standards  for  loss 
prevention,  consistently 
applied  are  the  best  way  to  pre- 
vent or  to  reduce  losses,  and  in 
turn,  to  reduce  premiums. 

Simply  put,  no  insurance  bro- 
ker is  better  equipped  or  is  bet- 
ter organized  to  respond  to  the 
diverse  insurance  needs  of 
financial  institutions. 

In  other  words,  we're  good  guys 
to  have  on  your  side. 


If  you'd  like  to  know  more,  we 
have  prepared  a  kit  containing 
up-to-date  information  on  this 
important  subject,  which  we'll 
send  you  on  request.  Write  to 
Dept.  400  FB.  Marsh  & 
McLennan.  Incorporated, 
1221  Avenue  of  the  Americas. 
New  York.  N.YA0020. 


Our  specialists  in  insurance Jor  financial 
institutions  are  ready  to  serve  you. 


Marsh  & 

McLennan  

S 1978.  Marsh  &  McLennan.  Incorporated 


What !  Your  copier  doesn't 
collate,  jog,  and  staple? 

Better  call  Kodak. 


This  Kodak  copierdoes  it  all.  In  one  single  machine  In 
one  automatic  operation.  Saves  you  time  and  money 

Kodak  gives  you  several  ways  to  save  even  more:  With 
on  introductory  plan.  A  two-year  plan.  A  multiple- 
placement  plan.  It's  as  good  a  copier  deal  as  you  can 
get,  and  the  best  copy  guality  in  the  business.  Call  Kodak 
for  a  closer  look: 

(800)  828-1450 

In  New  York  State:  (800)  462-4890.  Or  write:  A.  Angert, 
Eastman  Kodak  Company.  Dept.  CD8387.  Rochester.  N  Y  14650 


Kodak  Ektaprint  copier-duplicators 


How  BankAmerica  Passed  Citicorp 


In  the  world  of  banking, 
the  fruits  of  victory 
do  not  always  go  to 
the  swift:  Steadiness 
and  caution  often  get 
there  first.  Remember 
the  fable  about  the 
tortoise  and  the  hare? 

By  PAUL  STURM 

Step  back  to  October  1971.  Citicorp 
Chairman  Walter  VVriston — colorful,  dy- 
namic and  eminently  quotable — hosted  a 
dinner  for  security  analysts  at  his  bank's 
Park  Avenue  offices.  The  message:  Ag- 
gressive Citicorp  management  could 
produce  regular  15%  earnings  gains. 
Wriston  proceeded  to  do  just  that.  The 
very  next  year  Citicorp  put  on  a  20% 
earnings  spurt  and  sailed  past  President 
Tom  Clausen's  larger  BankAmerica 
Corp.  to  become  the  most  profitable 
banking  institution  in  the  U.S.  Suddenly 
banks  became  "growth"  stocks.  Shares  in 
Citicorp,  leader  of  the  pack,  commanded 
20  times  earnings — a  25%  premium  over 
stodgy  BofA. 

But  last  month,  Clausen's  bank  was 
back  in  the  lead.  Its  1977  earnings,  a 
record  $395  million,  topped  Citicorp  s 
by  $14  million.  Tom  Clausen  isn't  given 
to  gloating,  but  in  his  quiet  way  he  says: 
"We  have  regained  our  rightful  position 
as  the  world's  most  profitable  bank." 

Behind  these  bare  figures  is  a  story  of 
two  different  strategies  and  two  different 
sets  of  circumstances.  While  Wriston's 
Citicorp  was  a  leader  in  go-go  banking, 
Clausen  s  BofA  remained  rather  strait- 
laced.  Instead  of  buying  money  in  Lon- 
don or  through  domestic  certificates  of 
deposit  and  lending  at  premium  rates, 
Bof\  matched  loans  to  deposits  more 
carefully.  In  fact,  when  worries  about 
overextension  and  capital  adequacy 
mounted,  Clausen  sounded  a  retreat. 

In  the  third  quarter  of  1974,  with 
would-be  borrowers  hammering  on  bank 
doors,  BofA  announced  that  it  would 
restrict  asset  growth  to  a  "sustainable" 
10%.  Go-go  banking  abruptly  went,  and 
aggressive  lenders  like  Citicorp  stopped 
counting  the  profits  from  their  high-mar- 
gined loans  and  started  worrying  about 
the  risks. 

What  happened  to  Walter  Wriston's 


The  Room  At  The  Top:  Tom  Clausen's  office  is  where  the  bucks  stop  at  BofA. 
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touted  15%  per  share  annual  earnings 
growth?  Since  1972  only  one  of  the  na- 
tion's 20  largest  banks  has  been  able  to 
meet  that  goal:  BofA.  "You  might  say," 
explains  Clausen,  "that  conservatism  has 
become  a  virtue." 

And  virtue  has  its  rewards.  BofA  and 
Citicorp  both  have  loan  portfolios  of 
about  $42  billion,  though  BofA's  deposit 
base  is  18%  greater.  Since  1975,  howev- 
er, Citicorp  has  written  off  nearly  three 
times  as  many  bad  loans.  Still,  the  New 
York  bank  has  nonperforrning  assets — 
loans  that  aren't  current — of  almost  $1.7 
billion,  four  times  BofA's  figure.  These 
are  a  potential  drain  on  future  earnings, 
and,  despite  its  weaker  position,  Citi- 
corp has  a  reserves-to-total-assets  ratio  of 
0.70  vs.  BofA's  stronger  0.84. 


made  Giannini's  maverick  bank  the 
world's  largest  by  the  time  he  died  in 
1949.  Alden  Winship  Clausen — child- 
hood'nickname,  "Tom" — went  to  work 
counting  money  in  BofA's  main  Los,  An- 
geles branch  a  few  weeks  later. 

A  self-proclaimed  "stubborn  Norwe- 
gian," Clausen  grew  up  in  a  small  Illinois 
river  town  and  was  raised  a  staunch  Pres- 
byterian. After  graduating  from  Car- 
thage College  in  Kenosha,  Wis.  and 
picking  up  a  law  degree  from  the  Univer- 
sity of  Minnesota,  he  hustled  off  to  Cali- 
fornia to  lure  his  law  school  sweetheart 
back  to  Minneapolis.  A  BofA  job  paid  the 
rent  while  he  studied  for  the  bar,  but 
Clausen  quickly  became  a  dedicated 
banker:  On  the  Saturday  of  his  wedding, 
he  worked  two  hours  late  to  track  down  a, 


Inside  the  Bottom  Line  ... 

BofA's  1,091  California  branches  give  it  far  more  retail  earnings  than 
New  York's  Citicorp.  Last  year,  consumer  business  boomed — 
and  neither  bank's  foreign  lending  produced  major  profit  gains. 
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To  say  that  this  is  a  rerun  of  the  old 
story  of  the  tortoise  and  the  hare  is  not  to 
put  down  Walter  Wriston's  considerable 
talents.  BofA's  policies,  though  less  dra- 
matic, simply  worked  better  in  its  par- 
ticular circumstances  and  in  this  time 
span.  That  makes  unflashy,  undynamie 
Tom  Clausen  a  very  impressive  banker. 
He  presides  over  $82  billion  in  assets, 
vs.  $77  billion  at  Citicorp,  and  his  bank 
regularly  turns  in  a  return  on  equity  of 
over  16%.  Only  a  few  far  smaller  regional 
institutions  do  better. 

Conservatism  wasn't  always  a  BofA 
hallmark.  Its  founder,  Amadeo  P.  Gian- 
nini,  son  of  Italian  immigrants  and  a 
onetime  fruit  peddler,  went  into  banking 
in  1904  to  serve  small  depositors  in  San 
Francisco's  market  district.  An  inauspi- 
cious beginning,  but  extensive  branch- 
ing and  California  s  spectacular  growth 


$10  bookkeeping  error. 

Soon  Clausen  became  a  lending  officer 
specializing  in  startup  high-technology 
firms  like  Memorex  and  Teledyne  that 
were  then  flourishing  in  southern  Cali- 
fornia. And  something  besides  his  long 
hours  and  concern  for  detail  impressed 
his  colleagues:  "Tom  was  more  than  just 
decisive;  he  had  an  incredible  appetite 
for  making  decisions,"  says  Joseph  Pin- 
ola,  a  23-year  BofA  veteran  who  now 
heads  Western  Bancorporation. 

Clausen  tells  a  revealing  story  about 
those  early  years:  He  can  still  tick  off  the 
precise  amount  of  his  first  big  loan  loss, 
$546,312.13.  "That  was  way  over  my 
lending  limit,  and  I  was  losing  sleep 
worrying,"  he  says.  "Then  one  of  our 
s  nior  officers  took  me  aside.  Look,'  he 
said,  'you  fouled  up,  but  the  world  won't 
tome  to  an  end.  Learn  something  from 


it.'  "  Ever  since,  claims  Clausen,  he 
hasn't  anguished  over  mistakes. 

By  1963  BofA  was  sufficiently  im- 
pressed to  move  Clausen  to  its  home 
office.  He  climbed  the  corporate  ladder 
and  headed  east  in  1966  to  Harvard  Busi- 
ness School  for  a  three-month  manage- 
ment course.  When  Rudolph  Peterson 
retired  as  BofA's  president  three  years 
later,  he  tapped  Clausen  for  the  bank's 
top  job.  Clausen  was  just  46  and  little 
known  outside. 

The  bank  Clausen  inherited,  however, 
was  far  different  from  the  one  Giannini 
built.  Until  the  Sixties,  BofA  was  a  re- 
gional institution  serving  farmers  and 
auto  dealers,  not  even  major  West  Coast 
corporations.  Peterson  saw  California's 
growth  slowing,  so  he  went  after  foreign 
business  in  competition  with  the  New 
York  banks.  Today  BofA  still  has  a  base  of 
1,091  home-state  branches,  and  it  is  the 
world's  largest  private  agricultural  lend- 
er. But  it  also  operates  in  over  100  coun- 
tries, second  in  international  scope  only 
to  Citicorp. 

Taking  control  after  that  catch-up  peri- 
od, Clausen's  challenge  was  internal. 
"People  around  here  used  to  be  very 
concerned  about  size  and  volume,"  he 
says.  "Ask  an  officer,  How's  business?' 
and  you  d  immediately  hear  how  many 
loans  he  d  made.  I  ve  tried  to  leave  my 
stamp  by  making  everyone  aware  of 
profit." 

To  do  that,  Clausen  spent  his  first  five 
years  implementing  tight  controls.  BofA 
has  its  own  "building  block"  cost  alloca- 
tion system  that  measures  return  on  as- 
sets by  operating  function  and  geo- 
graphical region.  Each  branch  is  a  profit 
center,  and  local  managers  make  pricing 
decisions  based  on  their  marginal  cost  of 
funds.  "In  the  old  days  we  lent  money  on 
the  basis  of  what  management  wanted  to 
emphasize,  says  Leland  Prussia,  BofA's 
chief  financial  officer.  "Today  a  guy 
knows  that  if  he  makes  a  cut-rate  real 
estate  loan,  hell  be  locked  into  that 
drain  on  his  earnings  30  years." 

Clausen  s  second  effort — and  present- 
ly his  top  priority — is  decentralization. 
Diffusing  power  in  a  73,000-person  orga- 
nization while  keeping  a  taut  chain  of 
command  isn't  easy.  So  far  BofA  has  split 
its  multinational  functions  into  a  World 
Banking  Group  with  operating  heads  in 
Caracas,  London,  Los  Angeles  and  To- 
kyo. It  is  gradually  giving  branch  manag- 
ers broader  authority  over  promotions 
and  salaries;  lending  officers  get  higher 
loan  limits  and  expanded  pricing 
flexibility. 

BofA  s  reddish  granite  marble  sky- 
scraper dominates  the  San  Francisco 
skyline,  and  the  view  from  the  40th-floor 
president's  suite  is  spectacular.  But  the 
glory  is  corporate,  not  personal.  Amid 
the  antique  furniture  and  green  velvet 
couches,  the  only  clues  to  Tom  Clausen's 
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personality  are  a  few  books  on  wine  and  a 
small  picture  of  his  "camp"  colleagues  at 
nearby  Bohemian  Grove. 

On  a  tightly  programmed  schedule, 
top  executives  troop  in  for  sessions  with 
the  boss.  Clausen — who  typically  works 
past  7  p.m.  and  totes  a  six-inch- thick 
briefcase  to  his  Hillsborough  home — 
knows  his  subjects  cold.  He  questions 
and  advises,  praises  and  admonishes. 
But  he  rarely  chuckles.  "I  may  not  be 
loved  around  here,  he  says,  "but  I  am 
respected.  I'm  a  perfectionist — people 
learn  that."  They  also  learn  his  sense  of 
priorities:  Clausen  has  instant  recall  for 
BofA  trivia,  but  he  keeps  his  home  and 
office  telephone  numbers  written  on  a 
credit  card  in  his  wallet. 


orchestra,  seven  professional  actors  and 
custom-made  scenery.  BofA  executives 
who  spoke  peppered  their  messages  with 
humor.  A  "Masked  Manager"  galloped 
on  stage  often  with  a  hearty  "Hi,  Ho, 
BankAmerico."  In  a  flash,  he  shortened 
customer  waiting  lines  and  speeded  up 
loan  applications.  (Sample  dialogue: 
Who  was  that  stranger?  I  don't  know, 
but  he  left  this  silver  credit  card.)  Clau- 
sen capped  the  day-long  affair  with  a 
short  pep  talk.  When  the  BofA  men  filed 
out,  they  were  professionally  informed — 
and  enthused. 

A  3,000-bottle  wine  cellar  is  the  BofA 
president's  chief  diversion.  Last  summer 
Clausen  spent  eight  days  touring  Bor- 
deaux, and  often  he'll  call  home  before 


Tom  Clausen  cultivates  any  public  im- 
age, it  is  as  a  socially  conscious  business- 
man. Remember  the  trouble  that  devel- 
oped weeks  after  Clausen  took  over  in 
1970?  Radicals  burned  a  BofA  branch 
near  Santa  Barbara,  and  the  bank — with 
its  vulnerable  office  in  Saigon — quickly 
became  the  focus  of  a  ragtag  protest  co- 
alition. Death  threats  aimed  at  its  execu- 
tives appeared  on  San  Francisco  walls, 
and  security  men  guarded  their  homes. 
To  ward  off  bomb  attempts,  BofA  bolted 
screens  to  the  tail  pipes  of  company  cars. 

Today  that  bitterness  is  gone.  An  early 
Clausen  strategy  of  talking  out  com- 
plaints and  beefing  up  BofA's  in-house 
social  policy  staff — 28  officers  and  a  se- 
nior vice  president — helped  stifle  the 


Doing  It  Together:  Instead  of  intra-executive  rivalry,  Tom  Clausen  favors  group  decision-making. 


tion.  "He  doesn't  have  as  much  fun  run- 
ning that  bank  as  most  people  would," 
remarks  one  friend.  "He  takes  the  bur- 
den of  office  very  seriously."  Adds  an- 
other: "No  amount  of  success  will  make 
Tom  colorful  or  exciting;  he  just  isn't 
gaited  that  way." 

Lack  of  charisma,  of  course,  doesn't 
keep  Tom  Clausen  from  being  effective. 
Banking  is  a  business  that,  like  any  oth- 
er, requires  a  certain  amount  of  hoopla. 
You  don't  always  motivate  employees  by 
money  or  by  short,  sharp  memos.  And 
BofA  can  be  quite  effective  at  tub- 
thumping.  Clausen  buys  it  just  as  he 
buys  accounting  or  legal  expertise. 

One  day  last  month  800  BofA  South- 
ern California  managers  met  in  the  ball- 
room of  Los  Angeles'  Century  Plaza  Ho- 
tel. Instead  of  the  typical  dry  speeches, 
the  conference  featured  an  eight-piece 


and  select  an  appropriate  bottle.  One 
recent  meal  was  built  around  hamburger 
and  Vosne  Romanee,  19.53.  What  does 
California  s  top  banker  think  of  local  vin- 
tages? "Our  whites  hold  their  own:  The 
reds  are  super  in  the  mouth,  heavy  on 
the  nose." 

Clausen  guards  carefully  the  privacy  of 
his  wife  and  two  college-age  sons.  Active 
in  civic  affairs,  he  relaxes  best  at  home 
and  shuns  the  perquisites  his  position 
could  bring.  BofA's  corporate  jet,  for 
example,  is  a  recent  acquisiton,  and 
Clausen  uses  it  only  when  commercial 
service  isn't  available.  He  also  avoids  the 
social  scene.  "Being  on  page  one  of  the 
newspaper  isn't  something  I  need  to 
build  my  confidence,"  he  says.  "I'm  a 
listener,  not  a  talker;  that's  the  only  way 
you  learn  anything." 

In  fact,  to  the  extent  that  hard-driving 


minority  groups.  Later,  Clausen  won 
praise  for  a  22-page  disclosure  code, 
which  BofA  directed  at  customers  and 
public  interest  groups,  not  just  financial 
analysts.  Last  year  he  announced  that 
the  bank  will  no  longer  pay  employee 
dues  in  clubs  that  discriminate.  This 
edict  covers  not  only  all-male  enclaves 
like  Kiwanis  and  Rotary,  but  also  more 
exclusive  entities  like  Clausen's  own  Bo- 
hemian Club. 

Such  high-principled  stands  explain 
why  BofA  s  president  caught  Jimmy 
Carter's  eye.  The  two  men  met  briefly 
only  once,  when  the  President-elect 
called  business  leaders  to  his  Georgia 
pond  house  for  advice,  but  recommenda- 
tions of  transition  talent  scouts  made 
Clausen  first  choice  to  be  Secretary  of 
the  Treasury.  His  boosters:  Du  Pont 
Chairman  Irving  Shapiro,  a  fellow  Min- 
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Giannini  heads  west 
in  1931  to  solicit 
proxies  in  his 
battle  to  keep 
control  of  BofA. 


-Howard  Stivers  in  the  Wall  Street  News. 


It  Wasn't  Always  Thus 


Though  Bank  of  America  and  Citicorp  are  now  arch  rivals, 
their  competition  is  of  relatively  recent  vintage.  In  fact, 
A.  P.  Giannini,  BofA's  colorful  founder,  once  controlled  the 
biggest  block  of  stock  in  National  City  Bank,  predecessor  to 
today's  New  York  banking  giant. 

The  tangled  tale  of  that  relationship  begins  in  1928. 
Giannini's  San  Francisco  bank  was  then  called  Bank  of  Italy, 
and  all  its  shares  were  owned  by  Transamerica,  the  holding 
company  he  set  up.  Bent  on  nationwide  expansion,  Gian- 
nini arranged — with  the  backing  of  J.  P.  Morgan  II — to 
invade  New  York.  Trans- 
america bought  Bank  of 
America,  a  small  trust  com- 
pany founded  in  1812  and 
located  on  Wall  Street. 

Soon,  however,  Giannini 
fell  out  with  Morgan.  To  so- 
lidify his  East  Coast  oper- 
ations, he  merged  BofA 
with  Blair  &  Co. ,  an  old-line 
investment  firm  run  by  Eli- 
sha  Walker,  a  Yale-educated 
blueblood,  and  Jean  Mon- 
net,  a  young  Frenchman. 
Ailing,  and  impressed  by 
Walker,  Giannini  soon 
made  him  head  oi  fYans- 
america  and  packed  off  to  a 
German  health  resort. 

Then  the  stock  m; 
collapsed.  Transamerica  was 
hurt  badly,  and  Walker  sold 
off  its  New  York  operation 
to  Charles  Mitchell,  head  of 
National  City,  for  cash  and 
9%  of  its  shares.  Walker  and 
Monnet  also  dabbled  with 
Swedish  match  mogul  Ivar 
Kreuger  in  hopes  that  his 


Keep  It  Simple:  BofA  founder  A. P.  Giannini  said  banks 
were  just  boxes  for  money.  With  one  on  every  corner, 
customers  were  bound  to  toss  their  pennies  in. 


magic  touch  could  help  them  to  get  the  needed  financing. 

Giannini  was  furious  at  his  handpicked  successors.  He 
staged  a  remarkable  recovery  and  sailed  home  to  orches- 
trate a  massive  proxy  fight.  The  battle  was  a  classic:  Walker 
and  the  Establishment  against  Giannini,  aging  banker  to  the 
common  man.  Giannini  eventually  triumphed,  helped  by  a 
train  trip  through  the  California  farm  country  to  solicit  small 
shareholders. 

Months  after  Giannini  was  securely  in  control,  however, 
Transamerica  s  San  Francisco  bank — now  officially  called 

Bank  of  America — needed  a 
$65-million  loan  from  the 
government's  Reconstruc- 
tion Finance  Corporation. 
After  getting  the  govern- 
ment help,  Transamerica 
started  selling  off  its  BofA 
stock  and  diversifying  into 
insurance.  But  the  West 
Coast  firm  held  on  to  its  Na- 
tional City — now  Citicorp — 
shares  until  1959. 

What  happened  to  all 
those  colorful  characters? 
Walker  joined  Kuhn,  Loeb 
&  Co.  and  served  on  a  host 
of  corporate  boards.  Jean 
Monnet  returned  to  France, 
entered  politics  and  eventu- 
ally helped  organize  Eu: 
rope's  Common  Market. 
Kreuger  committed  suicide 
in  1932  when  his  pyramided 
empire  collapsed.  And 
Giannini  stayed  active  in 
BofA  for  nearly  20  years — 
leaving  a  surprisingly  small 
estate,  less  than  $500,000. 
when  he  died.  — P.S. 
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nesota  law  graduate,  and  United 
Nations  Ambassador  Andrew 
Young,  who  has  followed  Clau- 
sen's career  since  a  1973  Interna- 
tional Monetary  Fund  meeting  in 
Africa  where  the  BofA  chief  urged 
more  aid  for  developing  countries. 

After  some  hard  thinking,  Clau- 
sen, a  conservative  Republican, 
took  himself  out  of  consideration 
for  a  government  job — at  least  for 
the  present.  "I  know  how  to  get 
things  done  in  the  corporate 
world,"  he  once  told  a  colleague, 
"but  I'm  not  so  sure  about 
Washington." 

At  55,  Tom  Clausen  has  headed 
the  biggest  bank  in  the  world  for 
eight  difficult  years.  His  record  is 
excellent.  So  is  the  $374,000-a- 
year  salary,  and  he  has  an  opportu- 
nity to  stay  on  another  decade. 
However,  that  probably  won't 
happen.  Clausen  would  clearly 
like  to  be  around  when  BofA 
reaches  $100  billion  in  assets — 
something  that  could  occur  in 
1979,  during  its  75th  anniversary. 
But  weeks  ago  he  elevated  four 
key  underlings  to  the  new  post  of 
vice  chairman;  and  he  is  sure  he 
won't  linger  until  retirement. 
"We'll  lose  a  lot  of  good  younger 
people  if  they  think  I'll  be  here  ten 
more  years,"  he  says. 

Regardless  of  who  is  in  charge, 
BofA  seems  ideally  positioned  for 
the  immediate  future.  Current 
earnings  gains  came  almost  entire- 
ly from  the  booming  California  re- 
tail division,  which  yielded  nearly 
50%  of  holding  company  profits. 
This  explains  in  part  why  Citicorp 
must  run  so  fast:  It  operates  in  an 
area  where  retail  banking  is  inher- 
ently unprofitable  and  yet  indis- 
pensable as  a  major  source  of  lend- 
able  funds.  Thus  Citicorp's  expen- 
sive (see  p.  84)  drive  to  automate 
its  consumer  services.  Last  year, 
when  corporate  lending  was  slug- 
gish, moreover,  BankAmerica's 
credit-card  balances — part  of  its 
retail  operation — surged  by  40%, 
to  $1.2  billion.  Eyeing  that  high- 
margined  business,  Citicorp  re- 
cently began  an  extensive  direct- 
mail  campaign  for  credit-card 
customers. 

So,  those  little  guys  whom 
Giannini  so  cleverly  courted  are 
still  BofA's  mainstay.  The  bank 
has  almost  8  million  California  accounts 
as  well  as  one-third  of  the  state's  total 
deposits.  That  includes  about  $11  billion 
in  5%  passbook  savings,  and  this  rela- 
tively cheap  money  is  six  times  the 
equivalent  figure  at  Citicorp.  "General 
Motors  can  pull  $50  million  out  of  its 
account  overnight,  but  those  savings 
deposits  are  extremely  stable,"  explains 


Cheap  Deposits, 
Profitable  Loans 

Besting  all  S&L's,  BofA  has 
$10  billion  in  passbook  sav- 
ings accounts.  It  owns  194,000 
home  mortgage  loans — the 
safest  real  estate  debt  around. 


BANKAMERICA  CORP 

I      I  CITICORP 

CZ3  AVERAGE  OF  12  LARGE 
N  Y  C.  BANKS 


banking  analyst  Perry  Keefe. 

This  cushion  allows  broad  flexibility. 
"BofA  has  incredible  muscle,  especially 
in  startup  situations,"  says  Richard  Fred- 
ericks, a  research  partner  at  Robertson, 
Colman,  Siebel  &  Weisel.  "They  can 
open  a  new  subsidiary  and  become  a 
major  factor  overnight."  Four  years  ago, 
for  example,  Bof\  opened  its  New  York 


office.  It  now  has  97  corporate 
lending  officers — more  than  local- 
ly based  Marine  Midland  and  al- 
most as  many  as  Irving  Trust. 

Being  big,  though,  also  puts  a 
premium  on  caution.  "If  BofA 
were  as  aggressive  as  Citicorp  on 
the  local  scene  here,  they'd  have 
public  opinion,  the  Federal  Re- 
serve and  the  Justice  Department 
on  their  backs  in  an  instant,"  says 
Maurice  Mann,  former  president 
of  San  Francisco's  Federal  Home 
Loan  Bank. 

Three  years  ago,  for  instance, 
BofA  kept  passbook  interest  rates 
at  4.5%  for  nearly  12  months  when 
some  of  its  competitors  moved  to 
5%.  "If  we  had  gone  up,  everyone 
else  would  have  to  follow,"  says 
Clausen,  "and  we're  not  interest- 
ed in  leading  the  pack  toward  low- 
er margins.  Maybe  that  isn't  the 
best  thing  for  our  image,  but  our 
market  share  held." 

Holding  steady,  in  fact,  is 
BofA  s  major  strength.  Unlike 
New  York  banks,  it  isn't  forced 
continually  to  innovate  and  to 
scratch  for  corporate  or  interna- 
tional business.  Its  broad  retail 
base  brings  regular  growth  with- 
out that,  and  sheer  size  makes 
BofA  an  essential  participant  in 
most  major  outside  financings.  In 
California,  meanwhile,  the  bank 
must  constantly  guard  its  flanks 
and  prepare  for  change  while  not 
charging  off  too  aggressively. 

Consider  electronic  banking. 
Terminals  in  every  supermarket 
could  obsolete  BofA's  branch  net- 
work, and  it  hasn't  been  a  leader 
in  installing  them.  But  when  BofA 
does  move,  it  will  have  learned 
from  the  errors  of  its  more  ven- 
turesome competitors.  The  same 
goes  for  nationwide  expansion. 
BofA  followed  Chase  Manhattan 
and  Citicorp  in  acquiring  a  finance 
company  subsidiary,  and  Clausen 
clearly  feels  its  372  FinanceAmer- 
ica  offices  are  the  makings  of  a  39- 
state  network  of  branches.  BofA  is 
ready,  but  not  pushing. 

Stay  around  Tom  Clausen  for 
"about  15  minutes  and  he'll  talk 
about  "laying  pipe."  That's  his 
shorthand  for  anticipating  events 
and  readying  a  response.  Subordi- 
nates lay  pipe  to  Clausen  when 
they  tell  him  about  potential 
problems;  he  lays  pipe  the  other  way 
when  he  sketches  his  expectations.  The 
expression  isn't  especially  catchy,  the 
process  isn't  particularly  glamorous.  But 
it  does  help  to  explain  why  Bank- 
America  isn't  facing  huge  loan  losses — 
and  this  big,  slow-moving  tortoise 
seems  perfectly  able  to  keep  up  with 
the  flashier,  more  dvnamic  hares.  ■ 
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If  your  insurance  rep 
can't  give  you  the  time  of  day, 
that's  un-American. 

When  you  buy  company  insurance,  you  deserve  more  than  a  bundle 
of  papers  and  a  promise. 

We  give  you  carefully  thought-out  programs.  Then  we  review 
and  update  your  coverages  regularly. 

We  give  you  the  time  of  day -any  day  you  need  it.  That's  the 
American  way,  the  American  Mutual  way. 


J\meriean 
Mutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


Breaking  The  Code 

Whatever  happened  to  the  Universal 
Product  Code?  It  is  bogged  down,  thanks 
in  part  to  high  capital  costs,  labor  union 
lobbying  and  consumerist  picketing. 


For  being  everywhere,  the  Universal 
Product  Code  must  rank  with  the  U.S. 
dollar  and  Mickey  Mouse.  This  year  the 
little  band  of  parallel  lines  that  make  up 
the  code  will  appear  on  some  170  billion 
packages,  mostly  grocery  products  but 
also  greeting  cards,  records  and  maga- 
zines (see  the  lower  left  corner  of 
Forbes'  front  cover).  Some  85%  of  all 
grocery  packages  in  the  U.S.  carry  the 
code.  It  has,  nevertheless,  been  a  big 
disappointment  to  its  sponsors. 

It  was  conceived  in  the  early  1970s 
jointly  by  food  processors,  supermarket 
retailers  and  equipment  manufacturers 
and  hailed  as  the  sure  way  to  speed  up 
supermarket  checkout  lines.  Passing  the 
code  on  any  package  over  a  laser  slit  in 
the  checkout  counter  would  instantly 
identify  the  item,  its  size  and  price.  No 
need  for  a  clerk  to  search  for  the  price 
sticker,  then  punch  it  on  a  machine. 
Consultants  McKinsey  &  Co.  foresaw 
that  if  5,000  to  10,000  supermarkets 
were  equipped  to  read  it  in  1975,  the 
potential  annual  savings  would  be  $140 
million — quite  alluring  for  an 
industry  making  only  $1  billion 
pretax  at  the  time. 

The  disappointment  lies  in 
the  fact  that,  of  those  170  bil- 
lion coded  packages,  fewer 
than  40  million  a  week  get  de- 
coded. At  last  count,  not  5,000 
but  just  208  U.S.  supermarkets 
(plus  a  Navy  commissary  in 
Norfolk,  Va.  and  five  food 
stores  in  Canada)  have  installed 
scanners.  Among  the  biggest 
U.S.  chains,  Safeway  Stores 
has  made  the  most  progress — 
with  only  seven  stores 
equipped  out  of  2,439.  Num- 
ber-two chain  Great  Atlantic  & 
Pacific  Tea  Co.  has  only  two 
stores  with  scanners;  third- 
ranked  Kroger  Co.,  a  pioneer 
in  scanner  development,  just 
four;  and  shrewd  Winn-Dixie 
Stores,  only  two. 

What  went  wrong?  Cost,  for 
one  thing.  Scanners  aren't 
cheap.  Converting  a  ten-check- 
out-lane    supermarket  from 


manual  registers  to  scanners  costs  from 
$100,000  to  as  much  as  $300,000.  "Un- 
less a  store  does  $100,000  a  week  in  gross 
sales,  scanning  is  going  to  be  a  marginal 
thing,"  says  Winn-Dixie  President  Bert 
Thomas.  That  rules  out  four-fifths  of  the 
32,700  U.S.  supermarkets.  Low  profit- 
ability rules  out  many  of  the  remaining 
20%.  This  is  a  low-profit  industry,  by  and 
large,  and  could  not  easily  come  up  with 
the  billions  of  dollars  necessary  to  install 
complex  new  capital  equipment. 

Where  they  do  spend  money,  super- 
markets tend  to  prefer  less  capital-inten- 
sive systems.  Last  year  food  retailers 
spent  about  $200  million  on  checkout 
equipment,  but  less  than  $10  million 
went  for  scanners.  Sales  of  simpler  elec- 
tronic cash  registers  and  other  point-of- 
sale  equipment  were  up  over  20%  to 
around  40,000  units  a  year.  This  gear, 
made  by  companies  like  NCR  and  Litton 
Industries  Sweda  Division,  and  which 
costs  only  a  fraction  of  the  price  of  a 
scanner  yet  does  many  of  the  same 
chores,  was  for  the  most  part  developed 


How  It  Works:  The  bars  represent  digits  to  the 
scanner.  The  first  five  digits  identify  each  pro- 
ducer, the  second  five  each  separate  product  made. 


after  an  industry  committee  under  H.J. 
Heinz  Vice  Chairman  R.  Burt  Gookin 
gave  the  code  the  go-ahead. 

Then,  too,  there  was  unforeseen  po- 
litical trouble.  The  code's  object  was  to 
end  item  pricing — the  costly,  hand- 
marking  of  each  separate  package.  But 
since  1975  a  half-dozen  states — including 
California  and  New  York — have  passed 
laws  forcing  stores  to  retain  item  pricing. 
As  often  happens  with  new  technology, 
scanners  collided  with  vested  interests. 

What  happened  was  that  the  timing  of 
the  code's  first  appearance  was  terrible. 
It  coincided  with  a  virulent  burst  of  food- 
price  inflation.  By  chance,  the  militant 
Consumer  Federation  of  America  was 
then  run  by  Carol  Foreman,  whose  hus- 
band, Jay,  is  a  top  official  of  the  Retail 
Clerks  International  Union,  AFL-CIO. 
So  labor  (worried  over  jobs)  joined  with 
consumers  (worried  lest  scanners  be 
used  to  speed  up  price  hikes)  to  lobby 
successfully  for  item-pricing  laws.  Fore- 
man later  parlayed  the  publicity  she  got 
in  those  supermarket-picketing  days  into 
a  $50,000-a-year  job  as  Assistant  Secre- 
tary of  Agriculture. 

Legally  mandated  item  pricing— now 
before  16  more  state  legislatures  thanks 
partly  to  the  Foremans — probably  wipes 
out  20%  of  the  savings  expected  from 
scanners.  And  more  important,  cheaper 
electronic  checkout  systems  provide 
many  of  the  benefits  of  a  full-scale  scan- 
ning system.  For  example,  a  store  using 
its  own  code  and  an  NCR  255  system  can 
look  up  prices  on  some  10,000 
items.  Yet  the  255  costs  only 
$4,500  vs.  $9,600  for  NCR's 
lowest-priced  scanner — even 
after  NCR's  recent  20%  cut  in 
scanner  prices. 

The  code  still  has  ardent  sup- 
porters. Heinz  Burt  Gookin  is 
a  true  believer  in  what  was, 
after  all,  partly  his  brainchild. 
Several  smaller  chains  are 
pushing  code  use:  Wegmans 
Food  Markets,  Inc.  in  upstate 
•  New  York  has  18  scanning 
stores;  Los  Angeles'  Ralphs,  a 
supermarket  unit  of  Federated 
Department  Stores,  will  soon 
have  13;  and  Washington, 
D.C.'s  Giant  Foods  has  a  third 
of  its  115  stores  on  scanners 
and  expects  to  have  four-fifths 
by  1981.  "We  feel  we  are  get- 
ting a  jump  on  our  competi- 
tors,'' says  Giant  Chairman  Jo- 
seph B.  Danzansky. 

Maybe,  but  for  now  the  scan- 
ners seem  an  idea  whose  time 
has  not  vet  come.  ■ 
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General  Cable's  acquisition  of  Sprague  Electric  Company 
greatly  expands  our  market  base,  increases  our  sales  volume  and 
provides  greater  profit  potential. 

Sprague  electronic  components  including  capacitors,  inte- 
grated circuits,  transistors,  hybrid  circuits  and  interference  filters  find 
wide  application  in  home  entertainment  products,  computers, 
autos,  telephone  equipment,  aerospace  and  countless  other  indus- 
trial and  consumer  products. 


General  Cable  produced 
and  installed  this  fiber  optic 
cable,  a  first 
in  lightwave 
communication 
...but  cable 
isn't  our 
only  business. 


Sprague  is  also  involved  in  MOS 
memory  circuits  and 
microprocessors  through  its 
investment  interest  in  Mostek 
Corporation. 

Sprague's  products  and 
markets  add  effective 
diversification  to  General  Cable  s 
established  position  as  a  principal 
supplier  of  wire,  cable  and  related 
equipment  to  power  and  communi- 
cations utilities,  manufacturers,  and  the  construction  industry. 

Our  two  companies  belong  together.  Both  make  products  which 
though  different,  are  vital  links  in  the  transfer  and  control  of  electrical 
energy.  Both  have  earned  strong  positions  in  the  electrical  and 
electronic  markets  through  high  technical  standards,  innovation, 
product  quality,  and  service  reliability. 

When  a  world  leader  in  cable  applies  its  resources  to  other 
dynamic  areas— it  helps  you  lead  an  easier,  more  productive  life. 

For  further  information  write:  General  Cable  Corporation.  Dept. 

I        1 00-54,  500  West  Putnam  Avenue, 
^^fNr^ANK^I         Greenwich.  Connecticut  06830. 


abler/ 


More  than  cable. 


IBM  Reports:  Helping  p 

Information  is  one  of  today's  most  important  resources. 
Here  are  some  ways  IBM  products  help  put  it  to  use  more  productively 

for  the  benefit  of  everyone. 


Simulation  helps  study 
of  back  problems 

Though  millions  of  Americans  suffer  from  back 
problems,  the  complex  structure  of  the  spine  has  been 
difficult  to  study.  Now,  however,  using  a  mathematical 
model  of  the  spine  developed  on  an  IBM  computer  at 
the  Chicago  Circle  campus  of  the  University  of  Illinois, 
engineers  are  providing  orthopedists  with  valuable 
information  about  the  mechanics  of  the  human  backbone 
The  illustrations  at  the  left,  for  example,  derived  from 
computer  information,  show  what  may  happen  to  the  spine  a  split  second  after 
the  crash  of  a  car  driving  30  miles  per  hour.  The  model  simulates  and  predicts 
the  results  of  alternative  braces  and  therapies,  helping  physicians  determine  th 
most  effective  treatment.  It  also  serves  scientists  and  industrial  safety  engineei 
searching  for  ways  to  prevent,  as  well  as  treat,  back  injuries  and  diseases. 


On-board  computers  to  guide  space  shuttle 

Early  in  the  1980s,  when  all  flight  tests  are  completed,  NASA  will 
send  Americas  first  reusable  spacecraft,  the  Space  Shuttle,  into 
orbit.  Five  IBM  computers  on  board  will  support  the  Shuttle  in  its 
mission.  They  will  collect  flight  performance  data  from  hundreds  of 
sensors,  instantly  analyze  it,  and  then  display  the  information  on 
screens  to  the  pilots  and  crew— all  the  information  they  will  need  to 
navigate  and  control  the  craft  from  launch  to  reentry  and  landing. 
While  in  orbit,  the  Shuttle  will  collect  information  designed  to 
improve  weather  forecasts,  locate  new  sources  of  oil  and  natural 
gas,  provide  land  studies  that  can  help  increase  crop  yields,  and 
track  water  and  air  pollution. 


formation  to  work  for  people 


Small  computer  brings  big  gains 
in  serving  customers 

rl  have  an  emergency.  Is  there  any  cash  value  in  my 
[policy  ?"  "How  can  I  change  the  beneficiary  of  my 
ipolicy?"  "What  will  happen  if  I'm  late  with  a  premium 
(payment  ?"  These  are  typical  questions  asked  by  the 
holders  of  more  than  135  million  individual  life 
^insurance  policies. 

American  Woodmen's  has  been  answering  such 
questions  since  the  turn  of  the  century,  but  this  Denver- 
based  life  insurance  company  is  handling  the  job  better 
than  ever  now.  A  small  IBM  computer  stores  up-to-date 
information  on  more  than  50,000  policies. "Ours  is  a 
service  business,"  says  Vice  President  of  Operations 
Tom  Yates,  "and  thanks  to  the  computer,  we're  able  to 
i^ive  our  customers  a  very  high  level  of  service!' 


Erterpri*8. 


Life- sustaining  efficiency  at  a 
Red  Cross  blood  bank 

When  a  doctor  orders  a  blood  transfusion, 
instant  information  about  the  availability  of 
the  type  of  blood  needed  can  be  a  matter  of 
life  or  death.  In  Los  Angeles,  the  Red  Cross 
uses  a  small  IBM  computer  and  four  IBM 
Blood  Cell  Processors  to  supply  information 
—and  blood— to  more  than  220  hospitals. 

The  computer  maintains  current  data  on 
1,500  pints  of  rare,  frozen  blood  by  type, 
quantity  and  location,  and  on  donors  who 
may  be  contacted  if  a  certain  type  of  blood 
becomes  scarce.  When  red  blood  cells  are 
needed,  frozen  cells  are  thawed,  then  cleansed 
of  preservative  and  certain  impurities  by  the 
Blood  Cell  Processors.  This  rapid  "washing" 
technique  substantially  reduces  the 
likelihood  of  allergic  and  other  adverse 
patient  transfusion  reactions. 


Trewaste  watchers 
and  see  how  the  right  paper  service 
can  give  you  more  for  your 
maintenance 


Bigger  is  better. 

When  it  comes  to  saving  mainte- 
nance time,  a  bigger  paper  service 
is  almost  always  better.  And  Fort 
Howard  has  a  bigger  paper  service 
for  almost  every  need. 

Like  a  large-roll  tissue  service 
and  a  large-roll  towel  service  that 
cuts  changing  time  almost  in  half. 
And  a  folded  towel  service  that 
uses  a  larger  cabinet  to  cut  refills 
and  reduce  refilling  time. 


Billow®  Tissue  is  bigger. 

Take  our  Billow  tissue,  for  example. 
It  has  1800  sheets  in  each  roll.  Yet  it 
will  fit  on  most  fixtures  that  hold 
a  standard  1 000-sheet  roll  of  tissue. 

The  result?  Your  maintenance 
man  has  to  come  around  less  often. 
So  he  has  more  time  for  other  duties. 
Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watcher.  Before 
another  minute  slips  away. 


Fort  Howard  Paper 

Green  Bay.  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


A  (True)  Fairy  Tale 

This  is  a  tale  of  two  middle-aged  city  dwellers 

who  quit  the  New  York  rat  race  for  the 

country — and  turned  a  nice  profit  in  the  process. 


By  MAXWELL  KING 

Just  a  couple  of  months  ago  William  S. 
Blair,  60,  gave  Richard  M.  Ketchum,  55, 
a  well-deserved  raise  from  $25,000  a 
year  to  $35,000.  And  Ketchum,  not  to  be 
outdone,  returned  the  favor:  He  gave 
Blair  a  $10,000  raise  to  $35,000,  too. 
That's  just  one  of  the  signs  that  Blair  6- 
Ketchum's  Country  journal,  a  fledgling 
magazine  started  less  than  four  years  ago 
by  a  couple  of  middle-aged  refugees 
from  Manhattan,  has  negotiated  the 
treacherous  ground  from  investment  to 
profit. 

Some  other  signs:  The  Country  Jour- 
nal is  in  the  midst  of  its  first  break-even 
fiscal  year,  and  is  expected  to  turn  a 
modest  profit  by  year's  end;  circulation 
has  made  a  steady  climb  from  around 
30,000  in  the  spring  of  1974  to  about 
150,000  today;  ad  revenues,  which  had 
started  around  $10,000  an  issue,  reached 
$100,000  last  October. 

"I  have  a  five-year  projection,"'  says 
Blair,  the  publisher,  but  I'm  not  always 
sure  I  believe  it.  The  projection, 
though — somewhere  between  $250,000 
and  $500,000  net  profit  after  taxes  on 
350,000  circulation — is  not  unreasonable 
for  a  magazine  that  has  grown  as  success- 
fully as  Country  Journal.  Of  the  250  to 
300  new  magazines  conceived  in  the 
U.S.  each  year,  only  about  10%  survive, 
and  many  of  those  take  longer  than  four 
years  to  reach  a  break-even  point. 

Ketchum,  the  editor,  offers  a  subtle 
blend  of  down-home  country  wisdom 
and  very  slick  big-city  magazine  packag- 
ing for  a  growing  market:  the  fairly  well- 
to-do,  well-educated  part  of  the  popu- 
lace that  has  rejected  the  cities  and  the 
suburbs  and  moved  to  rural  America. 
U.S.  Bureau  of  the  Census  figures  show 
that,  since  1970,  the  rural  population  of 
the  U.S.  has  grown  about  60%  faster 
than  the  urban  population.  And  in  Ver- 
mont, where  Blair  and  Ketchum  chose  to 
bring  the  Country  Journal  to  life,  in  the 
past  15  years  the  rural  areas  have  more 
than  recouped  the  population  losses  of 
the  previous  century. 

Blair  and  Ketchum  did  not  discover 
this  market  by  accident,  though.  Rather, 
they  are  a  part  of  it.  Both  men  spent 

FORBES,  MARCH  6,  1978 


years  in  New  York  publishing — Ket- 
chum as  book  editor  of  American  Heri- 
tage and  Blair,  most  recently,  as  publish- 
er of  Harpers  magazine — and  both 
became  foot  soldiers  in  the  monotonous 
march  from  city  home  to  country  home 
after  they  bought  farms  in  southern  Ver- 
mont. In  the  early  1970s  they  decided  to 
trade  the  weekly  commute  to  Vermont 
for  an  occasional  commute  to  New  York. 
"I  had  become  sort  of  discouraged  with 
what  I  was  doing  at  Harper's,"  says 
Blair,  who  has  owned  his  220-acre  farm 
in  Guilford,  Vt.  for  14  years.  Meanwhile, 
Ketchum's  book  division  of  American 
Heritage  had  grown  to  over  150  persons 
and  he  felt  he  had  become  "a  personnel 
manager.  I  wasn't  doing  any  writing,  and 
little  editing,"  recalls  Ketchum.  He  left, 
too,  and  moved  to  his  farm  in  Dorset,  a 
little  more  than  50  miles  from  Blair, 
where  he  continued  to  handle  some  edit- 
ing duties  for  American  Heritage  and 
wrote  three  books. 

Though  neither  man  had  met  the  oth- 
er, they  shared  an  idea:  Weren't  there 
enough  people  like  them,  well-to-do  and 


active  and  building  a  fairly  sophisticated 
life  in  the  country,  to  support  a  magazine 
that  told  them  how  to  do  it  and  provided 
well-written  articles  about  the  issues  and 
pleasures  of  country  life?  When  Blair 
and  Ketchum  met  in  Vermont  through  a 
mutual  friend,  they  soon  agreed  that 
their  idea  was  worth  a  shot.  They  invest- 
ed $40,000  of  their  own  money  in  a  test 
mailing  to  see  if  enough  readers  in  the 
New  England  area  were  interested.  The 
mailing  produced  a  5%  return  (readers 
who  wanted  to  subscribe),  providing 
Blair  and  Ketchum  with  an  impressive 
$30,000  in  subscriber  money  for  their 
$40,000  investment.  They  proceeded  to 
raise  another  $225,000  from  small  inves- 
tors— "mostly  friends  and  some  family," 
says  Blair — and  got  the  first  issue  out  in 
May  1974.  Now  the  investors  own  about 
one-third,  the  employees  have  been  giv- 
en about  7%  and  Ketchum  and  Blair 
each  retain  about  30%. 

The  relaxed  pace  of  the  Country  Jour- 
nal is  exemplified  by  its  office  arrange- 
ments: Because  Blair's  and  Ketchum's 
farms  are  50  miles  apart,  so  are  their 
offices — editorial  in  Manchester  and 
business  in  Brattleboro.  The  two  men 
communicate  by  phone  with  one  another 
and  their  printer  in  Washington,  D.C. 
Blair,  doing  business  in  corduroy  pants 
and  an  old  shirt,  from  a  desk  that  consists 
of  two  folding  tables  pushed  together, 
answers  the  phone  with  a  cheerful,  "Hi, 
Mortimer.  If  it's  short  and  it's  very  good 
news,  I'll  take  it.  Otherwise,  let's  do  it 


Publisher  Blair's  Unpretentious  Office:  " 

five  times  the  phone  bill,  now  the  phone 


When  I  was  in  New  York  the  rent  was 
bill  is  five  times  the  rent." 


Announcing  an  authoritative 
new  source  for  commodity  news 


Free  ammunition  for  seasoned 
traders— a  futures  bulletin 
from  one  of  the  largest  com- 
modity brokers  in  the  world. 
Includes: 

A  summary  of  the  week's 
activity  for  up  to  12  com- 
modities. Trading  patterns. 
Charts.  Technical  and  funda 
mental  analyses.  Our  rec 
ommended  strategies. 
And  much  more. 

Thoughtful.  Disci- 
plined. Fact-filled. 
And  free.  Call  or  mail 
this  coupon  today. 

Mail  or  call  today-for  FREE  copy 

Write:  Merrill  Lvnch  Service  Center,  P.O.  Box  6118,  Chi.,  111.  60680 
Call:  800-243-5000  toll-free  (1-800-882-5577  in  Connecticut). 
□  YES,  please  send  me  the  latest  issue  of  your  special  futures  bulletin- packed 
with  free  ammunition  for  the  seasoned  trader. 

Name  


Address. 
City  


.State. 


Home  Phone. 


_Zip_ 


Business  Phone  . 

Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


SF00306WFR 

Merrill  Lynch  Pierce  Fenner  &  Smithing  j 

i  Copyright  1977  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  .SIPC: 


the  man  you  want 
to  succeed 
reads 
Forbes 


Editor  Ketchum  On  The  Job:  He  has 

brought  a  distinctive  look,  and  a 
national  award,  to  Country  journal. 


tomorrow.  "  Up  in  Manchester,  Ketchum 
and  his  editors  go  cross-country  skiing  at 
lunch  and  frequently  take  time  off  for 
chores.  ("In  the  spring,  when  the  garden 
calls,  you  go  home  and  plant  the  garden 
and  then  read  manuscripts  at  night, 
says  Managing  Editor  Denis  G. 
Meacham.) 

That  sense  of  ease  translates  readily 
into  the  magazine  itself.  It  contains  a 
melange  of  service  articles  (growing  po- 
tatoes, heating  with  wood,  ice  fishing) 
with  more  serious  works  on  rural  medi- 
cine and  the  damage  done  to  drinking 
water  by  salt  on  the  roads  of  New  En- 
gland. All  that,  along  with  regular  col- 
umns on  cooking  and  weather,  are 
wrapped  in  a  colorful  package  that  is 
striking  enough  to  have  won  a  National 
Magazine  Award  in  the  second  year  of 
the  publication's  existence.  Ketchum's 
intuitive,  rather  than  planned,  style  of 
editing  provides  surprises  (an  essay  on 
life  in  a  marina  in  California)  but  also  has 
lent  a  consistent  personality  to  Country 
Journal.  "If  your  instincts  are  right  and 
enough  people  agree  with  you,  then 
that's  your  audience,"  he  says.  "But  if 
you  just  get  an  audience  of  one,  and  it's 
you,  of  course  you  don't  have  a  very 
successful  magazine." 

Their  magazine  is  successful  enough 
that  Blair  and  Ketchum  are  thinking  of 
regional  editions  (the  proportion  of  read- 
ers outside  New  England  has  already 
risen  from  20%  to  46%  and  the  New 
England  flavor  of  the  magazine  is  becom- 
ing less  pronounced).  Moreover,  they've 
published  one  book  and  plan  to  publish 
several  more. 

Not  surprisingly,  approaches  have 
been  made  by  big  corporations  interest- 
ed in  buying  them  out.  "I  just  say  Thank 
you,  and  we'll  put  it  on  file,'  "  says  Blair, 
who  didn't  come  all  the  way  to  Vermont 
just  to  work  for  a  big  company.  ■ 
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The  Double  Wham  my 

The  stock  market  has  been  terrible  and  the  brokerage 
business  has  been  even  worse,  which  means  the  brokerage 
stocks  have  had  a  double  whammy.  Is  it  time  to  buy  them? 


There  is  no  harder  stock  sale  for  Wall 
Streeters  than  their  own  industry.  Since 
1972  an  index  of  ten  publicly  held  bro- 
kerage house  stocks  has  fallen  over  60% 
while  the  S&P's  500  index  has  dropped, 
yes,  but  by  24%.  The  stock  of  Merrill 
Lynch,  a  highly  diversified  broker  and 
the  General  Motors  of  the  industry,  has 
fallen  49%  since  it  went  public  at  $28  a 
share.  For  others,  the  drop  has  been 
even  more  severe.  Donaldson,  Lufkin  & 
Jenrette,  which  first  went  on  the  market 
at  $15  in  1970,  recently  languished  at 
$2.50  a  share. 

DLJ  was  the  first  brokerage  house 
member  of  the  New  York  Stock  Ex- 
change to  challenge  the  rules  and  be- 
come a  public  corporation.  This  break 
enabled  other  privately  held  firms  to 
follow  suit  and  build  a  permanent  capital 
base  for  Wall  Street's  increasingly  capital 
intensive  industry.  Going  public  in  the 
heyday  of  the  market  kept  many  alive  in 
subsequent  periods  of  chaos.  But  today 
the    public    investors    in  brokerage 


stocks  have  nothing  to  cheer  about. 

The  total  market  value  of  these  bro- 
kerage stocks  is  now  only  $883  million — 
equal  to  less  than  half  the  market  value 
of  McDonald's,  the  hamburger  king.  You 
could  buy  quite  a  large  segment  of  Wall 
Street  for  less  than  you  would  pay  for  all 
of  Walt  Disney.  Currently  all  these  bro- 
kerage house  stocks  are  selling  below 
their  book  value. 

The  bad  news  continues:  Recent  earn- 
ings announcements  suggest  that  poor 
profits  and  consolidation  in  the  industry 
will  continue.  The  year  1977  witnessed 
28  mergers  (including  two  public  firms — 
Dean  Witter  and  Reynolds)  and  19  firms 
went  out  of  business. 

Earnings  for  Merrill  Lynch,  which 
represents  57%  of  the  industry's  total 
market  value,  fell  58%  to  $1.25  a  share 
last  year.  Merrill  Lynch  was  lucky.  Wee- 
den  Holding  Corp.  lost  $1.41  a  share  for 
the  fiscal  year  ending  in  September.  In 
the  next  quarter  losses  climbed  to  $6 
million.  Weeden  is  now  abandoning  a 


major  part  of  its  business  in  off-board 
trading  of  listed  stocks,  which  requires 
costly  securities  inventories.  Even  First 
Boston  Inc. ,  a  firm  involved  in  lucrative 
areas  like  mergers  and  private  place- 
ment, had  a  bad  year.  Earnings  fell  to 
$1.05  from  a  healthy  $5.55  the  year  be- 
fore primarily  because  of  lower  income 
from  bond  trading. 

Since  May  1975  negotiated  commis- 
sion rates  for  institutions  and  the  result- 
ing discounting  have  slashed  profits.  In 
an  attempt  to  stem  the  losses,  Shearson 
Hayden  Stone,  Donaldson  Lufkin  &  Jen- 
rette and  Paine  Webber's  subsidiary, 
Mitchell  Hutchins,  recently  announced 
they  were  raising  their  institutional  com- 
mission rates. 

Regulation  changes  have  set  the  in- 
dustry in  turmoil.  The  stock  market  itself 
is  in  the  doghouse.  Wall  Street  is  thick 
with  gloom.  Things  couldn't  look  darker. 

All  of  which — if  you  are  a  contrarian — 
could  be  a  strong  argument  in  favor  of 
buying  some  of  these  stocks.  ■ 


The  Hardest  Sell— Wall  Street's  Own 


The  total  market  value  of  brokerage  house  stocks  is  now  less  than  half  the  market  value  of  McDonald's,  the 
hamburger  king.  The  gloom  is  so  pervasive  that  contrarians  must  be  at  least  curious. 


Company 

Market 
Value  of 
Common 
(millions) 

Recent 
Common 
Price 

Historic 
Common 
Price 
Range 

Recent 
Book 
Value 
Per  Share 

Number 
of  Shares 
Outstanding 
(thousands) 

Price/ 
Earnings 
Ratio 

Latest 
12-Month 
Earnings 
Per  Share 

Bache  Group 

$43.5 

5% 

18%- 

-2% 

$15.50 

7,397 

18 

$0.32 

Donaldson,  Lufkin  &  Jenrette 

24.8 

3 

18%- 

-1% 

6.53 

8,251 

75 

0.04 

A.G.  Edwards 

29.3 

14% 

18%- 

-2% 

16.65 

2,036 

4 

3.43 

First  Boston 

47.8 

15V4 

58V4- 

-7V2 

26.78 

3,137* 

15 

1.03 

E.F.  Hutton 

70.2 

12 

25%- 

-3% 

18.35 

5,853 

4 

2.72 

Merrill  Lynch 

505.2 

14% 

46  - 

-6V2 

18.29 

35,147 

12 

1.25 

Paine  Webber 

36.7 

6% 

16%- 

-1% 

10.38 

5,345 

6 

1.08 

Shearson  Hayden  Stone 

23.1 

5Vz 

13%- 

-1% 

12.00 

4,200 

3 

1.94 

Weeden  Holding 

8.5 

5Va 

50  - 

-3 

20.75 

1,618 

-6.92 

Dean  Witter  Reynolds 

94.3 

12 

21%- 

-4V4t 

17.87 

7,855 

5 

2.51t 

*  Includes  675,000  nonvoting  class-A  capital  stock,    t  These  figures  do  not  include  the  Reynolds  merger. 
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A  Tale  Of  Two  Companies 

One  was  rich,  prestigious  and  privileged,  the  other 
poor  and  struggling.  Guess  which  one  is  coming  out  on  top. 


By  KATHLEEN  K.  WIEGNER 

Last  year  should  have  been  a  great 
year  for  Weyerhaeuser  Co.  Weyer- 
haeuser clearly  had  thought  so  when  it 
confidently  predicted  record  earnings 
early  in  1977.  And  why  not?  After  all, 
some  40%  of  Weyerhaeusers  earnings 
traditionally  come  from  the  housing  in- 
dustry, and  housing  starts  were  up  25%, 
causing  plywood  and  lumber  prices  to 
soar  23%  to  24%.  Other  companies  with 
a  strong  position  in  housing  were  cer- 
tainly cashing  in.  Potlatch  s  net  rose  30% 
in  1977,  Georgia-Pacific's  22%  and 
Crown  Zellerbach's  net  was  up  12%. 
Weyerhaeuser?  It  failed  to  show  a 


gain;  in  fact,  its  net  profits  slipped  by  1% 
to  $2.30  a  share. 

"I'm  not  happy  about  last  year,''  com- 
ments Weyerhaeuser  s  chief  executive, 
George  Weyerhaeuser.  The  Tacoma, 
Wash. -based  lumber  barons  probably 
won't  be  entirely  happy  about  1978,  ei- 
ther. Down  in  Portland,  Ore.  upstart 
Georgia-Pacific,  which  has  been  running 
neck  and  neck  with  Weyerhaeuser  in 
sales  since  1972,  now  has  a  shot  at  catch- 
ing Weyerhaeuser  in  earnings  for  the 
first  time  and  thus  becoming  the  largest 
wood-products  company  in  both  sales 
and  earnings. 

Were  it  not  for  the  fact  that  Weyer- 
haeuser pays  a  lower  income  tax  rate 


than  G-P,  the  overtaking  would  already 
have  taken  place.  On  the  basis  of  pretax 
net,  Weyerhaeuser  earned  $435  million 
last  year,  vs.  G-P's  $4.53  million.  Why 
does  Weyerhaeuser  pay  only  30%  in  in- 
come taxes  to  G-P's  40%?  Essentially 
because  Weyerhaeuser  harvests  mostly 
its  own  trees  and  thus  pays  only  a  capital 
gains  tax  on  much  of  the  profit;  G-P,  by 
contrast,  buys  from  others  a  good  many 
of  the  trees  it  harvests. 

In  a  sense,  then,  Weyerhaeuser  no 
longer  has  clear  claim  to  the  title  it  had 
held  for  so  long;  the  U.S.'  premier  forest 
products  company. 

How  did  the  richest  timber  company 
in  the  world  find  itself  on  the  defensive? 


Grabber:  This  hydraulic-powered  boom  and  grapple  aligns  logs  to  be  fed  into  Weyerhaeuser's  Green  Mountain,  Wash,  sawmill. 
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Soon,th§JL 
Challenger  will  fly 

As  the  hearts  of 
the  competition  sink. 

Before  you  know  it,  the 
^anadair  Challenger  business  jet 
villfly. 

Skeptics,  naysayers  and 
:ompetitive  potshotters  can  do 
lothing  to  stop  it. 

This  profoundly  revolutionary 
msiness  jet  is  off  the  drawing  ■ 
>oard  and  out  of  the  wind  tunnel, 
rakeoff  isn't  far  off. 

Making  this  an  ideal  time  to 
investigate  the  purchase  of  a 
Challenger  for  your  company. 

As  you  may  be  aware,  the 
Challenger  is  to  be  the  business 
it  with  a  range  of  4, 500  miles,  the 
peed  of  a  DC-10,  and  yet  the 
fficiency^and  level  of  comfort  that 
romise  to  be  unchallenged  for 
ecades  to  come. 


This  is  because  our  plane 
won't  be  a  modification  of  existing 
design.  The  Challenger's  being 
built  from  scratch,  from  the  ground 
up,  with  all  the  latest  technology. 

Everything  from  our  wing  to 
our  high  bypass  engine  makes  the 
Challenger  difficult  to  pass  up. 

And  once  we  are  up  in  the  air, 
we  won't  leave  you  hanging.  Our 
service  and  support,  including 
Company  owned  and  operated 
Service  Centers,  will  be  as 
disciplined  as  our  engineering. 

No  wonder  we  have  the 
largest  backlog  in  business  jet 
history,  with  half  a  billion  dollars 
in  orders  from  four  continents. 

For  more  information,  why  not 
write  to  James  B.  Taylor,  President, 


Canadair,  Inc. ,  Dept.  FB5, 
274  Riverside  Avenue,  Westport, 
Conn.  06880.  Or  call  him  at  203- 
226-1581. 

He  can  tell  you  everything  you 
want  to  know.  We  can  tell  you  this, 
right  now:  once  the  Challenger 
starts  its  climb,  it  will  be  beyOnd  the 
reach  of  every  other  business  jet. 

(All  performance  figures  in  this 
advertisement  for  Challenger  are 
based  upon  wind  tunnel  tests  and 
computer-based  engineering 
statistical  analysis  with  flight 
testing  to  begin  in  early  1978.) 

canadair 
challenqer 

We  challenge  any  business  jet 
to  match  it. 


Good  Times:  G-P  Chief  Executive  Rob- 
ert Floweree  is  spending  more  on  chem- 
icals to  fuel  his  company's  growth. 


A  company  many  of  whose  5.8  million 
acres  of  forest  lands  were  acquired  at  the 
turn  of  the  century  and  are  carried  on 
the  books  at  historic  cost?  Sales  are  not 
the  problem.  Since  1972  both  Weyer- 
haeuser and  G-P  have  increased  sales 
about  equally,  but  while  Weyerhaeuser's 
earnings  have  risen  92%,  G-P's  have 
more  than  doubled,  an  increase  of  168%. 
This  despite  the  fact  that  in  1973  the 
Federal  Trade  Commission  forced  G-P 
to  spin  off  20%  of  its  assets  to  form 
Louisiana-Pacific.  In  contrast,  between 
1967  and  1972,  G-P's  sales  grew  fast- 


er,  but  its  earnings  increase  lagged. 

The  real  answer  lies  in  differing  corpo- 
rate strategies.  While  Weyerhaeuser  has 
been  a  factor  in  forest  products  since 
1900,  G-P  became  a  factor  only  in  1947 
when  its  founder,  Owen  Cheatham,  a 
lumber  wholesaler  in  Georgia,  bought  a 
small  plyw<K)d  plant  in  the  Northwest. 
Being  tree-poor,  Cheatham  early  on 
showed  little  interest  in  the  industry'  s 
traditions  and  truisms.  Being  small  and  a 
newcomer,  he  had  to  innovate,  cut  cor- 
ners and  make  every  penny  count. 
Cheatham  was  the  first  to  use  cheap 
southern  pine  in  place  of  Douglas  fir  for 
plywood  and  among  the  first  to  use  wood 
by-products  rather  than  whole  trees  for 
pulp.  As  early  as  1959  he  built  his  first 
chemical  plant  to  make  resin  adhesives, 
and  the  company  has  expanded  into  a 
broad  chemical  line  that  contributes  over 
16%  to  profits. 

While  Weyerhaeuser  often  conducted 
itself  with  an  air  of  noblesse  oblige,  G-P 
was  a  scrapper.  Weyerhaeuser  talked 
about  trees  as  if  only  God  (and  a  good 
Weyerhaeuser  forester)  could  make  one, 
but  to  Cheatham  trees  were — well,  a 
business  like  any  other.  To  get  the  land 
he  wanted  he  borrowed  heavily,  cut  the 
trees  to  pay  back  his  lenders  and  planted 
new  ones.  Weyerhaeuser,  by  contrast, 
saw  its  forests  as  wood  banks.  The  trees 
were  there  to  be  cut  today  or  tomorrow. 
G-P  went  heavily  into  debt  at  a  time 
when  Weyerhaeuser  had  virtually  no 
long-term  debt.  But  Cheatham  got  his 
trees,  paying  with  borrowed  money  and 
assuming  that  inflation  would  eventually 
bail  him  out. 

Unlike  Weyerhaeuser,  which  has 
strong  ties  to  the  Northwest,  G-P  has 
never   shown    much    regional  loyalty. 


Keeping  Faith:  George  Weyerhaeuser 
feels  leadership  in  forest  regenera- 
tion has  a  price  he  is  willing  to  pay. 


Cheatham  expanded  into  the  Northwest 
in  the  1950s,  so  that  by  1962  G-P  was  the 
largest  private  employer  in  the  state  of 
Oregon.  But  as  the  price  of  standing 
timber  soared,  he  shifted  operations 
back  to  the  South,  where  purchased  tim- 
ber was  cheaper.  Last  year  70%  of  G-P's 
earnings  came  from  southern  operations. 
Weyerhaeuser,  too,  has  been  moving 
more  of  its  operations  to  the  South, 
where  it  owns  3  million  acres  of  trees, 
but  2.8  million  acres — much  of  it  premi- 
um old  growth — still  remain  in  the 
Northwest,  where  increasingly  strict  en- 
vironmental laws  are  beginning  to  affect 
harvesting  practices  even  on  private 
lands.  "If  Weyerhaeuser  has  a  fault,  it's 
that  they're  loyal  to  their  towns,"  says 
one  Northwest  admirer.  "They  hardly 
ever  close  out  a  location." 

George  Weyerhaeuser,  the  great- 
grandson  of  founder  Frederick  Weyer- 
haeuser, took  over  in  1966  and  tried  to 
give  a  faster  pace  to  the  tradition-bound 
old  company.  He  began  to  cut  Weyer- 
haeuser's low-cost  trees  as  rapidly  as  pos- 
sible and  replace  them  with  fast-growing 
second  growth.  U.S.  laws  prohibit  the 
export  X)f  unprocessed  logs  cut  on  public 
western  lands.  But  since  Weyerhaeuser 
cuts  mainly  from  its  own  lands,  it  is 
legally  able  to  export  all  that  it  wants. 
By  doing  so,  Weyerhaeuser  captured 
the  booming  Japanese  market  for  logs, 
but  in  the  process  made  itself  vulner- 
able to  more  volatile  world  economic 
conditions. 

"The  forest  resource  doesn't  drive  us," 
argues  Weyerhaeuser,  but  in  a  way  it 
does.  Owning  cheap  timber,  Weyer- 
haeuser found  it  easier  and  more  profit- 
able to  sell  raw  materials  like  logs  rather 
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Down  The  Chute:  Logs  move  by  conveyor  at  Weyerhaeuser's  huge  new  high-yield 
conversion  mill  in  Longview,  Wash.,  but  the  mill  has  been  a  disappointment. 


than  finished  goods.  An  estimated  35% 
to  40%  of  Weyerhaeuser's  earnings  came 
from  the  sale  of  logs  and  chips  to  others. 
But  Weyerhaeuser  is  now  cutting  trees 
about  as  fast  as  it  can  without  depleting 
its  forests  in  the  future.  Where  will  fu- 
ture earnings  growth  come  from? 

Because  Weyerhaeuser  made  so  much 
money  simply  cutting  and  selling  its 
trees,  it  neglected  to  maximize  profit- 
ability at  the  mill  where  trees  and  logs 
.are  turned  into  finished  and  semifinished 
products. 

Although  George  Weyerhaeuser  has 
been  spending  millions  on  conversion 
facilities,  the  results  have  been  mixed.  A 
linerboard  mill  planned  to  utilize 
Weyerhaeuser's  holdings  in  Mississippi 
has  been  in  the  planning  stages  for  sever- 
al years.  Recently,  however,  Union 
Camp  and  Champion  International  have 
announced  that  they  will  be  adding  sub- 
stantial additional  capacity  to  their  liner- 
board  mills  so  that  by  the  time  Weyer- 
haeuser comes  on  stream,  it  will  face 
more  competition  for  its  production. 
And  while  Weyerhaeuser  is  the  largest 
lumber  producer  in  the  U.S.,  it  has  add- 
ed little  to  its  net  capacity  in  several 
years.  Its  big  new  lumber  mill  in  Long- 
view,  Wash,  was  to  have  been  the  proto- 
type for  other  new  mills,  but  it  has  been 
disappointing  and  will  probably  not  be 
duplicated  as  originally  planned. 

While  the  company  has  been  moving 


into  newsprint  and  more  into  white  pa- 
per, it  is  heavily  committed  to  the  pro- 
duction of  market  pulp,  which  by  most 
estimates  will  be  in  oversupply  for  at 
least  the  next  three  to  five  years.  Mean- 
while, all  of  George  Weyerhaeuser's 
heavy  capital  spending  has  left  his  com- 
pany saddled  with  $1.2  billion  in  debt, 
up  from  less  than  $200  million  a  decade 
ago.  Considering  the  value  of  its  trees, 
the  debt  is  not  excessive,  but  the  com- 


".  .  .  Georgia-Pacific  now 
has  a  shot  at  catching 
Weyerhaeuser  in  earnings 
for  the  first  time  .  . ." 

pany  is  not  making  enough  ordinary  in- 
come to  use  all  its  capital  gains. 

Some  Weyerhaeuser  critics  claim  the 
company  spends  more  lavishly  than  it 
needs  to  on  maintenance  and  on  re- 
search and  development.  "There  s  no 
question  that,  if  there  is  a  Cadillac  job 
being  done,  we  are  doing  it,"  Weyer- 
haeuser replies.  "Does  that  affect  the 
bottom  line?'  he  asks  rhetorically,  and 
answers:  "Yes." 

Penn  Siegel,  forest  products  analyst 
for  Drexel  Burnham  Lambert,  estimates 
that  Weyerhaeuser  s  maintenance  and 
repair  spending  is  half  again  as  high  pro- 


portionately as  that  of  its  major  competi- 
tors. That  works  out  to  a  bottom  line 
difference  of  40  cents  or  so  a  share  on 
earnings  of  $2.30.  The  critics  say  much 
the  same  thing  about  Weyerhaeuser's 
research,  on  which  it  will  spend  around 
$60  million  this  year.  G-P,  which  spends 
only  a  fraction  of  that,  does  its  research 
at  the  plant  level — while  Weyerhaeuser 
is  just  completing  an  elaborate,  central- 
ized laboratory. 

In  a  very  real  sense,  Weyerhaeuser 
seems  to  be  more  a  captive  of  its  own 
history  than  a  master  of  its  fate.  G-P  is 
embarked  on  another  five-year  program 
in  which  it  hopes  to  double  earnings;  it  is 
already  ahead  of  schedule.  Weyer- 
haeuser, by  contrast,  recently  reorga- 
nized in  an  apparent  effort  to  decentral- 
ize decision-making  and  give  clear  profit 
responsibility  to  local  managers.  If  suc- 
cessful, the  reorganization  would  merely 
put  Weyerhaeuser  where  G-P  already  is: 
G-P  plant  managers  are  famous  for  being 
as  familiar  with  financial  facts  as  they  are 
with  timber  technology. 

"Cost  and  productivity  have  to  be  big 
issues,"  George  Weyerhaeuser  con- 
cedes. There's  nothing  magic  about  the 
business  we  are  in."  An  admission  like 
that  is  the  beginning  of  a  wisdom  in  a 
fine  old  asset-rich  company  where  mys- 
tique and  complacency  have  sometimes 
gotten  in  the  way  of  efficiency  and 
profitability.  ■ 


van  ■  nite—^Mh^  7n lBMgtfmBMBtBataaaa 

That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
*  offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 
,  Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.  71623 

^BUTLER^ 
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The  last  person  to  leave 
the  Westinghouse  building 
leaves  the  lights  on. 

That's  just  one  way 
we're  saving  energy. 

In  our  headquarters  building  in  Pittsburgh,  Pa., 
we've  discovered  a  way  to  use  the  lights  as  a 
primary  source  of  heat.  So  leaving  them  on 
actually  becomes  more  efficient  than  turning 
them  off. 

The  savings  add  up  fast  with  other  Westinghouse 
energy-conserving  products,  too. 

Westing  house  is  developing  improved 
techniques  for  conserving  energy  every  day.  And 
installing  them  in  our  plants  and  offices  around 
the  world. 

•  Westinghouse  elevators— up  to  35%  savings 
with  exclusive  solid  state  controls. 

•  Modular-designed  Westinghouse  escalators 
—30%  to  60%  more  efficient  than  standard 
units. 

•  Heat  Recovery  Chillers— highly  efficient 
recovery  of  waste  heat. 

•  Templifier™  Heat  Pumps-50%  to  60% 
more  efficient  for  heating  water  than  gas  or 
oil-fired  boilers. 

•  Econ-O-Watt"  Lamps— savings  up  to  20%. 

•  Westinghouse  Open  Office  Systems  with 
Task  Lighting— savings  up  to  50%  over 
conventional  lighting  systems. 

Over  the  last  five  years,  Westinghouse  has 
chalked  up  $46  million  in  energy  savings.  We  did 
it  by  eliminating  waste  and  managing  energy 
efficiently. 


Westinghouse 

A  powerful  part  of  your  life 


Harris  MICROPLEX*  Energy  Management  System 


Power 
to  the 
People. 

Demand  for 
electrical 
energy  plus 
escalating  fuel  costs  have  put  utilities  in 
a  real  bind.  Harris  is  easing  the  pressure 
with  fuel-saving  computerized  energy 
management  systems  that  help  generate 
and  distribute  power  more  economically. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


Costly  Cookware:  Cuisinarts  aims  at  providing  the  cooking  complete  line  shown  above  costs  just  slightly  more  than 
buff  with  the  same  opportunity  to  spend  a  small  fortune  on  his  $1,000,  ranging  from  a  bread  pan  at  $10  to  a  rolling  pin  at  $65 
leisure-time  "thing"  as  the  golf  or  ski  enthusiast  has.  The    to  the  mighty  food  processor  itself  at  $225. 


Carl  Sontheimer's 
Better  Mousetrap 

It's  called  Cuisinart,  and  with  it  a  middle-aged 
physicist  caught  some  big  corporations  napping 
and  created  a  major  new  kitchen  appliance  market, 


By  JAMES  COOK 

Last  Christmas,  department  store 
chains  and  gourmet  cooking  shops  every- 
where were  selling  empty  boxes — worth 
$225  apiece — and  doing  a  land-office 
business.  The  empty  boxes  were,  of 
course,  to  be  filled — as  promised — with 
the  first  Cuisinart  food  processors  the 
store  got  in  stock.  "We  were  just  totally 
unable  to  keep  up  with  demand,  says 
Cuisinarts'  President  and  principal  pro- 
prietor Carl  G.  Sontheimer,  63.  "Every 
machine  we  get  now  goes  toward  re- 
deeming those  empty  boxes.  So  the  first 
four  months  will  be  tight,  but  after  that 
we  will  be  all  right." 

The  empty  box  promotion  is  typical  of 
the  kind  of  runaway  success  Stamford, 
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Conn,  s  Cuisinarts,  Inc.  has  had  since 
Sontheimer  first  introduced  his  revolu- 
tionary new  food  processor  at  the  Chica- 
go Housewares  Show  in  January  1973. 
"This  is  a  generalist  machine  in  an  age  of 
specialty  machines,"  Sontheimer  says. 
The  Cuisinart  shreds,  grates,  grinds, 
slices,  kneads,  mixes  and  chops  just 
about  anything  you'd  care  to  dump  into 
it,  replacing  most  of  the  other  appliances 
you'd  normally  keep  in  the  kitchen. 

No  vast  advertising  and  promotion 
campaign  launched  the  Cuisinart;  it  was 
the  old  story  of  the  better  mousetrap. 
The  processor  first  made  its  way  mainly 
by  word  of  mouth,  and  then  won  the 
imprimatur  of  gourmet  gurus  like  James 
Beard,  Craig  Claiborne,  Julia  Child  and 
Gourmet  magazine.  The  Cuisinart  looks, 


sounds  and  comes  on  as  French,  but  the 
company,  like  its  proprietor,  is  as  Ameri- 
can as  chop  suey  or  apple  pie,  and  so  is 
its  success  in  building  a  major  new  mar- 
ket in  competition  with  giants.  A  mild- 
mannered  rather  rumpled-looking  man 
of  gargantuan  girth,  Carl  Sontheimer  is 
no  consumer-goods  whizbang.  He's  a 
physicist  trained  at  the  Massachusetts 
Institute  of  Technology,  an  electronics 
engineer,  an  entrepreneur  and  corpora- 
tion executive,  an  inventor  and  a  self- 
styled  cooking  nut.  And  it  was  all  these 
talents,  experience  and  proclivities  that 
went  into  making  Cuisinarts  one  of  the 
most  successful  new  businesses  in  Amer- 
ica today. 

Sontheimer  had  started  companies  be- 
fore: electronic  businesses,  both  of 
them.  The  first  was  CGS  Laboratories, 
which  went  public  in  1958  and  which 
Sontheimer  sold  out  of  because  of  a  dis- 
pute with  a  partner.  Next  came  Amzac 
Electronics,  which  he  founded  in  1960 
on  the  proceeds  of  the  CGS  sale.  "I've 
always  been  with  companies  that  did 
development,  that  invented  things,"  he 
says,  "and  some  of  the  things  we  invent- 
ed changed  the  course  of  the  electronic 
art:  components  used  in  microwave  radio 
equipment  called  balanced  mixers, 
hybrid  junctions  and  directional  cou- 
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piers.  They  sold  very  slowly  at  first,  and 
we  operated  at  a  loss  for  three  years.  We 
advertised,  hut  nobody  would  helieve 
our  claims,  they  were  so  good.  Then  the 
government  people  caught  on,  and  the 
company  mushroomed.  Some  of  the  stuff 
is  on  the  moon,  which  I  am  pleased  to 
think  about." 

Finding  it  too  tough  to  go  it  alone  in 
high-technology  electronics,  Sontheimer 
in  1967  sold  Amzac  to  another  electron- 
ics firm,  Adams-Russell  Inc.  of  Waltham, 
Mass.  Sontheimer  was  then  53  and  in  no 
mood  to  retire.  "I  kept  telling  myself," 
he  says,  "I  really  wanted  to  do  something 
where  I  was  assured  of  a  profit,  so  I 
would  go  into  the  home  security  field — 
obviously  that  was  a  market  about  to 
bloom.  But  I  couldn't  get  interested,  and 
if  you  can't  get  interested,  stay  out.  On 
the  other  hand,  I'd  been  cooking  for 
decades;  it  was  the  only  field  other  than 
microwave  where  I  have  some  expertise. 
So  my  wife,  Shirley,  and  I  went  to 
France,  very  deliberately  looking  for 
things  we  could  get  exclusively  for  the 
States  and  sell  under  our  own  name.  We 
knew  what  we  were  looking  for.  I  ve 
been  involved  in  cooking  for  a  lifetime, 
and  I  know  what  is  convenient  to  a  cook 
and  gives  him  an  extra  advantage.  Being 
an  engineer,  I  can  translate  it  into  the 
specifications  of  a  machine.  " 

What  Carl  and  Shirley  Sontheimer 
found  in  France  was  a  restaurant  food 
processor  made  by  Robot-Coupe, 
France's  largest  maker  of  restaurant 
kitchen  equipment  which  is  controlled 
by  the  big  French  insurance-investment 
company  La  Paternelle.  Sontheimer 
took  the  processor  back  to  Connecticut, 
tinkered  with  it  for  18  months,  modify- 
ing the  blades  and  the  shredding  and 
slicing  disks  and  increasing  its  safety. 

Sontheimer's  machines  are  made  in 
France  to  his  specifications  by  Robot- 
Coupe.  "It's  a  different  machine,  he 
says  of  his  present  product,  "a  better  and 
more  expensive  machine.  It  will  do 
things  that  the  machine  Robot-Coupe 
makes  to  sell  in  Europe  will  not  do.  If  it 
had  been  imported  by  someone  who  was 
not  a  competent  engineer,  it  would 
probably  not  have  gotten  off  the  ground 
because  the  stores  would  have  had  too 
much  trouble  with  it.  " 

In  the  end,  Sontheimer's  Cuisinart 
food  processor  created  a  whole  new  seg- 
ment of  the  kitchen  appliance  industry,  a 
segment  so  promising  and  growing  so 
explosively  that  a  host  of  imitators 
rushed  in  with  machines  of  their  own, 
most  of  them  at  lower  prices:  Farber- 
ware  ($89.99),  American  Electric  ($60), 
Waring  ($160),  Hamilton  Beach  ($89.95) 
and  even  France's  Moulinex  ($89.95). 

The  new  competition  could  hardly  fail 
to  cut  into  Cuisinarts'  market,  some  with 
good  products,  some  with  what  Sont- 
heimer dismisses  as  junk,  but  at  the 
moment  the  demand  is  growing  so  rapid- 


ly and  Sontheimer  has  been  so  busy 
meeting  the  demand  he  hasn't  had  to 
worry  about  competitors.  "Our  sales 
keep  climbing,"  he  says.  "Our  marketing 
director  says  our  competitors  have  given 
the  public  a  basis  for  comparison.  "> 

What  does  all  this  amount  to  in  dol- 
lars? Not  a  great  deal — yet.  Combined, 
the  various  manufacturers  probably  sold 
500,000  units  last  year,  and  Sontheimer's 
company,  of  which  he  and  his  wife  own 
100%,  had  at  least  half  of  the  market, 
which  is  interesting  in  its  own  right:  that 
the  most  expensive  product  should  be 
the  best-seller.  Altogether,  Cuisinarts 
sold  about  $50-million  worth  of  proces- 
sors last  year.  But  what  the  profits  are 
Sontheimer  resolutely  refuses  to  say.  "I 


Fan  Mag:  Cooking  will  carry  the  tag  "A 
Cuisinart  Publication"  and  concentrate 
on  the  mysteries  of  gourmet  cookery. 


don't  think  it's  an  exorbitant  profit,"  he 
concedes  smugly.  Given  the  profits  to  be 
made  on  appliance  distribution  these 
days,  chances  are  that  at  his  current 
volume  Sontheimer  is  making  not  much 
less  than  $1.5  million  a  year. 

What  Sontheimer  will  say — at  the 
drop  of  a  souffle — is  that  in  his  opinion 
Cuisinarts  has  scarcely  scraped  the  sur- 
face of  the  market.  He  hopes  that  one 
out  of  every  six  families  in  the  U.S.  may 
own  a  food  processor  some  day,  and  that 
means  a  potential  market  of  10  million 
machines.  "So  I  would  say  that  over  the 
next  ten  years  the  market  should  average 
1  million  a  year.  That's  an  awful  lot  of 
machines.  I  don't  know  when  the  de- 
mand will  peak,  but  I  doubt  it'll  be  next 
year.  There  are  still  many,  many  people 
who  have  never  heard  of  a  food  proces- 
sor." Sontheimer  thinks  the  business  is 


here  to  stay — even  when  demand  does 
peak — and  cites  the  5  million  blenders 
sold  in  the  U.S.  every  year,  though  the 
market  has  long  since  matured. 

Most  of  the  Cuisinart  s  competition 
sells  for  significantly  less,  but  because  of 
Cuisinart  s  quality  image,  Sontheimer  is 
not  yet  much  worried  about  price  com- 
petition. "Why  sell  an  item  for  less  if 
people  are  still  clamoring  for  it — that's 
crazy.  What  we're  counting  on  is  that 
every  time  somebody  says,  Are  you  real- 
ly glad  you  spent  all  that  money  on  that 
item?'  the  answer  will  be,  Hell,  yes.' 
And  as  long  as  they  keep  saying  that, 
we'll  keep  growing.  If  people  think 
they're  getting  their  money's  worth, 
they'll  buy  it.  Otherwise  there'd  be  no 
market  for  Cadillacs." 

Even  so,  Sontheimer  is  carefully  posi- 
tioning the  Cuisinart  in  all  price  levels  of 
the  market.  He  now  has  a  $160  proces- 
sor, virtually  identical  with  the  more 
expensive  $225  model,  except  for  a  plas- 
tic base.  (Perhaps  significantly,  the  more 
expensive  model  still  outsells  the 
cheaper  one  by  a  good  margin . )  And  he's 
putting  into  distribution  at  $99  another 
Robot-Coupe  processor  called  Omnichef 
that  will  do  everything  the  $225  Cuisin- 
art does  but  is  noisier,  less  convenient  to 
work  with  and  shorter-lived.  Sontheimer 
also  talks  of  bringing  out  at  $.500  or  more 
a  processor  designed  to  equal  or  surpass 
the  performance  of  the  smallest  restau- 
rant model  Robot-Coupe  currently 
makes  and  capable  of  serving  two  to 
three  times  as  many  people  as  the  pres- 
ent model. 

And  that  may  be  only  the  beginning. 
In  addition  to  his  line  of  food  processors 
and  accessories,  Sontheimer's  been  mar- 
keting a  lengthening  line  of  cookware — 
some  acquired,  all  manufactured  to  his 
specifications,  all  having  some  element 
of  novelty — nine  items  so  far  out  of  a 
prospective  30.  Among  them:  a  line  of 
stainless-steel  cookware  that  cooks  like 
heavy  copper  ($20  to  $120  list),  a  meat- 
yeast  thermometer  with  guaranteed  ac- 
curacy ($17),  a  croissant  cutter  ($39),  a 
metric  beam  scale  at  $38,  and  coming 
this  month  a  magazine  for  gourmet  cooks 
($18  a  year),  Cooking,  with  a  first  issue 
devoted  to  pate's  and  sausages.  "When  a 
cooking  nut  decides  he  needs  another 
piece  of  equipment,"  Sontheimer  says, 
"we  want  his  first  thought  to  be:  Does 
Cuisinarts  make  it?" 

"You  have  tennis  idiots,"  Sontheimer 
goes  on,  "golf  idiots,  fishing  idiots,  skiing 
enthusiasts.  And  then  you  have  cooking 
enthusiasts  like  me.  When  you  consider 
what  people  spend  on  these  other  avoca- 
tions, it's  surprising  how  little  the  cook- 
ing enthusiast  has  been  able  to  expend 
on  worthwhile  equipment." 

Sontheimer,  who  caught  the  big  gad- 
get-making corporations  napping,  is  pre- 
pared to  remedy  that  deficiency  as 
quickly  as  he  can.  ■ 
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he  End  Of  The  Private  Pension? 


The  $103  billion  paid  into  Social  Security  by  employers  and  employees  last  year 
will  more  than  double  over  the  next  decade.  The  result 
may  be  the  demise  of  thousands  of  small-company  private  pension  plans. 


By  BRIAN  McGLYNN 

Within  two  years  after  the  Employee 
Retirement  Income  Security  Act  took 
effect  in  January  1975,  more  than  34,000 
private  pension  plans  were  scrapped, 
mostly  by  small-  and  medium-sized  com- 
panies. But  that  may  be  peanuts  com- 
pared with  what  happens  over  the  next 
ten  years. 

Why?  Simple  economics.  Aside  from 
self-employed  persons,  the  federal  gov- 
ernment's take  for  Social  Security  under 
the  new  legislation  passed  last  year  will 
be  about  $120  billion  next  year,  but  by 
1986  employers  and  employees  will  be 
paying  in  more  than  $120  billion  each 
every  year — compared  with  about  $51 
billion  each  last  year.  Most  of  it  (see 
chart)  is  for  the  OASDI  Program,  from 
which  retirement  benefits  are  paid. 

The  objective,  of  course,  is  to  put  the 
42-year-old  Social  Security  system,  in 
the  red  for  at  least  three  years,  on  a 
paying  basis.  But  the  cost  is  so  great  that 


something  has  to  give,  most  likely  pri- 
vate pensions.  "The  government,"  says 
Donald  E.  Butler,  president  and  chief 
executive  officer  of  $30-million-sales  SSP 
Industries  of  Burbank,  Calif.,  "is  giving 
away  the  store  for  pensions." 

Consider  this:  Of  the  500  largest  pub- 
lic corporations  in  the  U.S.  (Forbes, 
May  15,  1977),  59  made  less  net  profit 
per  employee  last  year  than  the  $654 
Social  Security  tax  they  paid  on  the  aver- 
age production  worker's  salary.  Included 
were  such  companies  as  Uniroyal,  Hyatt, 
Bell  &  Howell  and  B.F.  Goodrich.  And 
that's  a  tax  that  will  almost  double  over 
the  next  ten  years.  Clearly,  such  compa- 
nies cannot  pay  the  cost  out  of  profits, 
which  are  inadequate.  To  the  degree 
that  they  can,  they  will  raise  prices — 
that's  inflationary.  If  they  cannot  raise 
prices,  they  will  have  to  close  plants. 

Hardest  hit  will  be  companies  with 
large  numbers  of  highly  trained  and  ex- 
pensive employees.  Consider  this:  An 
employee  earning  $25,000  a  year  cost 


the  company  $965.25  a  year  in  Social 
Security  taxes  in  1977.  Assuming  a  6% 
wage  increase  factor,  he  will  be  earning 
$42,600  in  1987  and  costing  the  company 
$3,045.90  in  Social  Security  taxes. 

Something  has  got  to  give,  and  private 
pension  plans  are  a  good  choice  for  two 
reasons.  First,  the  burden  of  most  pri- 
vate plans  is  now  on  the  employer.  Of 
the  $30  billion  or  so  paid  into  private 
pension  plans  last  year,  employers  paid 
about  $28  billion.  Second,  for  the  lower- 
paid  workers  Social  Security  is  preempt- 
ing not  only  costs  but  also  benefits.  It 
provides  a  larger  and  larger  percentage 
of  their  total  retirement  income. 

Some  private  pensions,  called  inte- 
grated plans,  serve  as  a  supplement  to 
Social  Security.  The  worker's  total  re- 
tirement benefit  is  calculated  according 
to  the  plan's  formula,  usually  some  per- 
centage of  final  base  pay  for  each  year 
worked.  But  the  pension  plan  pays  only 
that  part  of  the  total  benefit  not  covered 
by  Social  Security.  As  the  Social  Security 


Putting  Pressure  On  Private  Pensions 
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For  the  past  ten  years,  payments  to  the 
Old  Age,  Survivors  and  Disability  Insur- 
ance Trust  Fund  have  about  tripled.  Pri- 
vate pensions  have  about  kept  pace,  but 
here,  unlike  Social  Security,  which  is  split 
50-50  by  the  employer  and  employee,  the 
boss  pays  about  92%.  The  Social  Security 
take  will  just  about  triple  again  between 
now  and  1987 — a  nearly  tenfold  increase 
in  20  years.  How  much  money  will  be  left 
over  to  pay  for  employee  pensions? 


PRIVATE  PENSION 
CONTRIBUTIONS 


SOCIAL  SECURITY  CONTRIBUTIONS 
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Soaking  The  Successful 

One  reason  the  Social  Security  tax  bite  hurts  so  much  is  that  it  comes  from 
aftertax  income.  You  pay  6.05%  of  the  first  $17,700  you  earn  this  year  to  Social 
Security,  and  then  pay  income  tax  on  that  amount  as  well — a  double  tax — and 
it  is  going  to  get  worse.  In  the  50%  bracket  it  takes  $2, 142  in  pretax  income  to 
cover  Social  Security. 

Currently,  the  benefits  are  related  to  taxes  paid.  You  pay  no  taxes  on  the 
benefits  you  receive.  But  under  the  new  Social  Security  tax  schedule,  benefits 
will  no  longer  be  even  roughly  proportional  to  the  amount  paid  in.  Under  the 
new  law,  the  Social  Security  tax  rate  will  rise  from  the  current  level  to  7.15% 
by  1986.  The  maximum  salary  base  will  also  rise,  from  this  year  s  $17,700  to 
$42,600  in  1987.  So,  a  person  earning  $42,600  or  more  by  1987— and  a  lot  of 
people  will  be,  considering  inflation — will  pay  as  much  as  $3,045.  Considering 
the  double  taxation  involved,  this  will  consume  something  like  $6,000,  or  14% 
of  his  pretax  income. 

Workers  retiring  now  get  $459  or  so  a  month  if  they've  been  at  the  maximum 
salary  for  their  working  lives  ($3,000  when  the  system  started  in  1937). 
Workers  at  the  median  level  (around  $9,250)  have  paid,  probably,  half  the 
amount  of  taxes  as  workers  at  the  maximum,  and  receive  about  half  as  much  in 
benefits.  In  other  words,  paid-in  and  paid-out  are  roughly  proportional. 

Ten  years  from  now,  however,  that  will  all  change.  Workers  with  a  history  of 
maximum  earnings  will  be  entitled  to  benefits  of  around  $779  a  month. 
Workers  with  average  earnings  (projected  to  be  some  $17,200  in  1987)  will  be 
able  to  retire  on  almost  as  much — around  $610  a  month.  So  much  for  fairness. 

The  difference  in  the  amount  of  taxes  each  will  pay  over  the  next  ten  years  is 
about  $16,000,  including  interest  at  6%  compounded  annually.  As  an  annuity, 
that  $16,000  yields  about  the  same  amount  as  the  difference  between  the 
benefits,  but  you'll  have  to  earn  about  $30,000  to  pay  the  tax. 

Quite  frankly,  what  we  are  dealing  with  here  is  not  a  soak-the-rich  scheme 
but  a  soak-the-successful  scheme:  The  rich  will  scarcely  miss  the  $6,000  a  year 
or  so  in  pretax  income;  upper-middle-income  people  will  miss  it  sorely. 

Meanwhile,  if  you  are  in  your  30s  or  40s,  your  higher  taxes  go  to  pay  current 
benefits.  For  their  own  retirement,  today's  younger  upper-middle-income 
people  will  have  to  count  on  the  willingness  of  the  succeeding  generation  to 
pay  still  higher  taxes.  Better  stay  on  the  good  side  of  your  children! 

The  Double  Dip 

One  way  to  avoid  Social  Security  s  increases  is  to  get  a  federal  government 
job.  Members  of  Congress,  civil  servants  and  military  personnel  are  not  under 
Social  Security,  but  their  retirement  needs  are  well  covered. 

After  20  years  of  service,  a  military  careerist  can  retire  at  half  pay.  So  a  41- 
year-old  could  conceivably  retire  at  half  a  lieutenant  colonel's  pay  (around 
$12,600).  Of  course,  a  41-year-old  is  not  exactly  ready  to  move  into  leisure 
village,  so  his  postmilitary  job  will  probably  provide  a  Social  Security  check 
when  he  reaches  65  to  supplement  the  retirement  pay. 

Senators  and  representatives  get  2.5%  of  their  salary  for  each  year  served  in 
one  of  the  houses  of  Congress.  It's  not  free,  of  course;  it  costs  8%  of  their  salary 
a  year,  but  that's  less  than  private  individuals  will  be  paying — and  the  benefits 
are  more  generous.  Congresspeople  also  get  to  include  any  military  service,  as 
long  as  they're  not  collecting  a  military  retirement  check. 

But  the  biggest  boondoggle  may  be  what  is  called  "double  dipping. "  Here's 
how  it  works: 

Civil  servants  pay  7%  of  their  salary  to  the  pension  fund.  In  return,  they 
receive  on  retirement  1.5%  of  their  salary  for  the  first  five  years,  1.75%  for  the 
next  five,  and  2%  a  year  afterward.  To  reach  the  80%  maximum,  a  civil  servant 
must  work  nearly  42  years,  but  that's  not  impossible  (although  the  average  is 
around  29),  and  consider  what  he  gets:  If  he  started  at,  say,  $8,000  a  year  and 
retired  at  $20,000  a  year,  his  pension  would  amount  to  nearly  $16,000  a  year, 
roughly  the  same  as  a  similarly  paid  private  employee  with  40  years  of  service 
under  an  integrated  plan.  The  double  dip  comes  when  the  same  civil  servant 
works  in  a  Social  Security -covered  job  before  working  for  the  government,  or 
after  retirement,  or  during  his  civil  service  tenure  by  moonlighting.  Then  he 
can  easily  collect  enough  work  credits  to  qualify  for  the  Social  Security 
minimum  benefit  of  $114  a  month.  How  much  work  is  that?  Not  much.  In  fact, 
in  order  to  qualify,  he  would  have  to  earn  only  $250  a  year  for  only  six  and 
three-quarter  years — not  even  consecutive. 

Clearly,  "soak-the-successful   doesn't  apply  to  federal  employees.    — B.M. 


benefit  rises,  the  private  plan's  obliga- 
tion decreases,  up  to  the  actual  moment 
of  retirement. 

And  here's  what  is  happening:  In 
1950,  Social  Security  benefits  for  the 
average  worker  replaced  about  15%  of 
preretirement  income.  That  percentage, 
called  the  "replacement  rate,"  has  risen 
to  around  45%,  or  maybe  even  65%  if  the 
worker  is  married. 

The  effect  is  that  lower-paid  workers 
get  more  of  their  salary  replaced  by  So- 
cial Security  alone.  For  example,  a  work- 
er with  a  history  of  median  wages 
(around  $9,250)  needs  about  $6,160  in 
retirement  income  (67%  replacement)  to 
maintain  his  or  her  standard  of  living. 
Social  Security  provides  $5,916  if  the 
worker  and  spouse  are  65.  That  leaves  a 
difference  of  only  $244. 

A  65-year-old  married  production 
worker  at  Du  Pont  who  earns  around 
$12, OCX)  a  year  and  has  been  with  the 
company  for  35  years  can  now  retire  on 
111%  of  his  preretirement  take-home 
pay  when  Social  Security  is  added  to  his 
pension.  The  point  is  that  for  many 
workers  pension  benefits  are  now  a  luxu- 
ry, not  a  necessity.  Social  Security  is 
becoming  the  pension. 

Many  pension  funds,  particularly  the 
big  union-contract  plans,  can't  be 
scrapped  outright.  But  of  the  approxi- 
mately 400,000  private  plans  in  the  U.S., 
most  are  small — in  fact,  two-thirds  of  the 
workers  are  covered  by  1%  of  the  plans. 
For  the  hundreds  of  thousands  of  smaller 
plans,  the  luxury  of  private  pensions  will 
become  increasingly  dispensable.  Says 
Alicia  H.  Munnell,  an  economist  and 
assistant  vice  president  of  the  Federal 
Beserve  Bank  of  Boston:  "The  perpetual 
debate  over  the  appropriate  role  for  pri- 
vate pensions  and  Social  Security  ap- 
pears to  have  been  resolved  de  facto  in 
favor  of  Social  Security.' 

Higher-paid  workers  are  not  in  the 
same  category,  since  Social  Security  re- 
places a  much  smaller  percentage  of 
their  preretirement  income.  (They  are 
the  ones,  too,  on  whom  the  total  tax  bite 
over  the  next  ten  years  falls  heaviest.) 
"The  role  of  private  pensions  will  be 
limited  to  providing  supplementary 
benefits  to  high-income  individuals," 
says  the  Fed  s  Munnell.  "Even  this  more 
limited  role  may  be  in  jeopardy  if  infla- 
tion persists  or  .  .  .  favorable  tax  provi- 
sions are  eliminated.  " 

The  final  irony  is  that  employees  of  the 
largest  employer  in  the  country,  the  fed- 
eral government,  do  not  fall  under  the 
Social  Security  system  at  all. 

"You  know,"  says  E.T.  Collinsworth 
Jr.,  president  of  Bliss  &  Laughlin  Indus- 
tries and  a  critic  of  the  Social  Security 
sy  stem,  "government  employees  have  a 
great  pension  program.  Congress  had 
the  opportunity  to  make  Social  Security 
apply  to  them,  but  they  had  the  good 
sense  not  to  do  it.  They're  not  stupid."  ■ 
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The  Pyramid  has  energy  specialists  in 
NewTrfork,  London,  Houston  and  occasionally 
in  Badak,  Kalimantan.  A 


You  might  expect  to  find  the  Bankers  Trust  Pyramid  in 
three  of  the  above  locations. 

After  all.  those  are  the  world's  three  principal  financial 
oil  centers,  and  Bankers  Trust  has  been  heavily  involved  in 
energy,  with  a  specialized  energy  group,  since  1948. 

But  Badak.  Kalimantan? 

Yes.  and  Deadhorse,  Alaska  and  Okmulgee 
Oklahoma  and  Abu  Dhabi,  and  in  the  middle  of  the  North 
Sea.  In  fact,  our  energy  stall'  will  go  anywhere  our 
customers  need  us  to  go. 

With  financial  officers  who  are  also  engineers,  geolo 
gists  and  economists,  we're  one  of  the  few  banks  large 
enough  and  expert  enough  to  analyze  and  meet  the  energy 
industry's  financial  needs.  Especially  on  a  continuing  basis. 

Our  recent  study  of  capital  resources  for  energy  through 
1990  is  being  used  by  advance  planners  throughout  the 
industry.  (Actually,  they  may  be  the  only  ones  who  can 

Member  lederal  Deposit  Insurance  Corporation  ©  Bankers  Trust  (ompans 


appreciate  it— it's  quite  a  detailed  work.) 

Whatever  your  requirements,  our  commitment  to  the 
energy  industry  is  total,  and  we're  stalled  in  depth  to  meet 
that  commitment. 

But  there's  more  to  Bankers  Trust 
than  an  Energy  Group.  Wherever  you 
see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the 
capacity  to  raise,  lend  and  manage 
money  worldwide. 

A  visit  to  the  Pyramid  can  be  a 
rewarding  experience. 

Bankers  Trust 
Company 


Missing:  $40  Billion 

What  have  pollution  control,  safety  regulations  and 
rising  crime  in  common?  Answer:  A  cost  in  lost 
production  adding  up  to  more  than  2%  of  the  GNP. 


By  JOHN  BERRY 

Everyone  has  known  all  along  that 
cleaning  up  the  nation's  air  and  water 
and  providing  safer,  healthier  work- 
places would  be  expensive,  with  the 
number  picked  usually  depending  on 
whether  the  guesser  wanted  more  pollu- 
tion rules  or  not.  Now  Edward  F.  Deni- 
son  of  the  Brookings  Institution,  an 
acknowledged  authority  on  U.S.  produc- 
tivity, has  toted  up  some  of  the  costs  in  a 
new,  sophisticated  study.  Unlike  pre- 
vious estimates,  these  are  from  a  person 
without  an  ax  to  grind.  Denison's  conclu- 
sion: The  costs  are  large,  indeed. 

Denison  found  that  by  1975  output 
from  the  nonresidential  business  part  of 
the  economy — which  comprises  more 
than  75%  of  the  total  economy  (the 
other  25%  is  housing,  private  house- 
holds and  government) — was  being 
trimmed  by  more  than  0.3%  a  year  by 
government-decreed  pollution  expendi- 
tures and  by  more  than  0. 1%  because  of 
similar  worker  safety  and  health  costs. 
That  may  not  sound  like  much,  but  it 
means  that  output  in  1975  would  have 
been  about  $14  billion  higher  without 
the  new  regulations. 

Denison's  study  is  part  of  a  larger 
work  trying  to  identify  the  causes  of  the 
slowdown  in  productivity  growth  since 
the  1960s.  But  it  doesn't  put  all  the 
blame  on  environmentalism.  Denison 
also  concludes  that  the  cost  of  dishon- 
esty and  crime  is  rising.  Direct  losses 
attributable  to  employee  and  customer 
theft  and  the  cost  of  trying  to  prevent  it 
had  a  slightly  greater  effect  on  output 
than  did  compliance  with  health  and 
safety  regulations. 

Adding  the  three  factors,  Denison 
gets  a  reduction  of  0.5  percentage 
points  in  the  annual  growth  rate  in 
output  per  unit  of  input — that  is,  output 
for  the  given  combination  of  labor,  cap- 
ital and  land.  That,  he  writes,  "is  equal 
to  nearly  one-fourth  of  the  annual 
growth  rate  of  output  per  unit  of  input 
from  1948  to  1969  [2.1%].  The  fractions 
are  even  larger  if  comparisons  are  made 
with  more  recent  growth  rates,  which 
are  lower  for  other  reasons  besides  the 
impact   of  pollution    abatement,  em- 


ployee  safety   programs    and  crime." 

In  all  this,  Denison  does  not  count,  for 
example,  the  costs  paid  directly  by  con- 
sumers— as  in  higher  prices  for  cars  due 
to  emissions  control  devices  or  added 
safety  features — or  costs  paid  by  govern- 
ment at  any  level.  Rather,  Denison's 
analysis  focuses  entirely  on  intermediate 
products,  the  ingredients  business  uses 
to  produce  other  goods,  and  that  gives 
special  force  to  his  conclusions. 

Denison's  purpose  "is  not  to  judge  the 
wisdom  of  government  programs,  which 
have  benefits  as  well  as  costs."  Ever  the 
economist,  he  shies  away  from  making 


".  . .  'Whether  it's  worth  it  or 
not,  we  go  about  it  in  a  hell  of 
an  inefficient  way.  We  don't 
use  the  price  system' . .  ." 


personal  judgments  as  to  whether  the 
game  is  worth  the  candle.  But  he  com- 
plains, "Whether  it's  worth  it  or  not,  we 
go  about  it  in  a  hell  of  an  inefficient  way. 
We  don't  use  the  price  system.  What- 
ever the  benefits  are,  we  are  paying 
much  more  for  them  than  we  have  to." 
Like  many  other  economists,  Denison 
would  prefer  some  form  of  pollution  tax 
to  a  rigid  regulatory  approach.  The  tax 
could  be  set  high  enough  to  achieve  any 
desired  reduction  in  pollution,  while 
business  would  be  free  to  find  the  best 
way  to  minimize  its  combined  tax  and 
cost  burden. 

In  the  health  and  safety  area,  Denison 
finds  a  surprising  result:  Despite  all  the 
screaming  about  the  1971  Occupational 
Safety  &  Health  Act,  it  has  had  a  negligi- 
ble effect  on  business  spending. 

On  the  other  hand,  Denison  pinpoints 
a  huge  cost  impact  from  passage  of  the 
Metal  and  Nonmetallic  Mine  Safety  Act 
of  1966  and  the  Coal  Mine  Health  & 
Safety  Act  of  1969.  Coal  mine  productiv- 
ity peaked  in  1968  and  has  since  fallen  by 
about  one-third.  In  copper  and  iron  min- 
ing, the  peak  came  in  1970,  and  in  other 
nonmetallic  mining  in  1973. 

The  cumulative  effect  of  these  shifts  is 
hammered  home  by  one  simple  calcula- 


tion: Prior  to  1968  coal  mine  productivity 
had  been  rising  about  6.5%  a  year.  Re- 
versing that  trend  meant  that  by  1975 
productivity  was  less  than  one-half  what 
it  would  have  been  if  the  trend  had 
continued.  Mining  was,  and  is,  the  most 
dangerous  major  occ  upation  in  the  coun- 
try, and  new  safety  requirements  were 
desperately  needed.  Denison's  study 
simply  makes  clear  that  better  protection 
for  coal  miners  means  higher  prices  for 
people  who  use  electricity  or  otherwise 
use  the  end  products  of  coal. 

The  same  is  true  when  society  is  un- 
willing or  unable  to  prevent  a  rise  in 
crime:  The  general  public  pays,  because 
business  must  diffuse  the  cost  of  pilfer- 
age, arson,  vandalism — and  consequent 
high  insurance  costs — through  its  price 
structure. 

Add  up  all  these  disguised  costs  and 
you  get  a  probable  penalty  last  vear  alone 
of  $36  billion,  or  nearly  2%  of  the  GNP. 

Denison  concedes  that  the  economic- 
impact  of  government  regulation  is  not 
large  enough  to  explain  anything  like  all 
the  slump  in  productivity  gains  since 
1969.  "Even  after  you  take  account  of 
these  things,  the  change  in  productivity 
is  terrible,"  he  says.  In  one  of  his  earlier 
works,  Accounting  for  United  States 
Economic  Growth  1929-1969,  which  was 
published  by  Brookings  in  1974,  Deni- 
son identified  a  long  list  of  the  sources  of 
economic  growth  over  40  years.  They 
ranged  from  changes  in  the  size  and 
characteristics  of  the  labor  force  to  great- 
er capital  investments  to  advances  in 
knowledge. 

But  since  1973  productivity  has  been 
declining  in  ways  that  Denison's  factors 
don't  explain.  "There  is  something  else 
going  on  and  I  don't  know  what  it  is," 
he  says.  Some  new  development  oc- 
curred about  1973.  One  explanation, 
which  he  considers  "sort  of  plausible," 
is  that  "the  weight  of  government  regu- 
lation has  become  so  heavy  that  busi- 
nesses are  no  longer  trying  to  match 
their  competitors  but  instead  are  trying 
to  outwit  the  government."  But  why 
should  that  show  up  so  abruptly  in  the 
numbers?  Denison  doesn  t  know. 

These  are  the  kinds  of  arcane  and 
terribly  important  questions  Ed  Deni- 
son is  mulling  over  in  his  small  sev- 
enth-floor corner  office  at  Brookings. 
His  work  is  providing  powerful  ammu- 
nition for  those,  like  himself,  who  be- 
lieve that  the  costs  of  controlling  pollu- 
tion and  improving  worker  health  and 
safety  are  so  large  that  the  country  can 
ill  afford  to  keep  on  trying  to  reach  its 
goals  in  those  areas  while  ignoring  the 
question  of  who  pays.  ■ 
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RCA  launches  television's  first 
4-hour  video  cassette  recorder. 


When  television  becomes  more  versatile,  it's  only 
•*'  natural  to  find  RCA  right  there. 

The  SelectaVision  video  cassette  recorder  is  the 
first  video  cassette  recorder  with  a  4-hour  capacity 
on  a  single  cassette. 
•  Viewers  can  tape  any  program  off  the  air,  replay  it 

at  their  own  convenience— and  use  the  same  cassette 
again  and  again  for  additional  recording.  They  can  record 
from  one  channel  while  viewing  another.  A  built-in  timer 
.   makes  it  possible  to  tape  up  to  4  hours  automatically  while 
everyone  is  asleep  or  away.  There  is  even  a  black  &  white 
camera  option  that  enables  anyone  to  shoot  a  home-grown 
television  special. 

RCA  is  marketing  this  exciting  new  consumer  product 
at  a  highly  attractive  optional  retail  price  — and  with 
heavy  promotional  and  advertising  support.  The  goal :  to 
carve  out  a  significant  share  of  what  promises  to  be  a 
billion-dollar  market. 

From  home  entertainment  products  to  Coronet  floor  coverings, 
from  Hertz  rental  cars  to  weather  satellites,  RCA  is  dedicated  to 
innovation,  quality  and  steadygrowth.  ©  1977 rca corporation 


A  WHOLE  CITY 
NEARLY  LOST  ITS  LIFE 
BECAUSE  ONE  COW 
KICKED  THE  BUCKET. 


Mrs.  O'Leary's  cow,  so  it  goes, 
kicked  over  a  kerosene  lamp 
in  a  shed  on  De  Koven  Street.  The 
resulting  holocaust  destroyed 
nearly  one  third  of  Chicago. 

Calamitous  events  have  a 
way  of  starting  small  and  spreading 
fast.  The  closing  of  one  factory 
can  put  a  whole  town  out  of 
action.  Without  jobs,  people  can't  be 
customers. .  .without  customers, 
local  business  suffers. .  .as  the 
tax  base  dwindles,  municipal 
government  feels  the  strain . . . 

Most  of  us  don't  recognize 
how  important  insurance  is  to  the 
way  we  live.  Practically  everything 
in  America  today  is  bound  together 
by  a  vital  network  of  insurance 
protection.  Without  that  protection, 
the  effect  of  a  single  catastrophe 
could  spread  throughout  the 
economy  like  ripples  in  a  pool. 

Industrial  Indemnity  is  a  part 
of  our  competitive,  free  enterprise 
system.  We  are  dedicated  to  making 
it  more  efficient  by  helping  people 
and  restoring  property. . .  explaining 
coverages  better. . .  paying  claims 
faster. . .  providing  new  forms  of 
protection. .  .encouraging  safer 
conditions  at  home  and  on  the  job 
. .  .and  making  insurance  available 
at  reasonable  prices. 

Without  the  protection  offered 
by  companies  like  Industrial 
Indemnity  through  independent 
agents  and  brokers,  practically 
everything  we  own,  indeed, 
our  whole  way  of  life,  would  be  in 
danger  of  going  up  in  smoke. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER  INSURANCE  COMPANIES 
THE  POLICY  MAKERS. 

I  ndustrial  Indemnity  Home  Office:  San  Francisco  94120 

Helping  insure  the  American  way  of  life 


Home,  Sweet  Home 

Alan  Greenspan  thinks  that  "house-rich" 
consumers  are  rewriting  old,  reliable  rules 
about  installment  debt.  What  if  he's  wrong? 


Choose  one: 

1)  The  American  consumer,  up  to  here 
in  debt,  is  about  to  cut  spending. 

2)  In  spite  of  his  heavy  debt  load,  the 
American  consumer  still  has  plenty  of 
resources  and  will  go  right  on  spending. 

Obviously  it  makes  a  big  difference. 
With  business  holding  back  on  capital 
spending  and  the  government  increasing 
spending  only  moderately,  it  is  only  the 
consumer  who  can  keep  the  economy 
growing.  But  don't  ask  the  economists 
which  is  the  correct  answer.  They  will 
only  confuse  you.  There  are  almost  as 
many  who  will  pick  1)  as  will  pick  2). 

Consumer  credit  analysts  have  a  pet 
thesis  that  says:  Whenever  the  annual 
rate  of  change  in  consumer  credit  out- 
standing amounts  to  more  than  2%  of 
personal  disposable  income,  individuals 
cut  back  on  use  of  credit  until  income 
catches  up  to  debt.  This  theory  has  been 
an  accurate  predictor  throughout  the 
past  25  years.  Its  advocates  blame  the 
slowdown  in  auto  sales  on  fourth-quarter 
growth  of  consumer  credit. 

A  new  line  of  reasoning  is  emerging, 


however,  that  takes  into  account  the  sub- 
stantial impact  of  inflation  on  real  proper- 
ty. Individuals  whose  homes  have  appre- 
ciated 20%  to  100%  or  more  don't  worry 
much  about  new  debt  because  they  feel 
house-rich.  The  house  they  paid  $25,000 
for  15  years  ago  would  bring  $50,000 
today.  Their  equity,  represented  by  the 
difference  between  the  market  value  of 
the  house  and  the  remaining  mortgage, 
makes  them  feel  richer. 

Alan  Greenspan,  president,  Town- 
send-Greenspan  &  Co.,  and  President 
Ford  s  chairman  of  the  Council  of  Eco- 
nomic Advisers,  is  counting  on  this  kind 
of  "wealth"  to  keep  the  consumer  spend- 
ing. In  the  past  year,  he  asserts,  rising 
single-family,  owner-occupied  home 
prices  have  generated  potential  capital 
gains  of  about  $150  billion.  This  appre- 
ciation is  much  more  than  mere  theory. 
In  1977  alone,  he  insists,  about  $50  bil- 
lion of  the  increase  in  housing  values  was 
realized.  Some  of  it  was  used  as  addition- 
al down  payment  on  newer,  larger 
homes.  But  a  good  part  of  the  $50  billion 
was  spent  for  other  purposes. 


Greenspan  believes  that  this  phenom- 
enon of  using  housing  equity  to  finance 
other  purchases  will  continue  to  be  a 
major  factor  supporting  consumer  sales. 
Yet  he  could  be  wrong.  Easily. 

As  recently  as  1972,  realized  capital 
gain  was  only  $10  billion  to  $12  billion, 
well  below  the  current  $50-billion  rate. 

The  recent  rise  of  interest  rates  could 
well  reverse  the  rising  use  of  mortgage 
credit.  Home  owners  take  pride  in  their 
low-interest-rate  mortgages. 

The  Greenspan  scenario,  consequent- 
ly, could  very  well  stumble  as  home 
owners  rebel  at  the  prospect  of  paying 
higher  interest  rates  on  new  mortgages 
and  when  they  feel  their  main  asset  is 
appreciating  more  slowly. 

Granted,  there  is  more  comfort  for  the 
businessman  in  the  Greenspan  analysis 
than  in  the  more  conventional  one.  But 
the  latter  looks  a  more  likely  bet  right 
now.  If  Forbes  is  correct — and  if  Green- 
span is  wrong — one  might  well  ask: 
Where  is  this  huge  surge  in  demand 
coming  from  that  is  supposed  to  fuel  a 
big  new  surge  in  inflation?  ■ 


A  Money  Cornucopia 

Outlook  for  1978:  continuing  buildup  of  discretionary  cash 


1976         1977  1978* 

Increased  personal 
disposable  income 


1976         1977  1978* 

.  .  .  will  cover  personal 
consumption  spending 


1976        1977  1978* 

. .  .  and  still  leave 
enormous  savings. 


estimated  by  the  President's  Council  of  Economic  Advisers 
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"If  your  building  wire  isn't  copper, 
someone  is  still  living  in  the  dark." 


Does  it  make  a  difference  whether  your  build- 
ing wire  is  copper  or  not?  It  does  indeed. 

Copper  is  not  only  unbeatable  as  a  conductor 
of  electricity,  it  carries  the  power  safely.  It  doesn't 
loosen  or  break  in  service.  It  is  highly  resistant  to 
corrosion.  And  because  it  doesn't  require  special 
fittings  and  precautions,  it  installs  easier,  faster 
and  at  lower  cost. 

With  all  this,  you  may  be  glad  to  learn  some 
other  facts  about  copper  today. 
•  Unlike  some  metals,  America  is  virtually  self- 
sufficient  in  copper.  We  need  not  worry  about 
being  cut  off  by  foreign  suppliers. 


•  Over  40%  of  America's  copper  needs  are  met 
through  recycling,  further  assuring  its  long- 
range  availability. 

•  Copper,  too,  takes  comparatively  little  energy  to 
produce.  A  pound  of  copper,  for  example,  requires 
less  than  half  the  amount  of  energy  needed  to 
produce  a  pound  of  aluminum. 

•  Finally,  copper  is  not  just  a  purchase,  but  an 
investment.  Over  the  last  25  years,  the  value 
of  used  copper  has  more  than  doubled. 

If  you're  making  a  decision  between  copper 
and  a  substitute,  let  us  know.  We'd  like 
to  help  shed  some  light  on  the  subject. 


phelps 
dodge 

U 300  Park  Avenue.  New  York,  NY  1 0022 

Today,  more  than  ever,  there's  no  real 
substitute  for  copper. 


What's  Yours  Is  Mine 


To  oblige  some  special  interests,  Congress  is  being  asked  to  pass  legislation 
that  could  drive  one  more  spike  into  the  coffin  of  the  U.S.  railroad  industry. 


By  JAMES  COOK 

Wrapping  itself  in  the  banner  of  free 
competition,  a  powerful  special  interest 
group  is  close  to  persuading  Congress,  in 
effect,  to  confiscate  the  property  rights  of 
its  competitors. 

Too  brazen  to  be  true?  Not  at  all.  At 
stake  is  special  legislation  introduced  by 
Congressman  Bob  Eckhardt  (D-Tex.) 
that  would  give  the  sponsors  of  coal  slur- 
ry pipelines  the  right  of  eminent  do- 
main. According  to  those  who  know  the 
ways  of  Congress,  this  complex  piece  of 
legislation  has  an  excellent  chance  of 
passing.  Pushing  for  it  are  such  influen- 
tial outfits  as  the  San  Francisco  engineer- 
ing and  construction  company,  Bechtel 
Corp.,  Houston  Natural  Gas,  Texas 
Eastern  Transmission  and  Wall  Street's 
Lehman  Brothers  Kuhn  Loeb. 

"All  we  want,"  says  W.  Pat  Jennings, 
president  of  the  Slurry  Transport  Associ- 
ation, "is  an  opportunity  for  the  free 
competitive  enterprise  system  to  work." 
The  pipeline  sponsors  want  to  build  their 
pipelines  across  railroad  property;  the 
railroads  don't  want  to  let  them.  But  the 
Eckhardt  bill  would  permit  these  private 
businesses  to  use  a  power  normally 
granted  primarily  to  public  utilities — 
and  by  the  federal  government  only  to 
natural  gas  transmission  companies — to 
condemn  whatever  property  they  need 
for  their  lines. 

Slurry  is  a  mixture  of  ground  coal  and 
water,  and  one  273-mile  line  already  op- 
erates between  an  Arizona  coal  mine  and 
a  Nevada  power  plant.  A  half  dozen  oth- 
ers have  been  proposed  linking  western 
coal  fields  with  plants  in  Texas  and  the 
Southeast,  but  most  won't  be  built  un- 
less the  federal  government  grants  them 
the  power  of  eminent  domain. 

This  seemingly  obscure  bill  could  very 
well  end  up  condemning  a  major  part  of 
the  U.S.  railroad  system  to  the  fate  of  the 
Penn  Central.  All  this  in  the  name  of  as 
yet  unproven  claims  of  long-range  cost 
savings  in  coal — but  with  an  undeniably- 
huge  use  of  scarce  capital. 

By  1985  U.S.  coal  production  could 
well  increase  from  the  current  665  mil- 
lion tons  a  year  to  1.2  billion.  Normally, 
two-thirds  of  this  moves  by  rail,  the  rest 
by  barge  and  truck.  Coal  is  the  rail  sys- 
tem's single  biggest  commodity,  gener- 


ating nearly  20%  of  all  traffic  volume, 
14%  of  revenues  but  probably  a  much 
larger  percentage  of  the  ultimate  profit. 
Coal  and  railroads  are  made  for  each 
other,  because  coal  handling  can  b'e 
automated  to  a  fare- thee- well.  Railroads 
with  heavy  coal  volume,  the  Norfolk  & 
Western,  Chessie  and  Burlington  North- 
ern, prominent  among  them,  are  among 
the  nation's  most  prosperous.  And  as 
coal  production  moves  westward,  it 
promises  to  give  a  big  boost  to  the  ailing 
midwestern  roads,  two  of  which,  the 
Rock  Island  and  the  Milwaukee,  are  al- 
ready in  receivership. 

Slurry  pipelines,  howev-   

er,  could  easily  skim  off  the 
cream  of  the  coal  and  there- 
by darken  the  future  of  an 
entire  industry.  By  the  mid- 
or  late  1980s,  a  Hudson  In- 
stitute study  sponsored  by 
the  Burlington  Northern 
has  concluded,  coal,  slum' 
pipelines  "could  be  carrying 
the  bulk  of  western  coal, 
while  others  might  conceiv- 
ably pick  up  a  significant 
portion  of  eastern  coal  at 
some  future  date.  " 

In  bidding  for  such  traffic, 
the  pipeliners  claim  a  sig- 
nificant cost  advantage.  Be- 
cause their  main  operating 
cost  consists  of  interest  on 
their  construction  outlay, 
they're  relatively  immune 
to  inflation.  Not  so  the  rail- 
roads, with  their  high  labor 
component.  In  a  case  the 
pipeliners  like  to  cite,  the 
Burlington's  coal  rate  from 
Wyoming  to  San  Antonio 
would  have  gone  from  $7.90 
a  ton  in  1973  to  $17.34  in 
1977,  if  the  Interstate  Com- 
merce Commission  had  not 
forced  them  back  to  $11.94 
per  ton. 

In  arguing  for  passage  of 
their  special  interest  legisla- 
tion, the  pipeline  propo- 
nents are  making  some  sub- 
stantial claims. 

The  Energy  Transport 
System  plans  a  $955-mil- 
lion,    1,000-mile    line  be- 


tween Gillette,  Wyo.  and  Baton  Rouge, 
La.  that  will  deliver  25  million  tons  of 
coal  a  year  to  a  group  of  southern  utili- 
ties, almost  half  as  much  coal  as  the 
Burlington  currently  carries.  Middle 
South  Utilities  claims  the  line  will  save  it 
$14  billion  in  transportation  costs  over  a 
30-year  period,  or  an  average  of  $466 
million  a  year.  The  proposition  is  some- 
what theoretical,  however,  as  railroad 
rates  are  known,  while  pipeline  rates  can 
only  be  guessed  at.  No  slurry  line  on  the 
scale  of  the  ETS  project  has  yet  been 
built,  and  pipeline  costs  have  been 
known  to  run  awav  before — witness  the 


Which  Way  For  Coal?  Underground  slurry  pipelines 
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Alaska  pipeline,  whose  costs  rose  from 
an  original  $900  million  to  around  $8 
billion.  Similar  overruns  could  conceiv- 
ably afflict  the  slurry  pipelines. 

"Coal  slum'  pipelines,"  a  congression- 
al Office  of  Technology  Assessment 
study  concluded  in  January,  "do  repre- 
sent under  some  specific  circumstances 
the  least  costly  available  means  for  trans- 
porting coal."  If  so,  why  not  take  the 
wraps  off,  let  the  two  modes  compete? 

Well,  for  one  thing,  because  the  pipe- 
lines will  effectively  offer  only  selective 
competition.  The  economics  of  slurry 
pipelines  depend  on  moving  large  vol- 
umes of  coal  long  distances,  the  larger 
and  longer  the  better,  just  as  the  rail- 
roads do,  but  because  the  pipelines  gen- 
erally involve  much  larger  minimum  vol- 
umes to  be  economic,  they  11  target  in  on 
what  is  probably  the  railroads'  most  prof- 
itable coal  traffic. 

But  even  granting  that  the  pipelines 
can  sometimes  offer  significant  savings, 
such  savings  would  probably  take  money 
out  of  one  pocket  to  put  into  another. 
Here's  why: 

By  law,  the  railroads  must  act  as  com- 
mon carriers — that  is,   accept  at  ap- 


proved (not  necessarily  profitable)  rates 
any  commodities  offered  for  transport. 
This  has  meant  in  effect  that  the  com- 
modities on  which  the  railroads  make 
money  (such  as  coal)  have  tended  to 
subsidize  those  on  which  they  do  not — 
"the  sort  of  operation  that,  if  we  weren't 
regulated,  we'd  abandon,"  says  William 
H.  Dempsey,  head  of  the  Association  of 
American  Railroads.  "The  railroads 
couldn't  say  to  the  city  of  San  Antonio, 
We  are  not  willing  to  accept  that  rate 
because  it  is  not  remunerative,  and  we 
are  not  going  to  provide  you  with  ser- 
vice." The  pipeline  companies,  on  the 
other  hand,  could  refuse  to  proceed  with 
a  project  if  the  rates  were  unacceptable. 

If  the  railroads  were  a  true  monopoly 
like  the  telephone  or  utility  businesses, 
there  probably  wouldn't  be  any  prob- 
lem. If  the  slurry  pipelines  took  away 
coal  business,  the  rails  might  recoup  by 
raising  rates  on,  say,  grain.  But  there's  a 
limit  to  how  far  they  can  go.  Though 
their  prices  are  rigidly  regulated,  they're 
subject  to  selective  competition  from  al- 
most everything  that  moves.  As  a  result, 
close  competition  has  restricted  both 
their  rates  and  their  profits  so  severely 


to  power  plant  dewatering  pools  (below  left)  or  100-car  unit  trains  from  mine  to  market. 


that  the  industry  has  not  earned  more 
than  4%  on  its  investment  in  20  years,  or 
more  than  5%  in  35  years. 

The  pipeliners  no  longer  insist  that  the 
railroads  lack  the  financial  or  competitive 
vigor  to  move  the  coal  that's  going  to  be 
needed.  The  railroads  already  have 
much  of  what  they  need  to  move  a  huge 
volume  of  coal,  and  the  additional  freight 
cars,  locomotives  and  heavier  track 
they'll  need  in  some  areas  as  the  traffic 
expands  can  be  put  into  place  fairly 
quickly.  So  the  pipeliners  are  now  in- 
clined to  argue  that  pipelines  are  neces- 
sary to  keep  railroad  rates  in  check,  but 
in  check  mainly  for  certain  individual 
utility  companies  and  their  customers. 
The  rest  of  the  shipping  public  may  wind 
up  paying  the  bill.  "A  slurry  pipeline," 
the  Office  of  Technology  Assessment 
study  concluded,  "may  lower  the  ship- 
ping costs  of  a  utility  while  raising  them 
for  noncoal  rail  users." 

So  the  basic  issue  remains  one  of  pub- 
lic policy:  Is  it  in  the  best  interests  of  the 
U.S.  to  encourage  the  development  of 
yet  another  specialized  carrier  to  skim  off 
some  of  the  most  profitable  and  promis- 
ing traffic  the  common  carrier  railroads 
  have?  Rail  passenger  ser- 
vice, once  subsidized  by  the 
railroads,  now  costs  the  tax- 
payers $500  million  a  year, 
while  the  government's 
Conrail  system  now  absorbs 
close  to  $1  billion  annually. 

It  was  the  emergence  of 
the  specialized,  exempt, 
private  and  contract  compe- 
tition, chiefly  trucks,  that  fa- 
tally weakened  the  railroads 
in  the  East,  and  it  was  the 
loss  of  its  coal  traffic  that 
finally  pushed  Penn  Central 
over  the  brink.  The  slurry 
pipelines  may  not  cost  the 
railroads  a  ton  of  existing 
traffic,  but  they  would  skim 
off  their  best  hope  for  traffic 
growth.  Without  that  the 
rails  face  a  dismal  future. 

Of  course,  the  marginal 
railroads  can  always  wind  up 
wards  of  the  state,  and  the 
prosperous  ones  can  go  into 
pipelining  themselves — as 
the  Southern  Pacific,  Burl- 
ington Northern  and  Santa 
Fe  have  talked  of  doing. 

There  is  no  reason  why 
coal  slurry  lines  should  not  be 
built — as  the  Energy  Trans- 
port Line  will  be — within  the 
framework  of  existing  law. 
But  neither  is  there  any  rea- 
son why  railroads  should  give 
up  their  birthright — espe- 
cially to  potential  competi- 
tion whose  future  benefits 
seem  more  limited  than  their 
proponents  suggest.  ■ 
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The  Money  Men 


Ed  Myers:  Right 
Where  The  Action  Is 


At  a  time  when  a  good  many  Wall 
Streeters  art-  out  of  work,  Edwin  S. 
Myers  Jr. ,  42,  has  just  landed  a  new  job 
which  will  pay  him,  a  friend  at  a  rival 
firm  speculates,  over  a  quarter  of  a  mil- 
lion dollars  a  year.  Myers  has  the  kind  of 
skill  that  almost  enables  him  to  write  his 
own  ticket — even  in  a  sick  industry.  He 
is  considered  The  Street's  premier  ex- 
pert in  preferred  stocks.  He  built  the 
preferred  stock  department  at  Loeb, 
Rhoades  into  one  of  the  best  around. 
When  the  Loeb  firm  merged  with 
Hornblower,  Weeks  last  January,  Myers 
picked  up  and  moved  to  venerable  Dil- 
lon, Read,  taking  most  of  his  senior  asso- 
ciates with  him.  "The  only  one  who 
didn't  come  with  me  to  Dillon,  Read  was 
a  guy  who  s  going  to  Goldman,  Sachs  to 
set  up  a  department  there,"  grins  the 
burly,  good-natured  Myers. 

So  you  thought  preferreds  were  a  stag- 
nant backwater?  Look  again.  True 
enough,  they  used  to  be.  When  common 
stocks  were  selling  at  price/earnings 
multiples  of  20,  30  and  even  more,  it  was 
usually  much  cheaper  for  companies  to 
issue  common  equity.  That  or  sell  bonds, 
whose  interest,  unlike  preferred  divi- 
dends, is  tax  deductible.  In  those  days, 
the  only  companies  to  issue  preferreds  in 
quantity  were  utilities,  who  desperately 
needed  equity  capital. 

Investors  generally  used  to  shun  pre- 
ferreds, too.  Preferred  stocks  were  ugly 
hybrids — half  stock,  half  bond — with 
neither  the  big-killing  potential  of  com- 
mon stocks  nor  all  the  safety  of  a  bond. 
After  all,  a  company  can  suspend  its 
preferred  dividend  (but  not  the  interest 
on  its  debt)  without  going  into 
bankruptcy. 

Lately,  however,  that's  all  changed. 
Common  stocks  are  virtually  impossible 
to  sell  or  too  expensive  to  sell.  As  for 
bonds,  well,  most  companies  are  trying 
to  cut  their  debt,  not  increase  it.  Thus 
new  issues  of  preferreds  have  grown 
from  around  $600  million  a  year  in  1969 
to  $3.6  billion  in  1977,  a  record.  That 
$3.6  billion  includes  $1.9  billion  sold  to 
the  public,  and  $1.7  billion  of  private 
placements  to  institutions,  but  it  doesn  t 
include  the  hundreds  of  millions  of  dol- 
lars worth  of  preferreds  recently  created 
by  the  torrent  of  companies  effecting 
mergers  and  acquisitions. 

All  this  means  tens  of  millions  of  dol- 


lars annually  in  commissions  and  under- 
writing fees  for  hard-pressed  Wall 
Street.  And  puts  Ed  Myers  once  arcane 
specialty  right  in  where  the  action  is. 

Myers'  entree  into  the  world  of  pre- 
ferred stocks  was  largely  serendipitous,  a 
case  of  finding  himself  in  the  right  place 
at  the  right  time.  It  was  1971,  and  he  was 
in  relative  obscurity  as  head  of  the  Alba- 
ny office  of  Spencer  Trask. 
Suddenly,  Spencer  Trask's 
preferred  stock  department 
was  decimated  in  a  raid  by 
another  firm,  so  Myers  was 
sent  to  New  York  to  rebuild 
it.  A  marketing  and  distri- 
bution man  by  training, 
Myers  had  little  expertise  in 
trading.  Rut  he  turned  out 
to  be  just  the  man  for  the 
job.  The  preferred  market, 
he  soon  discovered,  can  be 
treacherously  thin  and  illiq- 
uid, so  a  trader  with  a  good 
marketing  and  distribution 
network  will  succeed  where 
others  often  fail. 

Meanwhile,  investors,  big 
and  small,  were  discovering 
preferreds.  Life  insurance 
companies  have  always  liked 
preferreds  because  their 
dividends  are  virtually  tax- 
exempt  to  corporate  owners, 
since  only  15%  of  dividends 
paid  from  one  corporation  to 
another  are  taxed.  Increas- 
ingly, banks  and  corporate 
treasurers  are  becoming 
educated  on  that  point  as 
well.  Meanwhile,  preferreds 
have  enjoyed  burgeoning 
popularity  among  individual  investors, 
and  companies  have  recently  tailored 
their  new  issues  in  $10,  $25  and  $50 
(rather  than  the  customary  $100)  par  de- 
nominations to  appeal  to  the  little  guy. 

Whether  the  average  investor  has  any 
business  in  preferred  stocks  is  quite  an- 
other question.  Chances  are  that  he 
doesn't.  Individuals  don't  get  the  tax  ad- 
vantage from  preferreds  that  corpora- 
tions do,  so  they  aren't  compensated 
much  for  the  fact  that  the  risk  is  some- 
what higher  than  in  bonds.  Rut  that  isn't 
Myers  problem.  As  he  puts  it:  "The 
public  is  yield  crazy  now."  So  Wall 
Street  has  been  able  to  peddle  the  $10, 


$25  and  $50  preferreds  to  small  inves- 
tors— thanks  in  part  to  unusually  gener- 
ous commissions  offered  to  registered 
representatives. 

"It's  my  estimate  that  we  could  see  a 
new  preferred-issues  market  a  few  years 
out  that  could  reach  $7  billion  to  $10 
billion,"  says  Myers.  One  reason  for  his 
optimism:  If  the  Carter  Administration 
reduces  the  double  taxation  of  corporate 
dividends — say,  by  permitting  compa- 
nies to  deduct  dividends  from  their  tax- 
able income — preferreds  could  become  a 
cheaper  financing  vehicle. 

All  of  this  growth — and  the  potential 
for  more — is  drawing  more  players  into 


Proffers  Preferreds:  Edwin  Myers  of  Dillon,  Read 
trades  preferred  stocks,  markets  them,  underwrites 
them,  places  them,  arbitrages  them. 


the  preferred  market,  most  of  which  is 
over  the  counter.  "There  formerly  were 
very  few  Wall  Street  firms  that  were 
involved  with  preferreds  on  a  day-to-day 
basis,  but  the  market  has  expanded  to 
where  you  probably  have  16  or  18  firms 
today,"  Myers  says. 

Surprisingly,  it  is  a  risky  business. 
Since  preferred  stocks  are  basically 
fixed-income  securities,  they  fluctuate 
with  interest  rates:  When  rates  go  down, 
their  prices  rise,  and  vice  versa.  Those 
fluctuations  get  magnified  when  traders 
start  throwing  big  blocks  around  to  insti- 
tutional customers  and  each  other.  "Rack 
in  1971,  the  unit  of  trading  was  perhaps 
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SERVE  US  YOUR  TOUGHEST  RANKING  PROBLEM!  At  North  America  solving 
your  toughest  banking  problem  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
closely  with  you  to  find  solutions  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
Money  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
assets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
service  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
company  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
the  winning  solution. 


QT 


National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAI  CORPORATION 


Quick-stop  precision  to  bomb  out  fires 

By  pulling  his  Bell  JetRanger  up  into  a  "quick  stop,"  this  Los  Angeles  City  Fire  Department  pilot  directs  his 
full  load  of  fire  suppressant  onto  a  particular  hot  spot— an  impossible  maneuver  with  a  fixed-wing  aircraft 
Helicopters  from  Bell  Helicopter  Textron  are  increasingly  used  in  fighting  forest  and  brush  fires.  Their  quick- 
response  capability  in  carrying  chemicals  and  attack  crews  to  remote  areas  makes  them  indispensable 


Programing  a 
40-year-old 

The  Bridgeport  Series  1  milling 
machine,  introduced  in  1938,  quickly 
became  the  world's  most  popular 
machine  tool.  Now  Bridgeport /Textron 
also  makes  it  available  with  computer- 
ized numerical 
control,  which  puts 
it  in  the  forefront  of 
modern  production 
techniques  and 
should  make  it 
good  for  another 
forty  years. 


How  to  put  pen  to  paper 
and  increase  profits 

In  the  spring  of  1 976,  the  Sheaffer  Pen  and 
Eaton  Paper  Divisions  of  Textron  were  merged, 
with  obvious  marketing  advantages  The  whole 
has  already  become  greater  than  the  sum  of 
its  parts,  producing  significant  increases  in 
sales  and  profits. 


With  26  Divisions,  each  a  leader  in  its  field, Textron  has 
the  resources  and  the  technology  to  take  advantage  of 
many  new  ideas  and  opportunities. 

Our  balanced  product  mix  ranges  from  consumer 
goods  to  industrial  components,  from  capital  goods  to 
aerospace  systems.  R&D  expenditures  are  at  record 
levels. 

We  develop  our  own  management,  too.  Only  3  of 
our  18  top  corporate  officers  were  recruited  from  out- 
side, and  only  4  of  our  26  divisional  presidents. 


The  value  of  Textron's  approach  is  proved  by  the 
results.  Our  ten-year  (1972-1982)  goals  are  10%  com- 
pounded annual  growth  in  net  income  and  8%  in  sales. 
To  date  we're  on  target  in  income  growth . .  and  ahead 
of  schedule  in  sales. 

Putting  resources  to  work  where  they  will  do  the 
most  good— that's  what  private  enterprise  is  all  about. 
And  that's  what  we  do  at  every  Division  of  Textron 

For  more  information,  write  Textron,  Providence, 
Rhode  Island  02903. 


Ideas  well  managed. 


TEXTRON 


The  Money  Men 


$50,000  to  $100,000,"  says  Myers,  shak- 
ing his  head  at  the  memory.  "The  units 
of  trading  that  we're  familiar  with  now 
are  $l-million  to  $2-million  blocks."  On 
a  $l-million  block,  a  .05%  rise  in  interest 
rates  could  cost  the  holder  $6,500. 

Perhaps  the  most  intricate  of  all 
Myers'  activities  is  that  of  arbitraging 
preferred  stock  involved  in  mergers  and 
acquisitions.  The  idea  is  to  make  a  tiny 
spread  profit  on  huge  amounts  of  shares. 

For  example,  last  August  Tenneco 
proposed  an  exchange  of  a  new  prefer- 
ence stock  for  the  common  stock  of 
Philadelphia  Life  Insurance.  Each  Phila- 
delphia Life  share  would  be  exchanged 
for  around  $24  worth  of  Tenneco  prefer- 
ence stock,  so  the  arbitragers  bid  Phila- 
delphia Life  right  up  to  within  a  fraction 
of  a  point  of  $24,  hoping  to  make  a 
bundle  by  multiplying  the  tiny  spread 


". . .  On  a  $1 -million  block, 
a  .05%  rise  in  interest 
rates  could  cost  $6,500  . . ." 


times  the  millions  of  shares  they  held. 

"We  bought  Philadelphia  Life  to  'cre- 
ate' Tenneco  preference  stock,"  explains 
Myers,  who  was  then  at  Loeb,  Rhoades. 
But  the  investment  decision  was  com- 
plex. "You  have  to  weigh,  number  one, 
whether  the  merger  is  going  to  go 
through,"  Myers  says.  "Number  two, 
what  is  the  fundamental  value  of  the 
security  you're  buying  [Philadelphia  Life 
common]  even  if  the  merger  doesn't  go 
through?  Number  three,  what  length  of 
time  is  there  between  the  proposal  of  the 
acquisition  or  exchange  and  the  time  it 
becomes  effective?  Your  [interest]  cost  of 
carrying  the  position  can  eat  you  up,  and 
the  money  market  may  change 
substantially. 

The  Tenneco-Philadelphia  Life  deal 
was  typical  of  the  kind  of  "limited  risk" 
arbitrage  that  Myers  likes.  The  merger 
wasn't  a  hostile  one,  where  the  danger  of 
the  deal  falling  through  is  far  greater. 
Even  in  hostile  deals,  however,  Myers 
makes  out  well.  When  the  deals  do  go 
through,  Wall  Street  often  finds  itself 
brimming  over  with  new  preferreds. 
Myers,  who  knows  where  the  institutional 
buyers  are,  makes  a  tidy  profit  by  snapping 
up  the  preferreds  and  placing  them. 

To  paraphrase  the  musical  Pippin:  "It's 
smart  to  be  lucky  and  it's  lucky  to  be 
smart.  Ed  Myers  wouldn't  have  gotten 
where  he  is  if  preferred  stocks  hadn't 
gotten  popular;  but  then  if  Myers  hadn't 
been  smarter  than  most  of  his  rivals  he 
wouldn't  have  gotten  very  far  either.  ■ 
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we're  twice  the  Company  we  were  5  years  ago 

In  1972,  Conrac's  sales  were  $58,329,000.  In  1977,  they  were 
$133,323,000.  In  the  same  period,  earnings  per  share  rose  from 
$1.30  to  $3.38,  a  compound  growth  rate  of  21  percent.  Our 
primary  business  is  communications... it's  also  our  fastest  grow- 
ing and  most  profitable.  In  1977,  it  gave  us  two-thirds  of  our 
sales  and  three-quarters  of  our  profit.  Our  steady  growth  has 
enabled  us  to  increase  our  dividend  56  percent  since  July,  1976. 
If  you'd  like  to  know  more  about  us  (we're  NYSE-CAX)  write: 
Investor  Relations. 

CONRAC 


Conrac  Corporation,  Three  Landmark  Square,  Stamford,  Conn.  06901 


Tax-free  income 
with  a  commitment 
to  quality  and  stability. 

The  investor  who  considers  portfolio  quality  before  yield  should  be 
pleased.  Our  tax-free*  bonds  are  at  least  A  quality.  Most  are  rated 
higher. 

Continuous  management  and  shorter  maturities  (12  years  or 
less)  add  further  stability. 

Funds  may  be  withdrawn  by  phone  or  check  without  charge. 
In  fact,  there  are  no  sales  charges. 

The  minimum  initial  investment  is 
$10,000.  Write  or  call  for  a  copy  of  our 
portfolio.  It  explains  = 
these  qualities  in  detail. 


FIDELITY 

LIMITED  TERM  MUNICIRXLS 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect 
(617)  726-0650 

'A  portion  of  the  income  may  be 
subject  to  some  Federal,  state  or  local  tax 

FIDELITY  GROUP 


I 


I 

Over  $3  billion  ot  assets  under  management.  | 


Box  832,  Dept.  FF80220 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees,  other  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

NAME 
ADDRESS 
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re  redesigning  our  marketir 


pproach  to  serve  industry  needs!* 

John  D.  deButts,  Chairman,  AT&T 


"A  year  ago,  I  reported  on  the  Bell  System's  commit- 
ment to  problem  solving,  industry  by  industry 

'Today,  we  have  specialized  teams  of  problem  solvers 
for  every  one  of  the  industries  you  see  symbolized  here. 
Transportation.  Retailing.  Finance.  Health  Care.  Education. 
And  many  more. 

"To  help  answer  problems  unique  to  each,  we've  de- 
veloped and  we  now  market  a  variety  of  communications 
systems.  Any  proposal  we  make  to  your  company  for  one 
of  these  systems  includes  our  total  responsibility— from 
design  to  maintenance. 

'The  point  is,  we're  not  just  designing  a  symbol  for 
your  industry.  We're  redesigning  the  Bell  System's  market- 
ing approach  to  serve  your  industry's  needs." 

The  system  is  the  solution. 

Bell  System 


The  Banks 


Citibank's  New  Automated  Banking: 
Are  Machines  Politer  Than  People? 


While  Citibank  has  lost,  at  least  tempo- 
rarily, its  profit  lead  to  Bank  of  America 
(see  cover  stirry,  p.  43),  the  $77  billion 
New  York  institution  continues  to  write 
banking  history.  Citibank  is  engaged  in  a 
costly  experiment  that  is  likely  to  deter- 
mine the  course  of  retail  banking  in  the 
U.S.  over  the  next  decade  or  so. 

It  is,  quite  simply,  man  versus  ma- 
chine, with  Citibank  putting  its  money 
on  the  latter,  and  with  a  major  rival, 
Chemical  Bank,  spending  money  to  con- 
vince the  public  that  the  former  is  bet- 
ter. Citibank  is  understandably  reluctant 
to  confirm  its  total  dollar  commitment, 
but  trade  sources  close  to  the  numbers 
insist  that  Citibank  has  spent  about  $175 
million  on  developing  and  installing  its 
new  "Citicard  Banking  Center "  concept. 
It  has  plowed  roughly  $100  million  into 
research  and  development,  $35  million 
into  hardware  and  equipment  at  the 
branches,  and  $40  million  into  software. 
Not  many  banks  would  have  the  mon- 
ey— or  the  nerve — for  this  kind  of  spend- 
ing. Already  182  of  Citibank's  271 
branches  have  installed  new  automatic 
teller  machines. 

Everyone  is  aware  that  most  retail  cus- 
tomers are  pretty  unhappy  with  the 
treatment  they  get  at  banks,  long  lines, 
impersonal,  frequently  inefficient  and 
rude  service.  Citibank's  machines  are 
polite,  tend  to  eliminate  long  lines;  many 
work  seven  days  and  24  hours — although 
they  occasionally  malfunction.  Its  ad- 
vanced automatic  teller  machine  handles 
a  deposit  or  withdrawal  transaction  at 
any  hour  of  the  day  or  night  in  just  about 
35  seconds  on  average.  Not  only  can  the 
machine  work  faster  than  a  human  teller, 
but  by  virtue  of  working  around  the 
clock  (and  on  weekends)  it  thereby 
spreads  the  customer  load  and  shortens 
the  lines  and  waiting  time. 

Faced  with  this  challenge,  rival 
Chemical  Bank  is  spending  its  money 
countering  with  better  people  service.  It 
has  lengthened  working  hours  at  many 
branches,  opening  at  8  a.m.  instead  of  9, 
and  reopening  from  5  to  7  p.m.  instead 
of  staying  closed  after  3.  Chemical  sta- 
tions its  branch  managers  on  the  floor  to 
authorize  checks,  accept  deposit  slips 
and  even  help  with  a  loan.  It  also  has  a 
more  rudimentary  electronic  system 
whereby  machines  located  outside  of 
about  40  branches  will  accept  deposits  or 


pay  out  $100  up  to  four  times  daily  under 
certain  circumstances.  (A  Citibank  ma- 
chine will  pay  you  $200  and  can  be 
tapped  for  up  to  $1,000  a  day  if  its  com- 
puter says  you  are  good  for  it.) 

Automatic  tellers  are  not,  of  course, 
unique  to  Citibank;  they  are  in  use  in 
such  widely  assorted  places  as  Seattle 
and  Atlanta.  But  none  match  Citibank's 
in  sophistication.  The  Citibank  conver- 
sions are  a  model  of  efficiency.  Specially 
designed  modular  sections  permit  a 
branch  to  be  closed  down,  stripped  and 
rebuilt  within  just  36  hours  or  over  a 
weekend.  Each  branch  has  at  least  two  of 
the  machines;  if  one  breaks  down  the 
other  still  operates.  The  system  is  Citi- 
bank's and  Citibank's  alone.  It  was  de- 
signed by  its  wholly  owned  subsidiary. 
Transaction  Technology  Inc.,  located  in 
Los  Angeles.  The  machines  were  put 
together  for  Citibank  by  Diebold,  Inc., 
the  safe  people  in  Canton,  Ohio. 

Getting  into  the  bank  after  regular 
hours  involves  inserting  a  plastic  Citi- 
card into  an  electronic  door-opening  de- 
vice; the  same  card  activates  the  auto- 
matic teller  machine.  Citibank  uses  an 
electro-optical  reading  technology  em- 
bedded in  its  card,  which  the  bank  feels 
is  a  substantial  improvement  over  the 
magnetic  strip  used  in  most  such  cards 
since  it  can't  be  copied  as  easily  and  is 


harder  to  scratch  or  damage.  "It's  virtu- 
ally impossible  to  tamper  with  it  without 
destroying  the  whole  card,"  explains 
Phillip  Brooke,  editor  of  Payment  Sys- 
tems Action  Report,  which  analyzes  the 
electronic  funds  transfer  field. 

Citibank's  machines  are,  moreover,  al- 
most completely  idiot-proof.  They  pro- 
vide simple,  step-by-step  instruc  tions.  A 
telephone  attached  to  the  machine  gives 
the  customer  access  to  a  real  live  Citi- 
banker  who  can  handle  any  complaint  or 
problem  on  the  spot,  but  this  is  rarely 
needed  because  the  machines  are  so  well 
programmed  that  they  will  gently  cor- 
rect the  customer  if,  say,  he  pushes  the 
wrong  button  for  a  withdrawal. 

Needless  to  say,  the  other  New  York 
banks — to  say  nothing  of  banks  around 
the  country — are  watching  and  waiting. 
Robert  I.  Lapp,  executive  vice  president, 
Chemical  Bank,  who  has  devised  his 
bank's  human  response  to  the  machine, 
thinks  that  Citibank  may  gain  market 
shares  but  not  from  Chemical. 

"I  am  not  antitechnical  and  am  pre- 
pared to  move  in  that  direction  if  the 
Citibank  experiment  is  successful,  Lipp 
says.  But  it  may  not  be  necessary. 
Chemical  is  equipping  tellers  with  elec- 
tronic equipment  that  will  permit 
them — not  the  customer — to  deal  with 
the  bank's  computer.  Over  90%  of  trans- 


Moneymaker?  Even  at  10  o'clock  on  a  snowy  night,  Citibank's  machine  gives 
out  cash  and  handles  other  transactions.  Will  it  build  Citibank's  business? 
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Why  the  A300 

is  big  news 
for  fuel-conscious 

America. 

If  A300's  did  the  work  now  done  by  707's 
and  DC-8's,  just  on  domestic  routes,  the 
an n  ual  f  uel  savi  ng  cou  Id  exceed  400 , 000, 000 
gallons. 

Looking  at  it  another  way,  the  A300  carries 
one  passenger  58  miles  on  a  gallon  of  fuel 
in  wide-body  comfort  while  a  727  takes  one 
passenger'  only  36  miles. 

How  can  this  be?  Very  simple.  The  A300 
flies  with  today's  aerodynamics  and  today's 
quiet,  fuel-efficient  engines. 

Now  it  doesn't  take  much  imagination  to 
translate  the  A300's  fuel  economy  into  its 
beneficial  effect  in  helping  reduce  oil  imports 
and  improve  airline  profitability  as  well. 


That's  why  the  A300  is  looking  better  and 
better  to  the  airlines  of  the  U.S. 


ADVERTISEMENT 


FTC  NOTICE 

As  a  result  of  an  investigation  by  the 
Federal  Trade  Commission  into  certain  allegedly 
inaccurate  past  advertisements 
for  STP's  oil  additive,  STP  Corporation 
has  agreed  to  a  $700,000  settlement. 
With  regard  to  that  settlement, 
STP  is  making  the  following  statement: 

It  is  the  policy  of  STP  to  support  its  advertis- 
ing with  objective  information  and  test  data.  In 
1974  and  1975  an  independent  laboratory  ran  tests 
of  the  company's  oil  additive  which  led  to  claims  of 
reduced  oil  consumption.  However,  these  tests 
cannot  be  relied  on  to  support  the  oil  consumption 
reduction  claim  made  by  STP. 

The  FTC  has  taken  the  position  that,  in  mak- 
ing that  claim,  the  company  violated  the  terms  of  a 
consent  order.  When  STP  learned  that  the  test  data 
did  not  support  the  claim,  it  stopped  advertising 
containing  that  claim.  New  tests  have  been  under- 
taken to  determine  the  extent  to  which  the  oil  addi- 
tive affects  oil  consumption.  Agreement  to  this 
settlement  does  not  constitute  an  admission  by  STP 
that  the  law  has  been  violated.  Rather,  STP  has 
agreed  to  resolve  the  dispute  with  the  FTC  to  avoid 
protracted  and  prohibitively  expensive  litigation. 


February  13,  1978 


The  Banks 


actions  involve  cash  withdrawal  or  bal- 
ance inquiry  and  these  can  be  handled 
easily  at  the  cage.  Depositors  need  not 
line  up,  he  added,  because  their  slip  will 
be  received  by  the  manager. 

John  F.  McGillicuddy,  president. 
Manufacturers  Hanover  Trust  Co.,  pre- 
dicts a  period  of  fierce  competition  over 
the  next  several  years.  His  bank  is  com- 
mitted to  remaining  in  the  retail  busi- 
ness, although  he  concedes  that  some 
others  may  pull  back  sharply  if  they  lose 
share  to  Citibank.  MHT  has  spent  sub- 
stantially for  all  the  back-office  technolo- 
gy that  is  needed  for  a  full-scale  assault 
on  electronic  banking,  as  well  as  a  few 
free-standing  ATMs.  But  for  the  present, 
he  says,  the  bank  is  keeping  options 


". . .  Automatic  transfers 
would,  in  effect,  allow  de- 
positors to  receive  interest 
on  checking  accounts  . . ." 

open  before  deciding  to  spend  many  mil- 
lions of  dollars  for  any  particular  type  of 
new  delivery  equipment. 

A  Federal  Reserve  Board  proposal  to 
permit  automatic  transfers  between  sav- 
ings and  checking  accounts,  which  has 
been  hanging  fire  since  March  1976  and 
was  revived  in  early  February  1978, 
would  go  a  long  way  toward  encouraging 
greater  consumer  use  of  commercial 
banks.  It  would  tie  the  individual  to  one 
bank  because  it  would,  in  effect,  allow 
depositors  to  receive  interest  on  deposits 
that  are  available  on  demand.  Of  course, 
most  savings  banks  have  been  stubborn- 
ly opposed  to  this  idea. 

Another  development  that  is  still  in  its 
infancy — undergoing  an  extended  period 
of  immaturity — permits  telephonic 
transfer  of  funds  between  accounts  and 
for  directing  payment  of  bills  to  stores, 
credit  card  groups  and  utilities.  Until  all 
telephones  are  equipped  for  push-button 
dialing,  however,  the  oral  instructions 
provide  little  cost  saving  because  some- 
one must  take  the  orders. 

As  these  things  come — universal 
push-button  dialing  and  automatic  trans- 
fer of  funds — Citibank  will  have  a  big  leg 
up  on '  its  competitors  as  the  leader  in 
electronic  retail  banking.  It  also  stands  to 
make  a  nice  dollar  if  it  licenses  the  Trans- 
action Technology  system  and  sells  it  as  a 
service  to  other  banks.  But  the  question 
for  now  is:  Will  the  convenience  cause 
customers  to  defect  from  rival  banks?  If 
it  does  not,  then  Citibank  may  have  a 
long  wait  before  it  recovers  its  tremen- 
dous investment  in  the  new  system.  ■ 


RR 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


REACH  FOR  HIGHER  INCOME 
WITHOUT  STEEPCOSTS. 


Fidelity  Aggressive 
Income  Fund 
combines  a  new 
approach  to 
high  yield  with 
the  advantage 
of  no  sales 
charge.  This 
means  all  of 
your  investment 
dollars  are  put  to  work 
seeking  high  income. 

The  Fund  is  under  contin- 
uous, experienced  manage- 
ment. We  seek  "underrated" 
bonds  from  among  the  lower 
rated  and  unrated  issues. 

Investors  enjoy  impressive 
liquidity,  monthly  income  or 
automatic  compounding  of 
income.  The  minimum  initial 
investment  is  $2,500.  To  climb 


FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management 


on  board,  return  our  coupon  or 
call  today. 

CALL  FREE 
(800)  225-6190 

,  M  In  Mass.  Call  Collect  (617)  726-0650 

1'Y'  —   _L       __  _ 

A      —  —  —  —  —  —  —  —I 

U  P.O.  Box  832.  Dept  FF80220 
'  82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Address 


•   State  Zip 
I    Retirement  Plan  Information:  Keogh  □  IRA  □  4038  □ 
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Statistical  Spotlight 


Going  Up? 


Teledyne's  Henry  Singleton  (Forbes, 
Feb.  20)  is  among  the  handful  of  busi- 
nessmen who  still  believe  that  plowback 
is  better  than  payout,  but  he  is  in  a 
distinct  minority  in  refusing  to  pay  cash 
dividends  out  of  his  company  s  rich  earn- 
ings flow.  Today,  dividends  are  in.  So 
much  so  that  the  yield  gap  between 
stocks  and  bonds  is  the  smallest  since 
1967.  For  1978  the  gap  will  be  only 
about  two  percentage  points;  Dow  Jones 
industrials  will  yield  about  6.3%  this 
year  vs.  8.3%  for  quality  long-term 
bonds.  As  recently  as  March  1976  the 
yield  gap  between  stocks  and  bonds  was 
as  high  as  4.7  percentage  points. 

Analysts  at  the  Provident  National 
Bank  in  Philadelphia  estimate  that  divi- 
dends rose  nearly  15%  last  year.  This  on 


top  of  a  10%  gain  in  1976.  For  1978  they 
are  predicting  a  further  10%  or  better. 
All  told,  dividends  will  have  increased 
by  better  than  30%  during  the  three- 
year  period. 

Did  your  stock  do  that  well?  Do  you 
want  to  position  yourself  for  this  swelling 
stream  of  dividends?  Then  consider  the 
stocks  listed  below.  At  present  dividend 
rates,  they  all  yield  close  to  4%  or  better. 
Each  has  raised  its  dividends  at  least 
three  times  in  the  past  five  years.  Even  if 
profits  in  1978  prove  disappointing, 
these  are  companies  whose  payout  ratios 
are  low  enough  that  they  should  be  able 
to  sustain  their  dividends,  if  not  come 
through  with  the  expected  increase. 

The  Carter  Administration  seems  to 
have  cooled  on  its  proposal  for  an  income 


tax  credit  to  mitigate  the  present  double 
taxation  of  corporate  dividends.  But 
Representative  Al  Ullman,  chairman  of 
the  powerful  Ways  and  Means  Commit- 
tee, has  recently  prodded  the  Adminis- 
tration on  it.  Such  a  credit,  if  it  comes, 
could  only  enhance  the  value  of  g<x>d. 
dividend-paying  stocks. 

Some  of  the  companies  on  this  list 
have  dividend  reinvestment  plans  for 
their  shareholders.  American  Telephone 
&  Telegraph,  for  example,  has  one  that  s 
particularly  attractive.  At  zero  cost,  Ma 
Bell  will  reinvest  dividends  at  95%  of  the 
market  price  of  its  shares. 

Needless  to  say,  a  nice  dividend  is  no 
substitute  for  a  stock  that  will  double  in 
price.  But  not  many  do  these  days.  Divi- 
dends are  a  reasonable  substitute.  ■ 


Latest  12- 
Yield  Current  Month 

on  Indicated  Earnings 

Common        Dividend       Per  Share 


 Dividends  Paid  

Since  1972 

Number  of 
%  Annual 
Increase  Increases 


Price/ 

Recent  Price  Range  Earnings 
Price        1973-1978  Ratio 


AUTO/TRUCK 


Bendix 

6.9% 

$2.28 

$5.37 

67% 

4 

33% 

47  -15 

6 

Eaton 

6.5 

2.25 

6.10 

38 

4 

34% 

45%-18 

6 

TRW 

5.3 

1.60 

4.53 

49 

5 

30% 

40%-10% 

7 

CONGLOMERATES 

Alco  Standard 

4.6 

1.01 

4.21 

191 

5 

21  % 

24%-  6% 

5 

Int'l  Telephone  &  Telegraph 

6.9 

2.00 

4.56 

48 

5 

29%. 

60%-12 

6 

Walter  Kidde 

5.0 

1.40 

4.88 

380 

5 

273/4 

33%-  8% 

6 

Textron 

5.7 

1.40 

3.62 

48 

5 

24% 

34%-11% 

7 

CONSUMER  PRODUCTS 

American  Home  Products 

4.5 

1.30 

1.94 

95 

5 

29% 

48%-24% 

15 

Avon  Products 

5.3 

2.40 

3.30 

63 

5 

45% 

140  -18% 

14 

Chesebrough-Pond's 

4.0 

0.84 

1.83 

56 

5 

21% 

46  -13% 

12 

Colgate-Palmolive 

5.0 

1.00 

2.06 

94 

5 

20 

35%-15% 

10 

Hobart 

5.3 

1.00 

2.15 

61 

5 

18% 

38  -10 

9 

Lenox 

4.1 

1.00 

2.94 

104 

5 

24% 

44  -10 

8 

Reynolds,  R.J. 

6.3 

3.50 

7.92 

34 

5 

55% 

70%-36% 

7 

Tampax 

7.1 

2.45 

3.16 

89 

5 

34% 

130%-22 

11 

FINANCE 

American  Express 
BankAmerica 
Chubb 
Citicorp 

Continental  Corp 


4.1 

1.40 

3.65 

99 

5 

34% 

69%-17% 

9 

4.3 

0.94 

2.72 

53 

5 

21% 

30%-12 

8 

5.1 

1.60 

5.99 

41 

5 

31% 

58%-17% 

5 

5.2 

1.06 

2.99 

57 

5 

20% 

51%-20 

7 

6.6 

3.40 

9.22 

48 

5 

51% 

59%-23% 

6 

5.7 

1.00 

2.88 

25 

5 

17% 

39%-14% 

6 

6.3 

2.30 

6.50 

55 

3 

36% 

49%-19% 

6 

5.3 

2.20 

5.32 

43 

4 

41% 

73%-39% 

8 

5.0 

1.40 

7.04 

33 

4 

28% 

50%-15% 

4 

4.1 

0.72 

2.16 

36 

4 

17% 

30%-11% 

8 

6.1 

1.84 

6.63 

21 

4 

30% 

39%-12% 

5 

First  Chicago 
INA 

Morgan,  J. P. 
St.  Paul  Companies 
Southwestern  Life 
U.S.  Fidelity  &  Guaranr 


FOOD/BEVERAGE 


Anheuser-Busch 

4.0 

0.80 

2.04 

22 

4 

20 

55 

-18% 

10 

Beatrice  Foods 

4.3 

0.96 

2.32 

63 

5 

22% 

30% 

-12% 

10 

Borden 

5.3 

1.56 

4.01 

27 

4 

29% 

36% 

-15% 

7 

CPC  Int'l 

5.8 

2.50 

5.60 

44 

5 

43% 

55% 

-23% 

8 

Campbell  Soup 

5.0 

1.60 

3.36 

32 

5 

32% 

39% 

-22% 

10 

Coca-Cola 

4.3 

1.54 

2.60 

88 

5 

35% 

75 

-22% 

14 

Kellogg 

5.3 

1.20 

1.79 

116 

5 

22% 

28%-10% 

13 

Kraft 

5.4 

2.60 

5.51 

31 

4 

43 

51 

-26% 

8 

Nabisco 

5.6 

2.76 

4.86 

13 

3 

49 

61 

-21% 

10 

Standard  Brands 

4.9 

1.28 

2.44 

54 

5 

26% 

40% 

-20 

11 
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Latest  12- 
Yield  Current  Month 

on  Indicated  Earnings 

Common        Dividend       Per  Share 


 Dividends  Paid  

Since  1972 

Number  of 
%  Annual 
Increase  Increases 


Price/ 

Recent  Price  Range  Earnings 
Price        1973-1978  Ratio 


MACHINERY 


Black  &  Decker 

3.9 

0.60 

1.31 

44 

4 

15% 

42%- 

14% 

12 

Bucyrus-Erie 

4.2 

0.80 

2.57 

51 

3 

18% 

30%- 

9 

7 

Crouse  Hinds 

4.1 

0.90 

2.52 

123 

5 

21  % 

24%- 

7% 

9 

General  Electric 

4.7 

2.20 

4.79 

43 

4 

46% 

75%- 

30 

10 

Parker-Harm  ifin 

4.5 

1.00 

3.03 

25 

5 

22 

28%- 

8% 

7 

OIL 


Atlantic  Richfield 

4.4 

2.40 

5.76 

80 

4 

46% 

61%- 

33% 

8 

Exxon 

6.9 

3.20 

5.38 

58 

4 

46'/2 

56%- 

27% 

9 

Gulf  Oil 

7.6 

1.90 

3.86 

23 

4 

24% 

30%- 

16 

6 

Mobil 

7.0 

4.20 

9.47 

47 

5 

593/4 

75%- 

30% 

6 

Phillips  Petroleum 

4.2 

1.20 

3.37 

50 

4 

28% 

35%- 

15% 

9 

Royal  Dutch  Petroleum 

7.6 

4.25 

12.49 

89 

5 

56 

61  - 

22% 

4 

Standard  Oil-California 

6.5 

2.40 

5.96 

62 

5 

37 

45%- 

20% 

6 

Standard  Oil-Indiana 

6.0 

2.80 

6.90 

117 

5 

465/8 

59%- 

34% 

7 

Sun  Co 

6.5 

2.52 

7.27 

195 

5 

38% 

53  - 

25% 

5 

PRINTING/PUBLISHING 


Donnelley,  R.R. 

4.1 

0.88 

2.64 

60 

5 

21% 

27%- 

15% 

8 

Harcourt  Brace  Jovanovich  - 

5.1 

1.44 

4.73 

44 

4 

28% 

35%- 

12% 

6 

Houghton  Mifflin 

5.4 

1.04 

2.71 

110 

5 

19% 

21%- 

6 

7 

RAILROADS  &  EQUIPMENT 

ACF  Industries 

6.5 

2.00 

4.12 

22 

4 

31 

40%- 

19% 

8 

Missouri  Pacific 

5.0 

2.10 

8.59 

129 

5 

42% 

50%- 

14 

5 

Santa  Fe  Industries 

6.2 

2.20 

5.92 

28 

4 

35% 

42%- 

21% 

6 

Southern  Pacific 

7.2 

2.40 

4.39 

13 

4 

33% 

44%- 

24% 

8 

Southern  Railway 

5.4 

2.60 

7.04 

52 

5 

47% 

62%- 

29% 

7 

Union  Pacific 

4.6 

2.00 

4.68 

70 

4 

43% 

58%- 

25% 

9 

RETAILERS 


Associated  Dry  Goods 

6.7 

1.50 

3.11 

20 

4 

22% 

54%- 

13% 

7 

Dayton-Hudson 

3.8 

1.40 

4.60 

140 

5 

37 

44%- 

6% 

8 

Dillon  Companies 

3.8 

1.20 

2.85 

153 

5 

31% 

35%- 

13% 

11 

Federated  Dept  Stores 

4.4 

1.60 

3.76 

44 

5 

36 

60  - 

20% 

10 

Kroger 

6.1 

1.60 

4.31 

17 

4 

26% 

29%- 

14% 

6 

Melville 

4.7 

1.16 

2.57 

131 

5 

24% 

34  - 

4% 

10 

Penney,  J.C. 

4.4 

1.48 

3.77 

36 

4 

33% 

101  - 

32% 

9 

Sears,  Roebuck 

5.1 

1.27 

2.83 

34 

3 

25% 

61%- 

20% 

9 

Winn-Dixie  Stores 

4.6 

1.68 

3.47 

34 

5 

36% 

46%- 

22% 

11 

UTILITY 

Allied  Telephone 

4.6 

0.68 

1.80 

216 

5 

14% 

22%- 

6% 

8 

American  Natural  Resources 

6.8 

2.80 

5.88 

21 

5 

41 

47%- 

26% 

7 

American  Tel  8t  Tel 

7.1 

4.20 

6.97 

55 

5 

58% 

65%- 

39% 

8 

Central  Tel  &  Utils 

6.6 

1.50 

2.80 

57 

5 

22% 

27%- 

13 

8 

Cleveland  Elec  Ilium 

8.8 

1.84 

2.91 

16 

5 

21 

37%- 

20% 

7 

Continental  Telephone 

7.5 

1.16 

1.76 

37 

5 

15% 

25%- 

9% 

9 

Houston  Industries 

7.2 

2.12 

4.38 

37 

5 

29% 

51%- 

16% 

7 

Houston  Natural  Gas 

3.8 

0.90 

3.42 

318 

5 

23% 

36%- 

7% 

7 

Mountain  Fuel  Supply 

5.8 

2.00 

4.24 

122 

5 

34% 

53%- 

22% 

8 

Northern  States  Power 

7.9 

2.06 

3.13 

13 

4 

26 

31%- 

15% 

8 

Southwestern  Public  Service 

8.3 

1.20 

1.78 

47 

5 

14% 

16  - 

8% 

8 

Tampa  Electric 

7.0 

1.20 

2.03 

37 

5 

17% 

22%- 

8% 

8 

Texas  Gas  Transmission 

6.0 

2.40 

5.37 

47 

5 

39% 

49  - 

20% 

7 

Texas  Utilities 

7.0 

1.40 

2.52 

39 

5 

20 

34%- 

15% 

8 

OTHER 

American  Broadcasting 

3.9 

1.40 

5.49 

83 

4 

35% 

47%- 

11% 

6 

CBS 

5.2 

2.40 

6.50 

48 

4 

46% 

62%- 

24% 

7 

Champion  Int'l 

5.9 

1.10 

2.73 

22 

4 

18% 

28%- 

9% 

7 

Combustion  Engineering 

4.6 

1.60 

3.89 

51 

5 

34% 

70%- 

14% 

9 

Crown  Zellerbach 

6.1 

1.90 

4.34 

52 

3 

31% 

49  - 

19% 

7 

Emery  Air  Freight 

4.0 

1.50 

2.43 

174 

5 

37% 

75  - 

24 

15 

Georgia-Pacific 

4.0 

1.00 

2.54 

85 

5 

25% 

37%- 

13% 

10 

Great  Northern  Nekoosa 

4.7 

1.20 

3.84 

76 

4 

25% 

35%- 

12% 

Hilton  Hotels 

4.2 

1.10 

2.84 

93 

3 

26% 

23%- 

4% 

4, 

Int'l  Business  Machines 

4.3 

11.52 

18.30" 

131  - 

265% 

365%-150% 

15 

Nashua 

5.0 

1.00 

3.30 

55 

!•» 

20% 

57%- 

9 

6 

Pfizer 

3.9 

1.08 

2.50 

48 

5 

27% 

52%- 

21% 

11 

Pittston 

5.2 

1.20 

2.87 

390 

5 

23% 

47  - 

9% 

8 

Warner-Lambert 

4.0 

1.10 

2.08 

59 

5 

27% 

58  - 

18% 

13 

4m 
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Faces  Behind  The  Figures 


This  Never  Happened  On  Fifth  Avenue: 

When  in  Detroit,  says  Lord  &  Taylor's 
)oe  Brooks,  do  as  Detroiters  do. 


Top  Of  The  Line 

Detroit's  image  is  not  exactl)  that  of  a 
high-fashion  center,  but  Joseph  E. 
Brooks,  50,  chairman  of  tony  Lord  & 
Taylor,  is  due  to  open  three  branches 
there  all  on  the  same  day.  "I  must  admit 
that  the  Detroit  area  wasn't  on  our  origi- 
nal list  ol  sites,"  he  says.  But  he  changed 
his  plans  during  a  chance  meeting  at  a 
tennis  camp  with  real  estate  developer 
A.  Alfred  Taubman,  who  tempted  him 
with  tales  of  Detroit's  well-heeled  sub- 
urbs and  their  lack  of  luxury  stores. 

But  why  three  stores  at  once?  Well,  it 
used  to  be  that  a  (anions  Fifth  Avenue 
store  could  open  a  single  branch  and 
slowly  cultivate  its  market.  But  in  today's 
retailing  economics,  a  Lord  &  Taylor  has 
to  imitate  Woolco  and  K  mart,  which 
cluster  stores  to  spread  advertising  and 
administrative  costs.  "You  must  build 
market  share  quickly,"  explains  Brooks, 
"if  you  are  to  get  an  adequate  return  on 
investment. 

Building  market  share  is  precisely 
what  Brooks  has  done  during  the  brief  28 
months  he  has  been  running  Lord  & 
Taylor.  This  high-fashion  department 
store  chain  is  part  of  the  lagging  Associat- 
ed Dry  Goods  group,  whose  return  on 
equity  has  averaged  only  a  shade  over 
10%  in  the  past  five  years,  well  below 
the  average  for  its  industry.  But  under 
Brooks,  Lord  &  Taylor  has  picked  up 
smartly,  its  sales  increasing  by  over  $80 
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million  (to  more  than  $300  million)  and 
its  e  stimated  return  now  exceeds  14%. 

Associated,  anxious  to  cash  in  on  the 
boom  in  luxury  products,  lured  Brooks 
from  trend-setting  Federated  Depart- 
ment Stores,  where  he  had  been  running 
the  Filene's  chain  in  Boston.  The  lure:  a 
salary  of  $250,000  a  year  and  a  promise  of 
whatever  mone)  would  be  needed  to  put 
Lord  &  Taylor  back  in  the  running. 
Brooks  has  used  the  money  for  opening 
new  stores — as  in  Detroit — and  for  re- 
modeling existing  stoics,  as  in  Manhat- 
tan He  plans  to  have  41  stores  open  in 
L981  vs.  only  28  now. 

Lord  &  Taylor  depends  heavily  on 
women's  apparel.  In  this.  Brooks'  ideas 
are  distinctly  conservative;  "1  believe," 
he  says,  "that  clothes  should  be  collect- 
ible, not  funky  and  trendy.  Today  wom- 
en are  secure  within  themselves,  and, 
unlike  ten  years  ago,  they  aren't  afraid  to 
wear  the  same  dress  twice,  even  at  big 
social  functions.  '  ■ 


Mrs.  Who? 

When  Edward  J.  Piszek  was  growing  up 
in  the  "Nicetown"  (read  that  "tough  part 
ol  town")  section  of  Philadelphia,  he  had 
a  hard  time  keeping  his  mouth  shut. 
"Whatever  it  was,  I  knew  a  way  to  do  it, 
says  the  hyperactive  61-year-old  Piszek. 
"I  had  an  opinion  on  everything.  And 
there,  as  soon  as  you  talked  out  of  turn, 
half  the  guvs  were  ready  to  belt  you.  Hut 
in  business  you  get  a  reward  for  having 


an  answer  to  everything." 

Piszek  s  reward  turned  out  to  be  the 
sole  ownership  (with  his  children)  of  one 
of  America's  largest  frozen-food  proces- 
sors, Mrs.  Paul  s  Kitchens  (annual  sales 
of  $125  million  and  1,200  employees  in 
Pennsylvania,  New  Jersey  and  Mary- 
land). However  Piszek  didn't  get  there 
in  a  straight  line. 

Piszek,  who  never  earned  more  than  a 
dollar  an  hour  before  the  age  of  30,  was 
on  strike  at  the  General  Electric  plant  in 
Philadelphia  in  1946  when  he  and  a 
friend  took  over  the  food  concession  at  a 
local  taproom.  His  own  recipe  for  dev- 
iled crabs  became  the  house  favorite  and 
the  taproom  owner  constantly  pressed 
him  to  make  more.  Then,  as  he  tells  it, 
"One  Friday  I  prepared  172  and  we  only 
sold  50.  There  was  a  freezer  in  the  bac  k 
of  the  tap,  so  we  threw  em  in  there.  It 
was  either  that  or  the  garbage  can." 
When  they  retrieved  the  crabs  the  next 
week,  the  customers  said  they  tasted  just 
fine.  Piszek  and  another  friend,  John 
Paul,  each  came  up  with  $450  and  went 
into  the  frozen  seafood  business.  Though 
frozen  fish  was  sold  elsewhere,  they 
were  pioneers  in  selling  quick-frozen, 
prepared  dishes  such  as  deviled  crabs 
(still  a  Mrs.  Paul's  staple),  fish  sticks  and 
scallops.  The  produc  ts  were  quickly  ac- 
cepted in  the  marketplace,  and  Piszek 
was  off  and  running.  He  eventually 
bought  Paul  out  with  $50, (XX)  borrowed 
from  a  friend. 

Why  didn't  he  name  the  company 
Mrs.  Piszek's  Kitchens?  "I  always  tell  my 


Me  And  My  Big  Mouth:  Ed  Piszek  always  had  all  the  answers,  but  it  never  paid 
until  he  entered  the  frozen-food  processing  business. 
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From  Dun  &  Bradstreet 
to  credit  to  sales. 

Teamwork 
that  produces  profit 
in  the  field. 


More  and  more  these  days,  sales  planning  and 
dit  strategy  have  become  a  team  effort.  And,  work- 
;  hand-in-glove  with  sales,  credit  management  turns 
D&B  for  information  on  prospects  that  touches  all 
;es. 

Today,  Dun  &  Bradstreet  responds  like  never 
ore.  With  a  National  Business  Information  Center, 
!  largest  private  operation  of  its  kind.  A  $50-million 


computersystemlinking  the  Center  to  D&B's  automated 
offices  nationwide.  Unique  Comprehensive  Reports, 
daily  trade  input,  and  the  new  Dial-A-Report  service 
that  will  soon  make  facts  on  over  4,000,000  companies 
in  the  U.S.  immediately  available  through  a  toll-free 
phone  call. 

Dun  &  Bradstreet.  When  the  name  of  the  game 
is  profits. 


DUN  &  BRADSTREET 

The  essential  business™ 


Olher  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know  The  Reuben  H  Donnelley  Corporation-Corinthian  Broadcasting  Corporation 
jn  &  Bradstreet  Internalional'Dun-Donnelley  Publishing  Corporation -Moody's  Investors  Service-Marketing  Services  Division  •Management  Consulting  Division. 


Technology. 


Improving  products  has  been  a 
deep-seated  principle  at  Crane  since 
Richard  Teller  Crane  started  the  business 
in  1855.  Before  the  turn  of  the  century  he 
set  industry  standards  in  testing  the  effects 
of  high  temperatures  and  pressures  on 
metals.  His  research  laboratories  became 
a  model  for  other  industries. 


This  same  tradition  of  techno- 
logical advance  continues  at  Crane  today. 
From  valves,  pumps  and  pollution 
control  to  steel  products  and  aerospace 
equipment. 

Our  technology  was  vital  in  the 
development  of  valves  used  in  the  nation's 
first  nuclear  installations.  Crane  pumps 


Fundamental  to  Crane's  growth. 


helped  control  the  environment  in  our 
lunar  landing  modules.  Our  computerized 
braking  system  aids  in  safely  bringing 
back  NASA's  first  Space  Shuttle. 

A  new  $70,000,000  rail  facility  at 
our  CF&I  Steel  Corporation  has  the  most 
advanced  rail  straightening  equipment  in 
the  world.  And  it's  the  only  mill  in  the 


United  States  that  can  roll  rail  up  to 
82  feet,  twice  the  normal  length. 

Testing,  refining  and  improving 
basic  products  is  a  way  of  life  at  Crane. 
It  has  put  us  at  the  center  of  American 
industry;  it  also  has  helped  make  us  a 
billion  dollar  company  Crane  Co,  300  Park 
Avenue,  New  York,  New  York  10022. 


CRANE 

 ® 

Fluid  and  pollution  control/Steel/Building  products/Aerospace  &  aircraft 


Faces  Behind  The  Figures 


Right  Side  Of  The  Hudson:  jersey's  Joe  Perella  wasn't  born  to  the  First  Boston  man- 
ner, but  that  didn't  stop  him  from  moving  in,  lock,  stock  and  merger  department. 


mother.  If  you  don't  know  the  answer  to 
that,  I  can't  explain  it  to  you,'  "  he  says 
now,  but  Ed  Piszek  doesn't  think  being 
Polish  is  any  joke. 

A  trip  to  Poland  several  years  ago  in- 
spired such  a  fierce  pride  that  Piszek 
spent  $5()(),(XX)  in  the  early  1970s  on  a 
national  newspaper  advertising  cam- 
paign to  promote  awareness  of  Polish 
culture.  "Do  you  know  that  Copernicus 
was  Polish?"  Piszek  asks.  "Do  you  know 
that  Frederic  Chopin  was  Polish?  Do 
you  know  that  Madame  Curie  was  Po- 
lish? You  have  to  get  your  story  across.  If 
we  didn't  take  the  time  and  money  to  do 
that,  they  were  right  to  think  we  were 
stupid.  ■ 


Mexican  Milestone 

"A  COUNTRY  in  the  developing  stages 
always  has  a  capital  shortage,"  says  Anto- 
nio Madero,  40,  president  of  Mexico's 
Industrias  Pennies.  "Even  the  U.S.  was 
developed  with  foreign  capital." 

True,  but  the  U.S.,  unlike  most  devel- 
oping countries  today,  was  quite  hospita- 
ble to  foreign  capital  (albeit  more  than  a 
few  European  investors  were  swindled). 
It  was  quite  a  feather  in  Madero  s  cap, 
therefore,  when  he  swung  a  $45-miIlion 
private  placement  loan  in  the  U.S.  last 


Latin  Ingenuity:  Antonio  Madero  has 
been  shrewd  enough  to  parlay  Mexico's 
new  image  into  a  big  U.S.  loan. 
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month — the  first  time  that  a  private  Lat- 
in American  company  was  able  to  raise 
large  sums  of  money  here  without  guar- 
antees from  a  government  or  a  major 
U.S.  corporation. 

How  come?  Because  Mexico  has  a  fair- 
ly good — and  improving — image  as  a 
place  to  invest.  The  noisy  demagoguery 
of  the  Echeverria  Administration  has 
given  way  to  the  quiet  pragmatism  of  the 
Lo'pez-Portillo  Administration.  Mexico's 
petroleum  fortunes  look  better  and  bet- 
ter— and  with  them  its  future  balance  of 
payments.  The  peso,  after  dropping 
sharply,  seems  finally  to  have  stabilized. 

Among  the  lenders  was  Newark's  Pru- 
dential Insurance  Co.,  which  took  about 
half  of  the  loan.  "The  outlook  for  the 
Mexican  economy  over  the  next  five  to 
ten  years  is  considerably  better  than  it 
was  a  few  years  ago,  explains  John  Blos- 
som, a  Prudential  vice  president. 

Perloles,  with  sales  of  S300  million  a 
year,  is  the  world's  biggest  silver  ore 
producer.  It  will  use  proceeds  of  the  loan 
to  help  complete  a  $200-million  silver, 
lead  and  zinc  smelting  and  refining  com- 
plex atTorreon,  the  largest  in  Latin  Amer- 
ica. W  hile  silver  isn't  quite  oil,  its  future, 
too,  seems  assured  in  the  years  to  come.  ■ 


A  Crazy  Newark  Kid 

The  First  Boston  Corp.'s  Joseph  R. 
Perella  is  not  your  popular  idea  of  a  top 
Wall  Street  dealmaker — prep  school  and 
all  that.  He  describes  himself  as  "a  crazy- 


Italian  kid  from  Newark,  N.J.  who  went 
to  public  school  all  his  life."  When  Pe- 
rella finally  did  leave  New  Jersey  to  at- 
tend Lehigh  University,  he  flouted  the 
establishment  as  a  leader  among  stu- 
dents protesting  compulsory  ROTC  on 
the  Bethlehem, ' Pa.  campus.  But  before 
he  graduated,  Perella  settled  down  and 
studied  accounting. 

In  just  five  and  one  half  years  on  The 
Street,  the  slim,  six- foot-four-inch,  35- 
year-old  Perella  has  built  for  First  Bos- 
ton what  may  well  be  the  hottest  merg- 
ers and  acquisitions  group  on  Wall  Street 
(26  transactions  last  year)  and  has  come 
to  enjoy  an  income  well  into  the  six 
figures.  "It's  been  a  pretty  wild  ride  for 
the  past  five  years,"  he  says,  "and  it  looks 
easy,  but  it  ain't. 

Among  other  things.  Perella  repre- 
sented Kennecott  in  its  Carborundum 
acquisition  and  is  helping  defend  Bec- 
ton,  Dickinson  against  a  possible  Sun 
Co.  "takeover. 

A  good  many  people  think  Kennecott 
was  badly  taken  in  the  deal,  but  Perella 
defends  the  $66  a  share  Kennecott  paid 
for  a  stock  that  sold  in  the  low  30s  before 
the  bidding  started.  As  he  puts  it:  "All 
we  know  was  that  when  we  had  initially 
bid  $60  a  share,  we  got  a  call  saying,  'You 
lost.'  Now,  you  don't  bluff  people  who 
have  put  $500  million  on  the  table  if  all 
you've  got  is  a  phantom  bidder." 

At  any  rate,  Kennecott  management — 
if  not  its  stockholders — is  happy  with  the 
deal  and  so  is  First  Boston,  which  got  a 
$1.75-million  fee.   That  is  vindication 
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At  mid-point  in  the  fiscal  year,  the  achievements 
of  the  first  half  are  reassuring  and  the  outlook 
for  the  second  half  is  excellent .  .  «We  expect 
no  problems  in  continuing  our  profitable  growth.1 


Verne  H.  Winchell 
President,  Denny's,  Inc. 
Mid -Year  Report  to  Shareholders 


Denny s  Restaurants  vQJ^j  Winchell's  Donut  Houses 

Denny's,  Inc. 


r  a  copy  of  our  mid-year  Report  to  Shareholders,  please  write:  Denny's  Inc.,  P.O.  Box  11 17B,  La  Mirada,  CA  90637 


Faces  Behind  The  Figures 


enough  to  First  Boston's  management  for 
taking  ,i  chance  on  a  then-30-year-old 
Harvard  Business  School  graduate  whose 
only  previous  business  experience  was  six 
years  as  a  Haskins  &  Sells  CPA.  ■ 


Farmers9  Financier 

You  could  call  Aubrey  K.  Johnson  a  farm 
boy.  He  was  born  and  raised  on  a  farm 
outside  Benton  Harbor,  Mich.  He  has  a 
degree  in  agricultural  economics  from 
Mic  higan  State.  He  still  owns  farmland 
in  Michigan.  And  his  job  is  helping  to 


Propagator:  The  federal  government's 
Aubrey  Johnson  last  year  borrowed  no 
less  than  $39  billion  for  farm  credit. 


find  money  for  financing  the  nation's 
fanners. 

It's  the  size  of  that  job  that  puts  John- 
son among  the  world's  top  financial  men. 
As  fiscal  agent  of  the  three  Federal  Farm 
Credit  Banks,  he  sold  $39-billion  worth 
of  bonds  and  notes  last  year  to  large 
investors  such  as  banks,  pension  funds 
and  foreign  governments.  This  year  he 
must  raise  another  $41.5  billion.  In  all, 
Johnson's  banks  owe  some  $36  billion: 
$19.5  billion  in  bonds  (mostly  2-to-20- 
year)  of  the  Federal  Land  Banks,  which 
finance  farm  and  rural  real  estate;  $11.5 
billion  in  shorter  bonds  (usually  nine- 
month)  of  the  Federal  Intermediate 
Credit  Banks,  which  finance  farmers' 
crops,  live  stock  and  machinery;  and 
$4.7  billion  in  still  shorter  (normally  six- 
month)  bonds  of  the  Banks  for  Coopera- 
tives— farm  cooperatives. 

The  government  set  up  the  Farm 
Credit  System  in  1916  (and  later  expand- 
ed it)  to  supply  farm  credit  when  com- 
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mercial  lenders  hesitated  to  do  so.  Like 
any  government  bureau,  it  has  contin- 
ued to  grow  though  most  farm  loans  now 
come  from  commercial  sources. 

While  Johnson  has  occasional  tense 
moments  (as  with  a  recent  $450-million. 
12-year  issue  that  he  insisted  on  pricing 
at  a  relatively  low  8.2%;  the  bonds  first 
fell  below  par,  then  bounced  back  above 
it),  he  maintains  that  the  general  credit 
of  the  farmers  is  excellent  in  spite  of 
their  recent  grousing  and  tractor  pa- 
rades. Never  in  the  30  years  that  he  has 
been  in  farm  credit  work  have  farmers  as 
a  whole  had  so  poor  a  year  as  to  imperil 
their  credit. 

"Few  people  realize  that  agriculture  is 
as  diversified  as  it  is,"  Johnson  says. 
"Some  farmers  will  make  good  money  on 
fruit  while  others  arc  hard  hit  on  feed 
grains.  Even  when  corn  growers  are  ail- 
ing because  of  low  prices,  livestock  pro- 
ducers are  benefiting  from  reduced  cost 
of  raw  material. 

Johnson  squirms  whenever  he  is  asked 
if  his  self-financing  agency  is  a  federal 
project.  He  much  prefers  to  be  viewed  as 
linked  to  the  government  but  indepen- 
dent of  it.  But  he  grants  that  farm  credit 
securities  low  interest  rates  stem  partially 
from  the  special  treatment  they  get.  Their 
interest  is  exempt  from  state  and  local 
taxes;  commercial  banks  may  use  them  as 
security  at  the  Federal  Reserve. 

With  the  growth  of  farm  credit,  John- 
son has  devised  a  new  security,  the  Fed- 
eral Farm  Credit  Banks  Consolidated 
Systemwide  Bond,  to  be  backed  by  all  37 
banks  in  the  system.  Like  other  farm 
credit  securities,  it  is  offered  in  denomi- 
nations as  small  as  $1,(KK) — to  the  cha- 
grin of  those  bankers  who  fear  that  indi- 
viduals will  take  money  out  of  savings 
accounts  to  buy  them.  ■ 


Welcome  Back,  Andy 

If  THE  Guinness  Book  of  World  Rec- 
ords ranked  business  accomplishments 
in  greater  detail,  the  name  of  Andrew 
Lozyniak  would  be  writ  large.  First,  his 
$120-million  conglomerate.  Dynamics 
Corp.  of  America,  last  month  became 
the  third  company  in  modern  history  to 
be  relisted  on  the  New  York  Stock 
Exchange.  *  Second,  DCA  became  the 
only  company  in  memory  to  have  been 
relisted  after  going  bankrupt.  Third,  Lo- 
zyniak whipped  through  what  must 
have  been  a  record  number  of  manage- 
ment levels,  rising  from  group  vice 
president  to  president  in  only  16  weeks. 

After  a  series  of  crises,  nervous  DCA 
creditors  elevated  Lozyniak,  then  39,  to 
president  in  1970.  He  desperately  set 
about  to  reduce  the  company's  $65-mil- 


Hard  Guys  Finish  First:  Andy  Lozyniak 
has  been  so  tightfisted  that  they  raised 
his  pay  from  $75,000  to  $180,000. 


lion  debt  ($44  million  of  it  short-term), 
but  in  1972  Marine  Midland  told  him  to 
drop  dead,  refusing  to  renew  its  S4-mil- 
lion  loan  and  then  setting  off  against  it. 
With  that,  under  the  bankruptcy  laws, 
all  of  DCA's  other  debt  fell  due.  "I  don't 
know  to  this  day  why  the)  did  it,"  Lo- 
zyniak says.  "We  had  met  even  interest 
and  principal  pay  ment. 

So  DCA  went  into  Chapter  XI  and 
off  the  NYSE.  Lozyniak's  reaction  was 
to  turn  tiger.  He  liquidated  or  consolil 
dated  nine  divisions,  folded  all  unprof- 
itable lines,  fired  2, (XX)  people  (out  of 
4.5(X))  and  introduced  the  financial  con- 
trols of  a  fanatic.  "We  run  this  com- 
pany today  on  cash  flow,"  he  say  s  If 
someone  wants  to  make  a  capital  ex- 
penditure, he  s  got  to  prove  that  he  can 
pay  it  off  in  one  or  two  years,  maxi- 
mum." Lozyniak  extracts  16-hour  days 
from  his  aides  and  himself  and  often 
prow  ls  DCA  s  warehouses  searching  for 
unsold  inventory  that  may  be  gathering 
dust  in  a  corner. 

DCA's  sales  dropped  from  S147  mil- 
lion in  1969  to  $52  million  by  1971,  but 
this  had  a  tonic  effect.  Last  year  the 
company  netted  about  8%  on  sales  of 
S120  million,  for  a  return  on  equity  of 
24%.  Cash  flow  was  up  to  $5  million  a 


*The  others  were:  Memorex  and  Sutional 
Industries. 
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If  you  want  answers  to 
international  money  problems  before  they  threaten  you, 

TELL  IT  TO  THE  MARINE 


The  problems  a  corporate  treasurer  faces  in  doing 
business  internationally  are  enough  to  keep  anyone  up  at 
light.  And  part  of  the  problem  is  that  there  are  no 
nswers  that  work  every  day.  Rates  move,  regulations 
.re  rewritten,  and  governments  change. 

Frankly,  there  are  so  many  problems  that  your 
orporate  treasury  team  could  probably  double  in  size 
nd  still  not  have  all  the  resources  you  need.  That's 
vhere  we  come  in. 

Marine's  International  Treasury  Management  Group 
>f  foreign  exchange  advisors,  money  market  experts, 
ccountants,  and  economists  has  15  proven  systems  to 
felp  you  protect  earnings  per  share  and  cash  flow. 

We  can  not  only  advise  you  on  what  you  might  do, 
m  can  tell  you  in  very  realistic  terms  what  will  happen 
f  you  do  it.  Or  don't  do  it.  And  we  can  execute  any 
lecisions  you  make. 


For  example,  MAKINKEX ,  one  of  Marine's  computer 
models,  lets  you  precisely  calculate  the  impact  of  fluctua- 
tions on  earnings  under  FASH  #8.  And  our  foreign 
exchange  exposure  management  service  helps  you  define 
your  global  exposure  and  then  devise  strategies  to  opti- 
mize it,  including  daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury 
Management  Group  can  help  you  with  day-to-day 
trading  decisions  and  longer-term  hedging,  with  funds 
flow,  with  alternate  financing,  with  short-term  money 
investments,  with  leading  and  lagging  strategies,  with 
international  cash  management,  with  world-wide  tax 
consequences,  with  currency  monitoring,  with  specific 
currency  studies,  and  with  foreign  exchange 
forecasting. 

In  short,  with  all  the  international  money  problems 
that  can  plague  you.  Just  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK  # 

Buffalo,  New  York  City  (212-797-5963),  Beirut,  BogotA,  Buenos  Aires,  Caracas,  Frankfurt.  Hong  Kong,  Jakarta,  London  (011-441-628-2230),  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Itio  de  .Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney.  Tehran,  Tokyo,  Toronto. 


Faces  Behind  The  Figures 


year,  and  the  company  carried  no  debt. 

Lozyniak  does  have  one  "debt"  to  re- 
pay, however.  He  is  suing  Marine  Mid- 
land for  $69  million,  claiming  that  it 
drove  IX. A  into  bankruptcy  needlessly. 
If  his  company  wins,  Lozyniak  will  have 
additional  cash  to  spend  on  the  acquisi- 
tions he  is  planning.  ■ 


St.  Hyacinthe  South 

HERI  HE  w  as,  the  owner  of  a  record 
shop  in  little  St.  Hyacinthe,  Quebec, 
getting  clobbered  by  the  discounters, 
His  salvation  was  selling  classical  rec- 
ords -which  he  doesn't  particular!)  en- 
joy— by  mail.  "My  idea  was  to  sell  to 


Concerto  In  Cash:  You  don't  have  to  like 
classical  records,  says  Andre  Perrault,  to 
be  good  at  selling  them. 


isolated  people  who  love  classical  rec- 
ords," Andre  Perrault  of  Andre  Perrault 
Ltd.  explains.  "When  people  think  Tex- 
as, they  think  cowboys.  There  are  cow- 
boys in  western  Canada,  too,  and  you'd 
be  amazed  how  many  records  we  sell 
there."  By  putting  up  $165, (MM)  to  amass 
classical  records  from  skeptical  suppli- 
ers, by  developing  a  768-page  catalog  so 
complete  ("there  are  no  best-sellers  in 
classical  records")  that  it  took  two  and  a 
half  years  to  assemble,  and  by  lining  up 
exclusive  distribution  rights  with  Euro- 
pean manufacturers  with  cash  payments 
rather  than  consignment  deals,  Perrault 
has  captured  65%  of  the  Canadian  mar- 
ket for  classical  records.  That,  unhappily 
for  him,  means  sales  of  only  $2  million. 
So  he  has  entered  U.S.  markets,  adver- 
tising on  radio  in  New  York,  Chicago  and 
Boston — markets  that  he  says  are  provid- 
ing him  with  up  to  5()0  new  U.S.  custom- 
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ers  daily.  Next,  he  plans  to  hit  Califor- 
nia, Florida,  Texas  and  the  Midwest.  But 
St.  *  Hyacinthe  "South"  will  be  .mother 
small  town,  Winooski,  Vt.  Among  other 
things,  it  allows  his  big-city  customers  to 
avoid  paving  classical  local  sales  taxes.  ■ 


Kwik  Fortune 

Going  broke  in  1966,  printer  Bud 
Hadfield  ol  Houston's  Kwik-Kopy  un- 
loaded his  letterpress  equipment  and 
bought  a  direct-image  camera  from  Itek 
and  an  offset  press  from  A.B.  Dick.  "I 
didn't  even  have  the  money  to  pay  the 
freight,"  he  says.  He  then  resolved  to 
do  only  the  simplest  printing  jobs,  and 
to  do  them  in  minutes. 

"In  the  old  day  s,  Hadfield  says,  "I'd 
spend  all  my  time  figuring  out  how  to  do  a 
perforated  tic  ket  for  the  policemen  s  ball. 
Now  we  make  money  by  refusing  jobs— 
about  half  the  commercial  market — we 
can't  do  quickly."  In  1967  a  friend  and 
customer  suggested  he  franchise  Ins  op- 
<  ration.  "(  )ver  the  weekend  I  read  a  book 
on  franchising,  Hadfield  says,  "and  in 
two  weeks  I  sold  my  first  franchise  for 
$2,500 — to  that  customer." 

Today,  Kwik-Kopy  has  more  than 
250  photocopying  centers  nationwide 
that  will  print  over  $23-million  worth 
of  copies  this  year.  Forty-nine  new 
franchises  were  sold  in  1977  and  Had- 
field hopes  to  sell  at  least  100  more 
this  year  at  an  increased  price  ($27,500 
each).  Beyond  the  franchise  price,  the 
company  gets  a  5%  royalty  on  the 
gross  of  the  shops,  which  make  copies 
mostly  for  corporate  customers.  "A  lot 
of  corporate  customers  have  in-house 
printing  shops,  Hadfield  says,  "but 
when  it  comes  to  running  off  a  cook- 


Hadfield:  If  it  works,  franc  fuse  it. 

book  for  the  chairman's  wife,  or  doin 
a  price  schedule  for  the  salesmen 
guess  who  comes  first?"  ■ 


Nerves  Of  Steel 

Talk  about  taking  a  chance!  In  197) 
John  Donovan,  49,  and  Jack  Born,  55 
quit  their  jobs  as  steel  executives  t) 
found,  of  all  things,  a  new  steel  com 
pany.  Construction  will  begin  in  July  o 
their  250, (KK)-ton  capacity  "minimill"  dc 
signed  to  consume  sc  rap  and  turn  oi 
high-quality  steel  bars.  It  is  financed  b 
their  own  savings  and  $60  million  ii 
credit.  By  1980  their  Huron  River  Ste< 
will  be  gin  competing  with  the  likes  c 
Republic,  U.S.  Steel  and  the  Japanese  i 
a  market  that's  growing  at  only  2% 
year.  "But  2%  of  this  five-nullion-to 
market  is  100,000  tons  a  year,"  saj 
Donovan.  "With  a  capacity  of  250, OC 
tons,  if  we  can  capture  a  large  part  of  th; 
grow  th,  we  can  get  a  10%  net  return  o 
sales.  He  sees  the  big  integrated  con 
panics  too  bogged  dow  n  in  replacing  ol 
solete  capacity  to  add  more,  and  note 
that  the  Japanese  have  shown  disdain  fc 
his  low-volume  bars.  The  big  risks: 
potential  scrap  shortage.  Japane 
squeeze  for  more  volume  and  the  turnirj 
around  of  the  big  U.S.  steelmakers,  i 


With  All  Four  Feet:  Jac  k  Born  (left)  and  )ohn  Donovan  have  quit  their  jobs  as 
steel  executives  and  bet  their  all  on  a  new  250,000-ton  capacity  steel  company. 


Our  companies  profit  from 

good  ideas. 
As  you  can  plainly  see. 


City  Investing  reports  on  1977 results. 


City  Investing's  1977  results  were  a 
record,  reflecting  substantial  prog- 
ress of  all  principal  operations: 
worldwide  manufacturing,  housing 
and  insurance. 

HIGHLIGHTS 

City's  revenues  surpassed  $3  billion 
for  the  first  time. 

Net  Income  was  a  record  $82.5  mil- 
lion. 

Operating  income  from  City's 
domestic  manufacturing  group  ad- 
vanced further,  primarily  due  to  the 
progress  of  the  water  heater,  air  con- 
ditioning, container  and  magazine 
printing  operations. 

International  profits  increased  sub- 
stantially, with  major  contributions 
from  City's  businesses  in  Brazil  and 
Mexico. 

City's  housing  operations,  particu- 
larly single-family  home  building 
and  mobile  homes,  continued  their 
vigorous  recovery.  And  the  Com- 
pany's budget  motel  chain  again  had 
a  record  year. 

Particularly  significant  were  im- 
proved results  in  the  Company's 
property  and  casualty  insurance 
business,  reflecting  a  return  to  prof- 
itability in  underwriting  and 
further  growth  in  portfolio  invest- 
ment income. 

As  a  result  of  further  financings  un- 
dertaken by  City  in  1977,  the  Com- 
pany has  repaid  all  variable-rate 
bank  debt  at  the  parent  level  and  had 
$200  million  in  bank  credit  available 
at  year-end. 


1978  PROSPECTS 

Continued  earnings  growth  is  ex- 
pected from  City's  domestic  and 
international  manufacturing  opera- 
tions. 

A  substantial  order  backlog  provides 
a  favorable  outlook  for  City's  home- 
building  operations. 

Property  and  casualty  insurance  is 
expected  to  show  further  improve- 
ment based  on  current  favorable 
underwriting  experience  and  con- 
tinuing income  growth  from  the  in- 
surance investment  portfolio. 

BASIC  BUSINESSES 
FILLING  BASIC  NEEDS 

City  Investing  is  the  world's  largest 
manufacturer  of  water  heaters  and 


steel  shipping  containers. 

And  a  leading  U.S.  manufacturer  of 
heating  and  air  conditioning  equip- 
ment for  residential  and  commercial 
use. 

City  is  also  the  nation's  largest 
printer  of  newsstand  publications; 
one  of  the  country's  largest  home 
builders  and  mobile  home  manufac- 
turers; operates  the  largest  chain  of 
budget  motels  in  the  country;  and  is 
one  of  the  major  property  and  casu- 
alty insurers  in  the  United  States. 

To  learn  more  about  City  Investing, 
contact:  Director  of  Corporate 
Communications,  City  Investing 
Company,  767  Fifth  Avenue,  New 
York,  N.Y.  10022. 


SUMMARY  RESULTS 
Year  Ended  December  31 

1977 

1976 

% 

Increase 

Revenues 

$3,070,597,000 

$2,535,093,000 

21 

Net  Income 

82,523,000 

44,253,000(1) 

86 

Per  Share,  Primary 

3.01 

1.37 

120 

Per  Share,  Diluted 

2.29 

1.29 

78 

Fourth  Quarter  Ended 
December  31 

1977 

1976 

% 

Increase 

Revenues 

$  822,900,000 

$  700,136,000 

18 

Net  Income 

28,325,000 

19,935,000(1) 

42 

Per  Share,  Primary 

1.08 

.77 

40 

Per  Share,  Diluted 

.78 

.58 

34 

(1)  Results  for  the  fourth  quarter  and  year  ended 
December  31,  1976  have  been  restated  to  give  effect 
to  adoption  of  Statements  of  Financial  Accounting 
Standards  N'os.  13  and  19,  requiring  capitalization  of 
certain  lease  obligations  and  the  application  of  suc- 
cessful efforts  accounting  for  oil  and  gas  invest- 
ments. As  a  result,  net  income  for  the  quarter  and 
year  ended  December  31,  1976  was  restated  and 
retroactively  reduced  by  $1,1 12,000  and  $8,892,000, 
respectively.  Net  income  per  share  for  the  respective 


periods  was  reduced  by  $.05  and  $.43  on  a  primarv 
basis,  and  by  $.02  and  $.25  fully  diluted. 

Average  primary  shares  were  22,097,000, 
20,640,000,  22,097,000  and  20,642.000  for  the 
quarter  and  twelve  months  ended  December  31, 
1977  and  1976  respectively.  Average  shares  — assum- 
ing full  dilution  -  were  36,543.000.  35,088.000, 
36,543,000  and  35,091.000  for  the  same  respective- 
periods. 


c  City  Investing 
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e  M/V  James  R.  Barker,  fleet  flagship  of  the 
ickands  Mather  subsidiary  of  Moore  McCor- 
mack  Resources,  is  longer  than  three  football 
fields  and  can  carry  59,000  long  tons  of  iron  ore 
pellets.  Driven  by  two  16-cylinder  Colt-Pielstick 
diesels  from  our  Fairbanks  Morse  Engine 
Division,  this  Great  Lakes  bulk  freighter  cruises 
at15mph.  Our  diesels  also  provide  power  in  elec- 
tric generating  plants,  in  nuclear  submarines. 


HE 


n  offshore  dri 


r  well-known  Con  inau 
Crucible  specialty  steels,  Garlock  industrial 
seals  and  components,  Menasco  landing  gear, 
and  Holley  carburetors,  FairbanksMorse  diesels 
help  make  us  a  leading  supplier  to  the  indus- 
trial sector  of  the  U.S.  economy.  For  our  latest 
financial  reports,  write  Colt  Industries  Inc, 
Dept.  C.  430  Park  Ave.,  New  York,  N.Y.  10022. 


springs  •  Fairbanks  Morse  diesel  engines  •  Fairbanks 
sqales  •  Pratt  &  Whitney  and  Elox  production  equipment 
Quincy  compressors  •  Central  Moloney  transformers 

□  Chandler  Evans  fuel  controls  •  Fairbanks  Morse 
pumps  •  Holley  carburetors  □  Garlock  industrial  seals 

□  Menasco  shock  mftigation  systems  □  Colt  firearms 

Colt  Industries 


you  had  bought  just  one  futures  contract  of  Swiss  francs  on  September  1st,  1971 
and  sold  it  on  January  3rd,  1978  you  would  have  made  a  profit  of  $11,050. 
Had  you  done  exactly  the  opposite,  you  would  have  lost  the  same  amount.* 

This  is  admittedly  a  dramatic  example.  We  could  have  used  even  more  astoundir 
ones.  But  our  purpose  is  not  to  boggle  your  mind  but  to  demonstrate  to  you 
the  potential  of  currency  futures  trading — a  potential  that  virtually  doesn't  exist  in 
the  more  conventional  forms  of  investment. 

If  you  decide  to  pursue  currency  futures  trading  further,  here  are  a  few  things 
to  remember: 

Individuals  trading  currency  on  a  public  exchange  is  a  new  and  exciting  idea — 
only  about  five  years  old. 

All  news  and  information  affecting  the  ups  and  downs  of  currency  values  is  in  th 
public  domain.  Radio,  television  and  the  press  cover  it  extensively — so  you  can 
know  as  much  as  the  next  guy. 

Currency  values  are  changing  quite  rapidly  right  now  and  may  continue  to  do 
so  for  some  time. 

Think  about  it.  Better  yet,  learn  more  about  it.  Send  for  our  free  currency  trading 
literature.  In  the  continental  United  States  call  800-243-5000.  In  Connecticut, 
1-800-882-5577.  Or  send  in  the  coupon  below. 

*The  prices  used  were  actual  CME  prices  on  the  dates  indicated. 

Mail-in  Coupon 

CHICAGO  MERCANTILE  EXCHANGE 

^fe    I        International  Monetary  Market       Associate  Mercantile  Market 

Please  send  me  more  information  on  trading  foreign  currency  futures. 

Your  name  Your  address 


Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.   Dept.  4618 

Deutschemarks  Canadian  dollars         Swiss  francs  French  francs 

Japanese  yen  British  pounds  Mexican  pesos  Dutch  guilders 
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Trouble  On  The  Wage  Front? 


On  page  73,  Forbes  comes  down  on  the  side  of  those  who 
think  that  consumer  spending  is  going  to  be  sluggish  over  the 
next  few  months,  and,  therefore,  no  great  spur  to  inflation.  But 
looking  farther  down  the  road,  to  year-end  and  beyond,  we  do 
see  considerable  inflation  danger  on  the  wage  front.  Despite 
the  6.3%  unemployment  rate  in  January,  there  is  less  room  to 
grow  in  a  noninflationary  way  than  first  meets  the  eye.  Council 
of  Economic  Advisers  member  Lyle  Gramley  allows:  "We 
think  of  an  unemployment  rate  in  the  5%-to-51/2%  range  as 
being  consistent  with  the  former  4%  figure  in  terms  of  the 
effect  on  wage  rates  .  .  .  [now]  when  we  get  much  below  5%% 
we  are  in  the  zone  of  wage  pressures. 

Administration  economic  policy  right  now  is  based  on  the 
expectation  that  even  with  the  added  stimulus  from  the  $24.5- 
billion  tax  cut  and  added  spending  pro- 
posed for  this  fall,  the  economy  will  not 
get  into  that  zone  until  late  1979.  Official- 
ly, the  Administration  is  forecasting  an 
unemployment  rate  of  between  6%  and 
6lA%  by  the  fourth  quarter  of  this  year — 
virtually  no  improvement  over  the  Janu- 
ary level. 

There  is  another  view,  however,  more 
optimistic  about  employment,  more  pessi- 
mistic about  inflation. 

Herbert  Stein,  the  former  CEA  chairman 
who  now  teaches  at  the  University  of  Virgin- 
ia, worries.  "This  [Administration]  forecast, 
although  common  enough,  is  still  quite 
uncertain.  It  is  derived  from  estimates  that 
real  output  will  rise  by  4'/2%  to  5%  during 
the  year,  that  productivity  will  rise  by  about 
2%  and  that  the  labor  force  will  rise  by  214% 
to  2'/2%.  Every  link  in  this  chain  is  chancy," 
Stein  warns,  adding,  "To  forecast  that  the 
unemployment  rate  will  lie  between  6%  and 
6V4%  certainly  understates  the  range  of  possibilities. 

The  CEA  itself  is  worried  about  one  link  in  the  chain — its 
productivity  assumption.  Its  economists  are  huddling  with 
experts  from  the  Bureau  of  Labor  Statistics  to  try  to  figure  out 
how  to  reconcile  discrepancies  between  the  gross  national 
product  and  productivity  numbers  for  1977.  If  GNP  was  no 
higher  than  reported,  and  productivity  was  as  high  as  it  has 
jbeen  calculated,  why  did  employment  rise  by  nearly  4  million? 
A  lesser  number  of  .workers  should  have  been  able  to  do  the 
job.  Since  the  GNP  and  employment  figures  are,  by  most 
accounts,  more  reliable  than  the  productivity  numbers, 
chances  are  productivity  numbers  will  be  revised  downward. 

Should  history  repeat  in  1978,  the  CEA's  forecast  of  a  2% 
productivity  gain  would  be  too  high.  What  happens  if  produc- 
tivity gains  are  less  than  projected  but  GNP  growth  is  on 
target':1  In  that  case  we  could  have  the  kind  of  surge  in 
:employment  we  had  late  last  year  that  produced  the  pleasant 
but  unexpected  drop  in  the  jobless  figures. 

Stein  isn't  quibbling  over  numbers.  What  worries  him  is  the 
(point  at  which  wage  increases  would  begin  to  speed  up.  He  is 
convinced  it  will  happen  well  before  the  economy  reaches  what 
he  or  any  other  economist  would  regard  as  "full  employment." 
|The  Administration's  Gramley  and  the  CEA  believe  there 
(would  still  be  a  way  to  go  below  6%  before  wage  increases 


would  accelerate.  But  Stein  wonders  whether  our  recent  ex- 
perience with  inflation  may  not  "increase  the  speed  with  which 
both  businesses  and  workers  respond  to  tir'  tening  markets  by 
raising  price  and  wage  demands." 

There  is  another  potential  problem,  too.  Whenever  the 
wage  takeoff  comes,  it  could  be  a  lulu.  Look  at  the  Bureau  of 
Labor  Statistics  hourly  earnings  index.  It  is  probably  the  best 
measure  of  wage  change  we  have.  The  chart  shows  the  index's 
rollercoaster  ride  over  the  last  boom  and  recession,  and  it 
seems  to  have  been  fairly  stable  since  the  end  of  1975.  But  that 
apparent  stability  masks  some  unsettling  facts.  Last  year  the 
index  rose  7.4%  while  the  changes  across  the  seven  industry 
groupings  that  comprise  the  index  ranged  from  a  low  of  4.4% 
for  mining  to  a  high  of  8.7%  for  transportation  and  public 


Wages:  On  Their  Way  Back  Up? 

Even  though  the  economy  as  a  whole  was  slowing  sharply  in  the  second  half  of 
1974,  many  employers  were  still  scrambling  to  get  workers  and  wages  were 
rising  at  a  10%  clip.  Soaring  unemployment  and  a  slower  rate  of  inflation 
combined  to  nudge  wage  changes  back  down  to  a  6.7%  rate  at  the  end  of  1976.  As 
unemployment  continues  to  fall,  how  soon  will  it  be  before  a  tight  labor  market 
sends  wages  up  more  sharply?  Or  is  it  possibly  happening  already? 
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utilities.  The  coal  mine  workers'  settlement  alone — if  it  ever 
comes — will  probably  kick  the  entire  index  up  by  a  tenth  of  a 
point.  And  construction  wages,  which  rose  only  4.5%,  are  not 
going  to  stay  on  the  floor  forever. 

Marvin  Kosters,  a  labor  market  economist  with  the  Ameri- 
can Enterprise  Institute,  makes  another  point  about  the  situa- 
tion covered  by  the  index.  During  the  last  recession,  as  is 
normal,  wage  gains  in  strongly  unionized  industries  far  out- 
paced those  in  weakly  organized  or  unorganized  industries. 

This  time,  however,  the  "dispersion  of  relative  wages  was 
such  that  the  gap  between  unionized  and  nonunionized  work- 
ers grew  much  more  than  normal.  Moreover,  the  unionized 
workers  have,  to  a  far  greater  degree  than  in  the  past,  further 
protected  their  gains  with  cost-of-living  escalators. 

As  the  economy  reaches  higher  employment  levels,  Kosters 
says,  the  wage  dispersion  usually  is  reduced — that  is,  nonunion- 
ized workers  tend  to  catch  up  with  gains  made  by  organized 
workers. 

This  catch-up  is  probably  going  to  be  bigger  and  could  well 
come  faster  than  in  the  past,  particularly  as  the  unemployment 
rate  for  adult  males — a  more  sensitive  indicator  of  labor  market 
tightness  than  the  overall  rate— continues  to  fall.  "The  poten- 
tial for  higher  inflation  is  really  very  serious,"  says  Kosters, 
grimly.  —John  Berry 
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Why  Tax-Exempts 
Are  Vulnerable  Mow 

By  Ben  Weberman 

.  .  Few  have  examined  the  consequences 
of  the  proposed  tax-law  changes  .  .  ." 


Oo  a  tax  cut  is  coming!  The  Carter 
Administration  will  propose  it  and  Con- 
gress, as  usual,  needs  no  prodding  to 
hand  out  goodies  to  the  voters.  But  be- 
fore breaking  out  the  champagne,  money 
managers  had  better  stop  a  bit  and  figure 
out  what  tax  euts  will  mean  to  their 
portfolios.  Cuts  will  be  good  for  high- 
yielding  taxable  bonds  but  bad  for  tax- 

empts — with  exceptions  in  both  eases. 

Down  the  road,  the  appeal  of  tax- 
exempt  interest  would  be  reduced  further 
for  individuals  if  personal  tax  rates  are  cut, 
especially  on  unearned  income,  and  if 
elimination  of  double  taxation  of  divi- 
dends enhances  the  appeal  of  equities. 

Essentially,  a  given  amount  of  tax- 
exempt  interest  is  worth  less  at  low  tax 
rates  than  at  high  tax  rates.  All  this,  of 
course,  applies  only  to  investors  who 
must  pay  taxes. 

Specifically,  tax-free  interest  has  less 
"taxable  equivalent"  yield  as  the  tax  rate 
is  reduced.  For  example,  a  5%  tax-free 
yield  on  an  Aaa-rated  state  bond  matur- 
ing in  15  years  has  the  same  aftertax 
return  as  a  bond  yielding  9.615%  for 
someone  who  pays  taxes  at  a  48%  rate — 
such  as  a  corporation  Figure  it  out:  A 
$1,000  bond  paying  9.615%  brings 
$96.15  a  year  in  interest.  Take  off  48% 
for  federal  tax,  or  $46.-15,  and  the  net 
return  is  $50,  or  5%. 

Say  the  tax  rate  for  corporations  is 
reduced  to  45%  from  the  current  48% 
rate  as  proposed  by  the  President.  That 
means  that  the  $50  tax-exempt  interest 
would  lose  value.  In  fact,  it  would  have  a 
yield  equivalent  to  a  taxable  bond  paying 
$90.90  a  year  interest,  or  9.09%.  At  a  45% 
rate,  the  tax  would  be  $40.90,  and  the 
remainder  would  be  $.50.  At  48%  tax  rate, 
you  need  a  yield  of  9.615%  to  be  left  with 
5%  after  taxes.  At  a  45%  rate,  you  can  get 
9.09%  to  end  up  with  5%  net. 

How  does  this  affect  the  prices  of  tax- 
Mr.  Weberman  is  economies  editor  of  Forbes 
magazine. 


exempt  bonds?  Simple.  It  is  a  toss-up 
currently,  using  the  numbers  of  my  ex- 
ample, between  purchase  of  a  taxable 
bond  at  9.615%  or  a  tax-free  at  5%.  If  the 
tax  rate  is  cut  to  45% — a  not  so  daring 
assumption — the  choice  would  be  be- 
tween 9.09%  taxable  or  5%  tax  free. 
Conversely,  the  municipal  bond  would 
have  to  carry  a  tax-free  return  of  5.28% 
to  carry  the  yield  equivalent  of  9.615%. 
A  bond  that  has  a  yield  of  5%  and  then 
must  be  adjusted  to  a  rate  of  5.28% 
would  have  to  decline  1  3/4  points  in 
price  on  a  five-year  maturity,  2  1/8  points 
in  price  on  a  ten-year  maturity  or  2  7/8 
points  in  price  on  a  15-year  maturity'. 
These  are  considerable  moves. 

It  is  obvious,  therefore,  that  where  the 
choice  is  between  a  taxable  bond,  such  as 
a  Government  National  Mortgage  Asso- 
ciation pass-through,  and  a  tax-free,  the 
tax-free  will  have  to  carry  a  higher  return 
to  maintain  the  relationship. 

The  tax-exempt  market  has  advanced 
sharply  throughout  1977— even  after  the 
declines  in  prices  on  Treasury  and  corpo- 
rate bonds  started  in  October.  I  would 
be  inclined  to  take  a  cautious  approach 
toward  tax-exempt  purchases  at  this 
stage.  The  market  is  clearly  vulnerable. 

One  set  of  tax-exernpts,  however,  will 
gain  some  value  if  tax  rates  are  reduced. 
These  are  the  bonds  that  sell  at  deep 
discounts  because  they  were  issued 
many  years  ago  when  interest  rates  were 
much  lower  than  today.  For  example. 
Port  Authority  bonds  due  in  2002  carry  a 
coupon  of  4%  and  are  selling  at  75V£ — 
the  discount  reflects  a  low  coupon,  not 
low  quality.  But  the  investor  who  pays 
$755  for  $40-a-year  tax-free  interest  on 
the  2002  bond  will  have  appreciation 
from  $755  to  $1,000  at  maturity  24  years 
hence;  in  other  words,  $245  will  be  sub- 
ject to  capital  gains  taxes. 

Because  the  benefits  and  disadvan- 
tages are  intertwined  for  a  deep-discount 
bond,  I  will  not  determine  the  precise 
change  in  aftertax  status  of  these  bonds. 
Suffice  it  to  say  that  to  the  extent  your 
tax  rate  is  reduced  vou  will  suffer  some 


reduction  in  the  value  of  tax  exemption. 

Spread  over  a  multimillion-dollar 
portfolio,  these  changes  can  be  substan- 
tial, no  matter  how  insignificant  in  them- 
selves. I  am  surprised,  however,  at  how 
unaware  most  professionals  are  about 
this  relationship  between  bond  yields 
and  tax  rates.  I  attended  the  Bank  In- 
vestments Conference  of  the  American 
Bankers  Association  in  Dallas  in  mid- 
February  and  found  that  few  of  the  1,250 
portfolio  managers  there  had  yet  given 
any  thought  to  the  consequences  of  the 
tax-rate  changes.  These  men  manage 
portfolios  amounting  to  $43.5  billion  ol 
Treasuries,  $50. 1  billion  of  tax-exempts 
and  $15  billion  of  federal  agenc\  and 
other  securities.  Despite  the  huge  vob 
ume  at  stake,  few  have  examined  the 
consequences  of  the  proposed  tax-law 
changes.  I  must  believe  the  market  does 
not  yet  reflect  the  potential  changes. 

Anticipating  that  the  tax-free  market 
w  ill  ultimately  feel  the  pressure  of  inves- 
tor resistance,  I  would  prefer  to  buy 
taxable  bonds  that  are  now  selling  at  an 
equivalent  aftertax  yield.  For  those  whq 
are  in  a  position  to  make  a  minimum 
$25,000  purchase  I  would  particularly 
recommend  the  GNMA  pass-through 
certificates.  These  12-year  average  matu- 
rity issues  carry  the  full  faith  and  credit! 
of  the  U.S.,  so  there  is  no  risk  of  loss  ot 
principal  or  interest.  GNMAs  currently 
yield  about  8.75%. 

There  is,  to  be  sure,  some  market  risk 
in  the  long-term  taxable  bonds  in  the 
present  unsettled  bond  market;  these 
market  movements  always  go  to  ex-J 
tremes.  But  when  investor  sentiment 
changes  for  the  better,  as  it  will,  there 
could  well  be  a  rush  to  buy  high-yield- 
ing, high-quality  bonds.  For  those  of  us 
who  aren  t  smart  enough  to  pick  the 
precise  bottom,  this  would  seem  to  be  a 
good  time  for  small  commitments  in 
Treasuries  at  8%,  GNMAs  at  8.75%  andl 
corporates  at  9%  or  better.  But  not  tax- 
exempts.  What's  good  for  the  taxpayer 
is,  ironically  ,  bad  for  the  holder  of  tax- 
exempt  bonds.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$300,000,000 
General  Motors  Acceptance  Corporation 

$150,000,000  8.20%  Notes  Due  February  15,  1988 
$150,000,000  8.65%  Debentures  Due  February  15,  2008 


Interest  payable  February  15  and  August  15 


Prices 

Notes  100%  and  Accrued  Interest 
Debentures  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  lairs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION 

GOLDMAN,  SACHS  &  CO.  LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DREXEL  BURNHAM  LAMBERT     E.  F.  HUTTON  &  COMPANY  INC.     KIDDER,  PEABODY  &  CO. 

Incorporated  Incorporated 

LAZARD  FRERES  &  CO.  LOEB  RHOADES,  HORNBLOWER  &  CO. 

PAINE,  WEBBER,  JACKSON  &  CURTIS  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated  Incorporated 

WARBURG  PARI B AS  BECKER  WERTHEIM  &  CO.,  INC.  WHITE,  WELD  &  CO. 

Incorporated  Incorporated 

DEAN  WITTER  REYNOLDS  INC.  BEAR,  STEARNS  &  CO. 

February  10, 1978. 
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4Tm~Wk  Leaving  Well  Enough  Alone 


By  Lucien  O.  Hooper 

". .  .  The  present  state  of  the  economy  is  not  too  bad  . . ." 


If  you  talk  to  people  at  the  supermar- 
ket, at  a  union  meeting,  at  your  country 
club  or  at  your  stockbroker's,  you  must 
be  impressed  by  the  almost  universal 
demand  that  Washington  cease  to  let 
things  drift  and  "do  something." 

If  you  ask:  "Do  what?"  you  get  all 
kinds  of  answers — most  of  them  decided- 
ly nebulous.  Labor  wants  higher  wages. 
Blue-collar  people  want  higher  salaries 
and  better  retirement  schemes.  The 
housewife,  and  most  everyone  else, 
wants  prices  to  stop  going  up.  Most  peo- 
ple want  to  pay  less  taxes  but  to  tax  others 
more.  Minorities  clamor  for  something 
special  at  the  expense  of  the  majority. 
Investors  want  a  better  stock  market. 
Debtors  want  a  lower  interest  rate.  Ev- 
eryone is  against  inflation  and  against 
deflation.  Yet  everyone  is  uncomfortable 
with  the  present  uneasy  compromise  be- 
tween inflation  and  deflation. 

If  you  were  President  of  the  U.S.,  a 
senator,  a  congressman  or  any  other  poli- 
cymaker, what  would  yd«  do  about  it?  If 
you  wanted  to  get  reelected  (hardly  an 
unworthy  ambition  for  a  man  in  public 
life),  what  would  you  do  to  please  the 
voters?  If  you  were  a  high-minded 
statesman,  interested  only  in  the  welfare 
of  the  nation,  regardless  of  your  personal 
fortunes,  what  would  you  try  to  do? 

You  would  have  to  remember  that 
most  people  often  are  selfish,  at  present 
are  puzzled,  worried  and  unreasonable. 
If  I  had  to  describe  the  overall  attitude 
today,  I  would  say  the  American  public 
wants  a  balanced  federal  budget,  lower 
taxes,  increased — and  more  expensive — 
public  services,  a  declining  public  debt, 
a  growing  economy,  higher  wages  and 
salaries,  less  poverty,  a  stronger  mili- 
tary, higher  Social  Security  benefits 
with  smaller  Social  Security  taxes,  a 
steadier  economy  with  fewer  ups  and 
downs,  and  in  all  this,  less  and  less 


Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  McKinnon  Securities  Inc. 


inflation  but  no  deflation. 

We  have  the  energy  deadlock  because 
the  public  is  not  more  than  academically 
concerned  about  energy  so  long  as  it  can 
buy  all  the  gasoline  and  oil  it  wants  at  a 
price  it  can  afford.  The  public  really  does 
not  want  the  President  or  Congress  to  do 
anything  unpleasant. 

I  don't  think  I  am  being  unfair  when  I 
say  that  the  unconscious  aim  of  Washing- 
ton is  to  attain  all  the  objectives  men- 
tioned. How  the  economy  can  have  all 
that  government  spending  and  lower 
taxes  and  still  avoid  more  and  more  infla- 
tion, however,  presents  the  problem  of 
making  water  flow  uphill.  If  you  are  to 
stop  inflation,  you  will  have  to  spend  less 
rather  than  more  and  have  fewer  govern  - 
ment services  and  minority  relief  pro- 
grams. If  you  have  a  balanced  budget 
and  cut  back  government  spending,  you 
are  pretty  sure  to  touch  off  the  fatal  fuse 
of  deflation — -the  most  unpleasant  and 
disastrous  of  all  economic  phenomena. 
Can  you  avoid  doing  one  thing  or  the 
other  forever?  Perhaps  not,  but  you  can 
postpone  it  for  a  long  time — and  we 
probably  will. 

Most  conservatives  would  deny  it,  but 
I  strongly  suspect  that  present  dissatis- 
faction with  President  Carter  is  because 
he  hesitates  to  stimulate  the  economy 
with  further  applications  of  economic 
unorthodoxy.  Many  conservatives,  like 
most  of  the  readers  of  this  column,  com- 
promise their  orthodoxy  when  it  even 
temporarily  rubs  their  pocketbook  the 
wrong  way.  They  like  the  idea  of  defla- 
tion, but  are  cowardly  when  facing  it. 

Policy  makers  are  cowards  about  defla- 
tion, because  they  know  deflationary 
phenomena  soon  would  force  them  out 
of  office.  To  the  extent  that  they  are 
economically  literate,  too,  they  know 
also  that  deflation,  once  started,  would 
be  difficult  if  not  impossible  to  stop. 

It  is  the  objective  of  this  column  to 
interpret  the  stock  market  and  invest- 
ment in  common  stocks  for  the  reader.  I 
suspect  more  of  this  uneasy  balance  be- 
tween inflation  and  deflation  is  better  for 
those  who  own  equities  than  either  faster 
inflation  or  deflation.  Furthermore,  I  am 
convinced  that  we  had  better  be  careful 


how  we  insist  that  Washington  do  some- 
thing challenging  and  do  it  quickly. 

Remember  that  the  present  state  o 
the  economy  is  not  too  bad.  The  stan- 
dard of  living  may  not  be  rising  for  some 
people,  but  it  is  not  falling  much  either. 
More  and  more  are  employed,  and  un- 
employment is  not  getting  any  worse. 
On  balance,  corporate  earnings  are  nol 
declining.  There  were  more  dividend 
increases  in  1977  than  in  any  other  year, 
In  spite  of  high  costs,  we  still  build 
houses.  To  be  sure,  both  the  govern- 
ment and  the  public  are  too  far  in  debt: 
but  inflation  makes  these  debts  payable 
in  smaller  dollars. 

Probably  our  biggest  gripe  is  that  we 
are  not  smart  enough  to  manage  the 
economy  effectively.  We  have  kidded 
ourselves  about  this  for  a  long  time,  and 
we  are  still  kidding  ourselves,  and  thai 
makes  us  terribly  frustrated. 

A  most  competent  money  manager  1 
have  known  and  respected  for  more  tharj 
30  years  phoned  me  to  ask:  "What  cata-i 
lyst  will  appear  to  change  stock  market 
trends?"  I  told  him  I  did  not  expect  anyj 
sudden  news  to  do  that.  All  we  need,  1 
said,  is  for  a  few  of  those  people  who 
have  been  hoarding  cash,  awaiting  such  a 
catalyst,  to  get  nervous  and  spend  some. 
A  little  intensive  buying  would  change 
the  institutional  attitude  toward  stocks  in 
a  matter  of  hours. 

But  wait  a  minute.  It  is  one  thing  tq 
anticipate  a  recovery  of  investor  morale, 
and  still  another  thing  to  expect  a  bifl 
bull  market  such  as  we  had  in  the  late 
Sixties  and  the  early  Seventies.  Unless 
there  is  a  panic  to  get  rid  of  cash,  caused 
by  a  sudden  rush  of  inflation,  there  is  nfl 
big  bull  market  in  the  wings.  This  is 
because  a  generation  has  speculated  anc 
lost.  Those  people  who  went  wild  in  the 
Sixties  and  early  Seventies  will  invest, 
but  they  won't  speculate  with  the  aban- 
don they  did  when  they  created  crazy 
overpricing  and  a  passing  pleasant  para- 
dise for  stockbrokers. 

This  is  a  nonpartisan  political  essay. 
Most  people  won't  like  it.  Neither  laboi 
nor  business  liked  Carter's  State  of  the 
Union  Message.  One  wag  suggested  this 
meant  it  probably  was  a  good  one.  ■ 


106 


FORBES,  MARCH  6,  197£ 


Money  And  Investments 


Stock  Comments 


In  Case  You  Disagree 

By  Heinz  H.  Biel 

". . .  This  is  hardly  the  time  to  become 
exuberant  about  the  future  . . ." 


lis  regular  readers  of  this  column  may 
have  noticed,  I  have  had  a  rather  jaun- 
diced view  of  the  stock  market  for  quite 
some  time.  To  be  sure,  a  great  many 
stocks  not  only  are  a  great  deal  cheaper 
than  they  were  a  year  or  two  ago,  but 
actually  they  are  now  fairly  priced  by  just 
about  any  standard  of  security  analysis. 
Yet,  I  find  it  difficult  to  see  a  reason, 
technical  or  fundamental,  why  the  stock 
market  should  now  reverse  its  major 
trend  and  go  up. 

One  rather  primitive  indicator,  which, 
however,  seems  to  work  quite  well  most 
af  the  time,  is  the  stock  market's  respon- 
siveness to  news — good  news  and  bad 
news.  As  a  bear  market  approaches  its 
bottom,  it  should  become  increasingly 
immune  to  bad  news  which,  presum- 
ably, has  long  been  discounted.  Good 
news,  on  the  other  hand,  should  get  a 
friendly  welcome. 

As  I  see  it,  this  is  not  the  way  the 
market  has  been  behaving  lately.  There 
were  good  corporate  earnings  reports  ga- 
lore, and  the  market's  response  was  a 
yawn.  Business  news  was  pretty  good, 
too;  the  market's  response  again  was 
blah.  But  when  reports  came  in  of  lag- 
ging auto  sales,  when  Big  Steel's  earn- 
ings collapsed  and  the  dividend  was  cut, 
when  PPG  Industries,  instead  of  record 
earnings  as  had  been  promised,  found  it 
necessary  to  write  off  $74.8  million  on 
chemical  facilities  in  Puerto  Rico,  the 
effect  on  the  stock  market  was  highly 
negative.  That  is  not  the  way  the  market 
behaves  when  it  is  at  or  near  its  low. 

Investors  are  more  inclined,  psycho- 
logically, to  buy  stocks  when  they  have 
reasons  to  expect  that  "things,"  i.e.  busi- 
ness in  general,  profits,  dividends,  etc., 
will  get  better  in  the  foreseeable  future. 
Our  economic  recovery  is  now  three 
years  old,  and  that  makes  it  fully  mature 
as  cyclical  recoveries  go.  This  is  hardly 
the  time,  therefore,  to  become  exuber- 

Mr.  Bid  is  a  vice  president  of  the  NYSE  firm 
of  Janneij  Montgomery  Scott  Inc. 


ant  about  the  future.  Autos,  which  usual- 
ly prosper  early  in  the  cycle,  have  had  it. 
Residential  construction,  normally  a 
latecomer,  is  booming.  And  when  office 
space  begins  to  get  tight,  you  know  that 
time  is  running  out. 

While  I  could  cite  many  more  reasons 
for  being  skeptical  on  the  market  out- 
look, I'll  be  the  first  to  admit  that  it  is 
quite  conceivable  that  I  might  be  wrong. 
It  would  not  be  the  first  time.  Therefore, 
in  case  you  disagree  with  my  lack  of 
enthusiasm  for  common  stocks  at  this 
stage,  I  am  ready  to  admit  that  the  bulls 
have  some  good  arguments,  too. 

Just  as  periods  of  economic  recovery 
have  a  limited  life  expectancy,  bear  mar- 
kets don't  last  forever  either.  The  pres- 
ent one  is  no  longer  a  spring  chicken, 
being  a  year  and  a  half  old  if  we  use  the 
Dow  Jones  industrial  average.  Obvious- 
ly, this  is  not  the  time  to  get  bearish.  It  is 
a  little  late  for  that. 

It  may  also  be  argued  that  most  of  us 
will  miss  the  bottom  of  the  market  just  as 
we  usually  miss  selling  at  the  top.  There- 
fore, why  not  disregard  whatever  further 
decline  may  possibly  be  in  store  and 
simply  buy  good  stocks  at  what  are 
thought  to  be  sensible  prices?  There  is 
no  clear-cut  answer  to  this.  It  is  a  matter 
of  individual  temperament.  Some  of  us 
can  ride  out  a  storm  with  equanimity. , 
Others  are  apt  to  panic  at  the  wrong  time 
and  will  sell  out  at  the  bottom. 

The  institutional  investor  has  a  differ- 
ent problem.  A  Morgan  Guaranty  with 
individual  stock  positions  of  tens,  if  not 
hundreds,  of  millions  of  dollars  can't  wait 
until  it  is  sure  that  the  major  trend  has 
turned  up.  It  must  buy  on  the  way  down, 
too  soon  perhaps,  but  at  realistic  prices. 
The  individual  has  flexibility  and  there- 
fore a  choice  that  the  large  institutions 
do  not  have. 

Of  course,  when  to  buy  is  only  part  of 
the  question.  What  to  buy  is  just  as 
important.  While  almost  all  stocks  move 
up  in  a  bull  market  and  almost  all  stocks 
decline  in  a  bear  market,  the  variations 
in  relative  performance  are  so  great  that 
the  random  walk  is  not  a  satisfactory 
answer.  We  should  at  least  try  to  do 


better     than     just     throwing  darts. 

Should  one,  for  example,  favor  stocks 
that  have  suffered  a  more  severe  decline 
than  others  in  this  bear  market  in  the 
expectation  that  their  recovery  will  also 
be  relatively  greater?  Although  I  am  a 
firm  believer  in  "What  goes  up  must 
come  down,''  I  am  not  at  all  convinced 
that  what  has  come  down  must  also  go 
back  up.  Just  look  at  the  many  stocks  that 
have  failed  to  come  even  close  to  their 
pre-1974  highs. 

I  don't  think  we  should  pay  too  much 
attention  to  a  stock's  price  history.  The 
fact  that  once  upon  a  time  Eastman  Ko- 
dak and  Polaroid  sold  around  150  and 
Xerox  above  170  may  revive  some  fond 
memories,  but  it  has  no  bearing  on  their 
comparative  desirability  as  investments 
in  today's  market.  As  I  have  said  many 
times  before,  it's  much  easier  to  decide 
what  not  to  buy  than  what  to  buy.  For 
example,  I  would  not  want  to  buy  the 
steels  regardless  of  price.  The  industry 
has  too  many  undesirable  attributes,  be- 
ing capital-intensive,  labor-intensive,  cy- 
clical and  vulnerable  not  only  to  foreign 
competition  but  also  to  competition  from 
other  materials,  like  plastics  or  alumi- 
num. If  you  believe  natural  resources 
give  better  inflation  protection,  I  would 
prefer  the  forest  products  industry  over 
nonferrous  metals  companies. 

I  don't  know  what  the  eventual  energy 
legislation  will  look  like,  but  the  investor 
should  own  some  oil  stocks  such  as  Phil- 
lips, Continental  Oil,  Mobil  or  Royal 
Dutch.  Considering  its  normally  low 
volatility,  Sears,  Roebuck  (26)  has  had  a 
lively  market  performance  lately,  declin- 
ing nearly  40%  from  the  1976  high  to  its 
recent  low.  With  the  dividend  yield  up 
to  5%  and  the  price/earnings  ratio  down 
to  eight,  the  downside  risk  from  here  on 
seems  moderate. 

Nabisco  (50),  an  old  pet  of  mine,  has 
managed  to  report  peak  profits  for  1977, 
despite  hefty  writeoffs  for  discontinued 
divisions  that  had  been  losing  money. 
New  records  are  in  sight,  as  is  the  case 
for  many  food  companies,  from  Coca- 
Cola  to  Tropicana,  from  General  Foods 
to  Pillsbury.  ■ 
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An  Oil  Without  OPEC 

By  Stanley  W.  Angrist 

.  .  We  use  more  than  7  billion 
pounds  of  it  every  year  .  . ." 


0 


il,  understandably  so,  has  been  a 
popular  subject  for  magazines  and  televi- 
sion specials  since  1973  when  the  Orga- 
nization of  Petroleum  Exporting  Coun- 
tries found  out  how  easy  it  is  to  rig  the 
market  by  controlling  available  supplies. 
Since  the  futures  market  in  crude  oil  is 
practically  nonexistent,  I  must  turn  else- 
where if  I  w  ish  to  write  about  oil.  Fortu- 
nately, there  is  an  oil  contract  heavily 
traded  in  the  U.S.  and,  while  it  might 
not  be  as  necessary  as  crude'  oil  to  our 
way  of  lile.  it  is  still  an  important  com- 
modity, The  oil  I  will  discuss  is  soybean 
oil  and  we  use  more  than  7  billion 
pounds  ol  it  every  year. 

Oil  Out  Of  Beans 

Soybean  oil  and  meal  were  originally 
extracted  from  soybeans  by  hydraulic 
crushing.  This  method  left  4%  to  15%  of 
the  oil  in  the  pressed  meal.  Today,  near- 
ly all  U.S.  and  foreign  processing  plants 
use  a  chemical  extraction  method  that 
leaves  only  1%  of  the  oil  in  the  meal. 
After  deodorizing  and  bleaching,  the 
crude  soybean  oil  can  be  processed  for 
edible  use  as  mayonnaise,  salad  oil  or 
margarine.  Soybean  oil  in  various  further 
refined  states  has  important  chemical 
use  in  paints,  varnishes,  soaps,  lubri- 
cants, sealants  and  pharmaceuticals. 

The  important  thing  to  bear  in  mind 
when  considering  soybean  oil  is  that  the 
meal  is  the  primary  product  of  the  ex- 
traction process.  It  is  meal  demand  and 
meal  prices  that  dominate  the  decision 
either  to  accelerate  or  decelerate  extrac- 
tion operations.  A  bull  market  in  meal  (it 
is  a  very  important  animal  feed),  based 
on  either  domestic  or  export  demand, 
can  result  in  increased  oil  production 
without  increased  demand  for  that  prod- 
uct. Such  a  situation  produces  a  bulge  in 
oil  stocks  and  continued  pressure  on  oil 
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prices.  The  two  products  mart'h  to  quite 
different  drummers,  as  illustrated  by  the 
events  of  1973  when  meal  prices  rose  to 
$451  per  ton  while  oil  struggled  to  38 
cents  per  pound.  The  next  year,  howev- 
er, oil  futures  rose  to  .50  cents  per  pound 
based  on  increased  foreign  demand  and 
heavy  domestic  use;  meal  that  year  nev- 
er traded  above  $215  per  ton. 

One  other  factor  to  be  considered 
when  discussing  soybean  oil  is  the  com- 
petition provided  by  other  oils.  There 
are  six  other  vegetable  oils  that  compete 
internationally  and  domestically  with 
soybean  oil — coconut,  palm,  cottonseed, 
sunflower,  peanut  and  rapeseed  oils. 
These  oils  can  be  used  in  place  of  soy- 
bean oil  in  many  products — indeed, 
coconut  oil  has  certain  characteristics 
that  make  it  even  more  desirable  in  lath- 
ering soaps  and  in  some  imitation  dairy 
products. 

Though  substantial  quantities  of  ed- 
ible oil  are  used  in  Western  Europe,  that 
region  imports  almost  no  oil  from  the 
U.S.  but  buys  soybeans,  which  are  then 
processed  in  Europe.  The  U.S.  exports 
most  of  its  oil  to  the  developing  countries 
of  South  America,  Africa  and  the  Asian 
subcontinent.  The  Food  for  Peace  Pro- 
gram under  Public  Law  480  has  been  an 
important  source  of  demand  for  soybean 
oil  in  recent  years. 

A  Slippery  Trade 

Total  bean  oil  usage  in  1976-77  was 
9.06  billion  pounds,  which  left  end-of- 
season  stocks  at  766  million  pounds.  It  is 
widely  believed  that  reduced  domestic 
usage  last  season  was  because  of  food 
processors  working  oft  inventories  rather 
than  replacing  their  oil  with  higher- 
pi  iced  stocks.  This  fact  may  be  regarded 
as  fairly  important,  given  that  the  season 
began  with  reduced  stocks,  and  left  ma- 
jor users  with  depleted  inventories.  This 
turn  of  events  could  be  the  seeds  of  a 
bull  market. 

The  U.S.  Department  of  Agriculture 
is  not  at  all  optimistic  about  the  pros- 
pects for  higher  prices  for  bean  oil.  It 
believes  that  competition  from  domesti- 
cally produced  sunflower  seed  and  cot- 
tonseed oil,  along  with  imported  palm 


oil,  will  combine  to  reduce  domestic  soy- 
bean oil  usage  and  keep  prices  well  be^ 
low  the  24-cents-per-pound  average  of  a 
year  ago.  Indeed,  the  USDA  states  thai 
in  its  opinion  stocks  of  soybean  oil  al 
season's  end  will  rise  moderately,  to  81C 
million  pounds. 

Ah,  but  there  is  always  the  other  side! 
of  the  coin.  (If  there  weren't,  there 
would  be  no  market  nor  any  coin  foB 
commodity  traders.)  The  Census  Bureau 
reports  that  oil  inventories  did  not  climb 
in  October  or  November,  even  though 
the  harvest  was  in  full  swing.  The  USDA 
in  its  January  report  also  raised  its  export 
estimates  to  1.65  billion  pounds,  a  15%5 
increase  over  the  November  estimate. 
The  primary  reason  for  the  improved 
outlook  is  the  entry  of  China  into  the 
world  market  for  oil  seeds.  The  USDA's 
Foreign  Agricultural  Service  believes 
that  the  oil  seed  situation  in  China  is 
tight — perhaps  as  tight  as  the  situation  in 
1972,  which  led  China  into  making  sub- 
stantial purchases  in  1973.  In  November 
the  U.S.  exported  101  million  pounds  ol 
oil  to  China.  The  trade  believes  that  by 
the  end  of  March  330  million  pounds 
may  have  been  shipped  to  the  People  s 
Republic  of  China. 

Giving  added  weight  to  the  bullish 
argument  is  that  Public  Law  480  alloca- 
tions have  been  substantial  enough  to 
allow  U.S.  bean  oil  to  effectively  conn 
pete  with  Malaysian  palm  oil.  As  of  mid- 
November  about  412  million  pounds  ol 
soybean  oil  had  been  allocated  foB 
1977/78  to  India,  Pakistan  and  Bangla- 
desh. Furthermore,  additional  PL  48C 
funds  appear  to  be  available. 

Smith,  Barney,  in  a  recent  report  on 
the'  bean  oil  situation,  has  come  out  in 
favor  of  the  bulls  with  respect  to  May  oil. 
They  believe  a  profit  objective  of  be- 
tween 4  cents  and  5  cents  per  pound 
($2,400  to  $3,000  per  contract)  is  attain- 
able from  present  levels.  The  minimum 
margin  on  a  long  position  in  bean  oil  is 
$1,000  with  a  round-turn  commission  ol 
about  $50.  The  logical  place  to  stop-loss 
suc  h  a  position  would  be  just  under  18 
cents  per  pound  (the  season's  low).  Mortj 
conservative  traders  might  wish  to  place 
stops  at  around  19.5  cents  per  pound. 
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fALUE  LINE  looks  at  possible  Take- Over  9  candidates 

MAJOR  STOCKS 
AT  50%  DISCOUNTS 

. .  from  their  tangible  book  value  per  share 


very  week,  Value  Line  computers 
;reen  1 700  major  stocks  under  regu- 
ir  review  to  pinpoint  special  cate- 
ories  which  may  be  of  unusual  inter- 
st  to  investors. 

or  instance,  a  recent  weekly  edition 
f  The  Value  Line  Investment  Survey 
lows  30  stocks  which  are  currently 
riced  below  tangible  book  value  per 
lare  AND  below  liquidating  value, 
>o  (which  makes  them  intriguing 
ake-over"  candidates  since  their 
9f  working  capital  exceeds  the  cur- 
jnt  price  of  their  shares). 
Of  these  30  stocks  (which  include 
some  very  well-known  names),  14 
are  selling  at  discounts  of  50%  or 
more  from  their  tangible  book 
i/alue.  The  discounts  run  as  high 
as  82%. 

loreover,  at  their  recent  prices  some 
f  these  stocks  offer  other  credentials 
f  possible  interest — such  as  P/E's 
3  low  as  4.6,  yields  as  high  as  8.0%, 
id  the  possibility  of  appreciating 
30%  or  more  in  price  in  the  next  few 
sars. 

Ipecial  Stock  Selectors 

he  latest  weekly  computer  screen 
f  stocks  which  qualify  for  the  above 
ategory  will  come  to  you  automat- 
ally  under  the  invitation  below— 
ong  with  several  other  Special  Stock 
electors  also  updated  weekly  in  the 
alue  Line  Survey,  including: 
IGHEST  YIELDS— The  100  stocks 
imong  all  1700  under  regular  re- 
ew)  offering  the  highest  yields, 
ased  on  estimated  dividends  in  the 
9xt  12  months.  The  yields  recent- 
ranged  from  10%  to  8.3%. 
IGHEST  APPRECIATION  PO- 
ENTIAL— The  100  stocks  offering 
ie  highest  3-  to  5-Year  Appreciation 
otential,  based  on  estimated  earn- 
gs  and  P/E's  in  that  future  span, 
ie  potentials  recently  ranged  from 
25%  to  220%.  CAUTION:  some  of 
ese  stocks  are  very  risky. 
IOST  TIMELY  STOCKS— The 
30  stocks  currently  ranked  1  (High- 
st)  and  the  300  ranked  2  (Above 
verage)  by  Value  Line  for  Probable 
rice  Performance  in  the  Next  12 
onths— relative  to  all  1700  stocks 
ider  regular  review. 
ONSERVATIVE  STOCKS— The 
ocks  ranked  1  (Highest)  and  2 
^bove  Average)  for  Safety— relative 
i  all  1700  stocks. 

TOCKS  AT  DISCOUNTS  FROM 
IQUIDATING  VALUE,  and  below 
angible  Book  Value— as  outlined 
Dove. 

EST  PERFORMING  STOCKS— 

ie  50  or  so  stocks  that  have  gone 


up  most  (or  down  least)  in  price  over 
the  last  13  weeks.  The  best  perfor- 
mances recently  ranged  from  +101.5% 
to  +34.7%. 

WORST  PERFORMING  STOCKS 

The  50  or  so  stocks  that  have  gone 
down  most  (or  up  least)  in  price  over 
the  last  13  weeks.  The  worst  perfor- 
mances recently  ranged  from  -52.6% 
to  -15.3%. 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock 
Selectors,  every  week — for  EACH  of 
1700  stocks— Value  Line's  weekly 
Summary  &  Index  shows  the  current 
ratings/measurements  for  future 
Price  Performance,  Safety,  Yield, 
Long-Term  Appreciation,  P/E  Ratio, 
Beta.  .  .  plus  earnings  and  dividend 
data,  past  actual  and  future  estimated. 
Every  week  you  also  receive  new  full- 
page  Ratings  &  Reports  on  about  130 
stocks,  updating  and  replacing  previ- 
ous reports  on  the  same  stocks.  Dur- 
ing a  13-week  cycle,  new  reports  like 
this  are  issued  on  all  1 700  stocks.  The 
Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of 
vital  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead. 

PLUS  THESE  2  BONUSES 

You  receive,  as  a  bonus,  Value  Line's 
2400-page  Investors  Reference  Ser- 
vice including  our  latest  full-page  Rat- 
ings &  Reports  on  each  of  1 700  stocks 
—fully  indexed  and  looseleaf-bound 
for  your  quick  and  easy  reference.  .  . 
and  systematically  updated  by  new 
full-page  Reports  in  the  weeks  ahead. 
(It  takes  only  30  seconds  to  replace 
the  old  Reports  with  the  new  in  your 
binder.)  All  this  material  is  so  orga- 
nized that  you  can  quickly  find  a  con- 
tinally  updated  report  and  current 


evaluation  on  almost  any  stock  you 
may  be  interested  in  buying,  selling, 
or  equally  important,  holding. 


(Those  pigai  hi"  i»ductd  fiom  icimI  tW  X  11"  lift.) 

And— as  an  extra  bonus  —you  will  also 
receive  Investing  in  Common  Stocks, 
by  Arnold  Bernhard,  Value  Line's 
founder  and  research  chief.  This  64- 
page  book  explains  how  even  inex- 
perienced investors  can  apply  thou- 
sands of  hours  of  professional  re- 
search to  their  own  portfolios  by 
focusing  on  only  two  unequivocal  rat- 
ings, one  for  Timeliness 
(Performance  in  next  12 
months),  the  other  for 
Safety.  This  book  is  YOURS 
TO  KEEP  even  if  you  re- 
turn the  other  material 
under  your  money-back 
guarantee. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  com- 
plete Value  Line  Investment  Survey 
(with  30-day  money-back  guarantee) 
for  the  next  10  weeks  for  only  $29— 
about  HALF  the  regular  rate— pro- 
vided no  member  of  your  household 
has  had  a  Value  Line  subscription  in 
the  last  two  years. 
This  subscription  is  tax-deductible  i 
utilized  to  aid  in  the  management  o 
your  investments. 
Fill  in  and  mail  the  coupon  today. 


Investing  in 
(  nmmoii  Slotks 


Mm  UmIUiUi 
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THE  VALUE  LINE  INVESTMENT  SURVEY 
Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y. 


□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 


10017 
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SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 


Increased 

Quarterly 
Dividend 

65c  per 
Common  Share 

(Formerly  62 Vi*  per  share) 

Payable: 
March  15, 1978 
Record: 

February  17, 1978 
Declared: 
February 1, 1978 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 
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Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 
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INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  116-117 
of  this  issue  for 
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The  Case  Of 
The  Deadly  Dov 


m    By  Ann  C.  Brown 


hile  the  snowplows  have  been 
busy  outdoors,  I  have  been  busy  indoors 
plowing  through  16  books  I  received  for 
Christmas.  One  I  particularly  enjoyed 
was  the  late  Agatha  Christie  s  Autobiog- 
raphy. I  can't  help  but  wonder  whom 
the  dear  Dame  would  have  fingered  as 
the  1977-78  Stock  Market  Murderer. 
There  are  no  end  of  suspects — the  popu- 
list President  with  seemingly  more 
promises  than  programs,  the  Treasury 
Secretary  deliberately  devaluing  the  dol- 
lar, the  election-conscious  Congress,  the 
fractious  Fed,  the  institutional  money 
managers  scrambling  out  of  stocks  and 
into  bonds  or  cash,  the  Japanese  dump- 
ers, the  stubborn  Deutsehemen  or  the 
oily  sheiks.  In  fact,  the  only  fellows  in 
the  clear  appear  to  be  the  consumers 
who  spent  everything  they  were  sup- 
posed to  (and  then  some)  and  the  corpo- 
rations that  generally  improved  their  li- 
quidity, increased  their  earnings  and 
dividends,  kept  their  inventories  under 
control  and,  all  the  while,  managed  to 
create  millions  of  new  jobs. 

Whodunit?  Far  be  it  from  me  to  reveal 
the  guilty  party  or  parties  but,  peeking 
ahead  to  the  final  chapters  of  this  year,  it 
looks  like  the  mysterious  decline  in  the 
Dow  Jones  industrial  average  will  have 
been  arrested  and,  once  again,  The 
Street  will  be  safe  for  stocks.  If  I  were 
you,  I  wouldn't  rule  out  the  possibility  of 
an  explosive  ending  either. 

Something  For  Everyone,  Continued 

Last  issue  (Forbes,  Feb.  20),  I  ticked 
off  the  names  of  over  25  stocks  with 
investment  appeal  including  big  divi- 
dend payers,  book-value  bargains,  fast 
growers  and  attractive  acquisition  candi- 
dates. Admittedly,  it  takes  courage  to 
recommend  equities  when  investor  sen- 
timent is  minus  zero,  but  nobody  ever 
got  rich  without  taking  some  risk.  And, 

Ann  C.  Brown  is  executive  vice  president  of 
the  S'cw  York  investment  firm  of  Melhado, 
Flynn  <b  Associates,  Inc. 


too,  nobody  ever  rings  a  bell  announ< 
the  end  of  a  bear  market. 

Left  out  of  my  earlier  shopping 
were  many  stocks  that  should  ber 
from  the  agonizing  reappraisal  of 
currency  over  the  last  two  years.  Si 
December  of  1976,  the  dollar 
dropped  24%  in  relation  to  the  Japar 
yen  and  nearly  29%  relative  to  the  S\ 
franc  (the  dollar  even  fell  17%  vis-a 
the  British  pound).  These  days  "1 
American"  is  much  more  than  a  ehau 
istic  cry.  It  is  a  practical  assessmen 
the  real  world.  Once  returning  trave 
start  telling  horror  stories  of  how  li 
the  dollar  will  buy  abroad,  chances  a 
lot  of  overseas  holiday  plans  will 
scrubbed.  Instead,  much  of  this  vacai 
money  will  be  spent  at  home  to  the  pi 
of  any  number  of  domestic  companie 

High  on  my  list  of  local  beneficia 
are  the  fast-food  merchants.  In  addl 
to  previously  recommended  McE 
aid  s,  Church's  Fried  Chicken,  Samb 
Denny's  and  Jerrico,  I'd  like  to  add  I 
derosa  System  (14),  which  seems  to 
emerging  smartly  from  its  rebuile 
program  undertaken  in  1974.  To  sal 
the  inner  man,  the  company  has  adi 
new  menu  entrees,  salad  bars  and  ( 
serts.  For  the  outer  man,  all  units  h 
been  remodeled,  and  for  the  finan 
man,  the  balance  sheet  has  been  mat 
ally  improved  and  costs  have  come 
der  tighter  control.  For  the  year  en 
February  1978,  Ponderosa  System  is 
pected  to  report  around  $2.20  or  so 
from  73  cents  last  year.  For  fiscal  15 
$2.85  a  share  looks  possible  and  an  an 
al  15%  earnings  growth  for  this  ste 
house  chain  is  predicted  for  the  r 
several  years. 

If  I  were  Taft  Broadcasting  (30), 
change  my  name.  This  Midwest-ba 
company  has  octopused  into  many  ac 
tional  businesses  and  is  now  into  ev« 
thing  from  amusement  parks,  TV 
film  production  and  syndication,  ti 
sizable  interest  in  Kinder-Care  Learn 
Centers.  Meanwhile,  earnings  h 
jumped  from  $2.85  in  1975  to  an  estin 
ed  $4.40  to  $4.. 50  for  the  year  ending 
month.  Next  year  $4.85  to  $4.95  lo 
likely  and  the  company,  currently  yi< 
ing  around  3.3%,  offers  the  potential 
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total  return  for  the  rather  reason- 
multiple  of  six  times  anticipated 
ings. 

ircourt  Brace  Jovanovich  (29)  is  an- 
r  company  that  appears  to  be  lead- 
i  double  life.  Known  primarily  as  a 
isher  of  textbooks  and  business  per- 
ils, this  expansion-minded  corpora- 
has  crept  into  the  leisure  scene  via 
icquisition  of  Sea  World  and  the 
shing  of  Human  Nature,  its  first,  but 
ably  not  its  last,  consumer  maga- 
Earnings  here,  too,  are  bounding 
d — up  from  $2.16  in  1973  to  an  esti- 
:d  $4.65  for  the  year  just  ended  and 
aps  as  much  as  $5.40  for  1978.  Divi- 
Is  have  increased  a  steady  9%  to  10% 
'ear  during  the  same  period,  and  the 
;nt  yield  of  close  to  5%,  although  not 
tacular,  gives  you  a  comfy  feeling 
management  is  thinking  about  the 
jholders. 

nally,  if  you'd  like  a  couple  of  sirua- 


.  Nobody  ever  rings  a 
announcing  the  end 
i  bear  market . . ." 


in  the  home  entertainment  busi- 

take  a  look  at  Norlin  Corp.  (22)  and 
y  (14).  Norlin  Corp.  is  better  known 
ts  principal  products — Lowrey  Or- 

and  Story  &  Clark  pianos — al- 
gh  it  makes  a  full  line  of  electric  and 
stic  guitars,  basses,  banjos  and, 
d  you  believe  it,  mandolins.  Re- 
y  the  company  raised  its  dividend  to 
),  the  sixth  increase  in  the  last  seven 
i,  resulting  in  a  current  yield  in 
is  of  7%.  As  for  earnings,  $4.60  is 
ipated  for  the  year  just  ended,  up 

$3.67  in  1976.  This  year  $5.30 
is  possible  and  preliminary  guesti- 
s  for  1979  are  in  the  $6  range, 
iffy  makes  bicycles.  In  fact,  Huffy  is 
largest  domestic  bicycle  producer, 
j  the  U.S.  population  is  on  a  phys- 
itness  kick  (witness  the  increase  in 
ng  and  cross-country  skiing),  bicy- 

may  recover  some  of  the  momen- 
it  gained  and  then  lost  after  the  oil 
irgo.  Today  a  person  can  pedal  se- 
in  the  knowledge  that  it  is  healthy 
i  so.  Huffy  recently  acquired  Frabill 
ufacturing,  which  makes  basketball 
pment  and  fishing  tackle,  thereby 
iening  the  product  line.  In  fiscal 
Huffy  earned  $2.71,  up  from  $2.08 
76.  This  year  $3.20  looks  reasonable 
is  much  as  $3.75  mav  be  attainable 
79.  ■ 


mm 


The 


(tonus  nmrimus) 


How  to  cut  it 
down  to  size. 

We  all  have  to  live  with  this 
little  critter,  but  we  don't  have  to 
feed  it  everything  we  own. 

Put  some  of  your  money  in 
a  place  where  The  Tax  Bite  can't 
bite...  the  Rowe  Price  Tax 
Free  Income  Fund. 

•  Tax-Free— no  income 
tax  for  the  IRS*. 

•  No-Load- no  sales  charg 
or  redemption  fee. 

•  Immediate  liquidity—  by 
calling  toll  free  or  simply 
writing  a  check. 

•  Ijow  minimum— 2&  little  as 
$1,000  can  start  you  receiving 
tax-free  income. 

•  Easy  to  purcliase—  send  in 
the  coupon  or  call  toll  free 
1-800-638-1527.  If  busy,  or  in 
Maryland,  call  301-547-2136 
collect. 


Copyright  T.  Rowe  Price  Associates. 


ROWE  PRICE  TAX 
INCOME  FUND,  INC. 

100  R.  Pratt  St.  Baltimore,  Man-land  21202 
Name  


A6 


Address . 


_State 


.Zip. 


City  

For  more  complete  information,  including 
management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  "Income  may  be  subject  to 
state  and  local  taxes. 


Slip  Cases  For  FORBES 

Rugged  and  handsome  cases  in  red  and  black  with  ti  3 
embossed  in  gold.  Prices:  $4.95  each,  3  for  $14.00, 
6  for  $24.00.  Send  check  to  Jesse  Jones  Box  Corpora- 
tion, Department  FB,  Post  Office  Box  5120,  Philadel- 
phia, Pennsylvania  19141.  Please  allow  three  to  four 
weeks  for  delivery. 
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730 ^ue  <BieniH(fe,J\fe»' Orleans 

1504)  581-7300  •  Cable:  LOUISIX 
TELEX  58-4314 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E  Ins 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients'  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  hack- 
ground.  Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to: 
Dept.  21.  Computer  Capital  Corp. 
6922  HolywoorJ  BlvrJ ,  Los  Angeles.  Calif  90028 
OR  Call  Mr  Wander  (213)  463-4841 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 
Holdings 

if  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends:  250  gal.  of  malt) 

RESALE  ACCRUED  EQUITIES  inc. 

"Scotch  Whisky  Brokers  since  1960" 
Write  FX  Schoenwald 

380  Leic'mgton  Ave.,  H.Y.C.  10017 
(212)M01-35£^ 


I  he  stock  market  has  been  just  awful, 
it  has  been  a  frigid  winter  and  tax  time  is 
almost  here.  Pardon  me,  then,  if  I  stray 
from  the  difficult  task  of  advising  people 
on  how  to  preserve  their  capital  and 
share  with  you  instead  a  hobby  of  mine. 
For  years  I've  made  a  prac  tice  of  record- 
ing bizarre  events.  Here  are  some  sam- 
ples, mostly  from  the  world  of  business. 

Investigate  Before  You  Invest 

The  result  of  a  door-to-door  survey  of 
5,000  typical  Americans  was  reported  in 
the  May  21,  1949  issue  of  Collier's. 
Asked  what  was  bought  and  sold  on  the 
New  York  Stock  Exchange,  64%  replied: 
"Livestock." 

A  Deal's  A  Deal 

In  1890  the  Royal  Swedish  Institute  of 
Anatomy  bought  the  rights  to  a  man's 
body  after  his  death.  The  seller  became 
wealthy  and  20  years  later  sought  to 
repurchase  the  contract.  The  Institute 
refused.  The  seller  went  to  court  to  have 
the  contract  revoked.  The  Institute  con- 
tested the  suit  and  won.  The  Institute 
then  applied  to  the  court  for  compensa- 
tion on  the  grounds  that  two  of  the  man's 
teeth  had  been  extracted  without  its  per- 
mission. The  Institute  successfully  col- 
lected damages. 

Executive  Training 

Samuel  Pepys,  the  18th-century  dia- 
rist, was  appointed  to  manage  the  ac- 
counts of  the  Royal  Navy.  After  two 
years  of  misery  he  hired  a  tutor  and  set 
about  learning  the  multiplication  tables. 

The  Zambian  Space  Program 

Fairly  early  in  the  space  race  Minister 
of  Space  Nkoloso  of  Zambia  announced 
that  his  country  would  have  a  man  on  the 
moon  by  1970. 

After  a  while  reporters  were  invited  to 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


Remarkable 
Occurrences 

By  John  Train 


witness  one  of  the  program's  high  pc 
A  husky  citizen  was  inserted  in  a  ba 
to  which  was  attached  a  rope  loi 
around  a  stout  tree.  Strong  assis 
then  whirled  the  barrel  around 
around  the  tree.  It  was  explained 
this  experience  would  familiarize 
man  in  the  barrel  with  some  of  the 
comforts  of  orbital  flight. 

Another  phase  of  the  program 
volved  rolling  the  future  astror 
downhill  in  oil  drums. 

Little  more,  alas,  has  been  annou 
since  then  about  this  impo 
conception. 


A  Family  Business 

The  Daltons,  an  English  family, 
among  the  world's  most  famous  ratci 
ers.  Their  preferred  modus  operandi 
construct  a  "harbor"  of  rubbish,  w 
number  of  channels  and  entrances,  ii 
cellar  of  an  infested  house.  At  nigh 
family  creeps  silently  into  the  cellar 
bags  and  cages,  which  they  place  ai 
entrances  to  the  harbor. 

At  a  signal,  they  commence  a  fui 
din,  which  startles  the  rats  into  da 
from  the  rubbish  into  the  bags  and  a 

On    one    prodigious  occasion 
bagged  1,600  rats  by  this  technique. 

Perfectionism 

Beau  Brummel,  the  dandy,  kept  a 
to  make  only  the  thumbs  of  his  glov 

Lovers  Cut  Free  From  Embrace 

London — A  tiny  sports  car  leaves 
to  be  desired  as  a  midnight  trysting ! 
two  secret  lovers  have  learned. 

W  edged  into  a  two-seater,  a  nea 
ked  man  was  suddenly  immobilized 
slipped  disc,  trapping  his  woman  < 
panion  beneath  him,  according  to  a 
tor  writing  in  a  medical  journal  here 

The  desperate  woman  tried  to  : 
mon  help  by  honking  the  horn  with 
foot.  A  doctor,  ambulance  driver, 
men  and  a  group  of  interested  passei 
quickly  surrounded  the  car  in  Reg 
Park.  ' 

"The  lady  found  herself  trapped 
neath  200  pounds  of  pain-racked,  im 
bile  man,"  said  Dr.  Brian  Richarc 
Kent. 
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lb  free  the  couple,  firemen  had  to 
away  the  car  frame,"  he  said, 
he  distraught  woman,  helped  out  of 
car  and  into  a  coat,  sobbed:  "How  am 
>ing  to  explain  to  my  husband  what 
happened  to  his  car?"  (Reuters) 

ure  Time 

he  opening  of  the  1965  hunting  sea- 
in  Italy  was  unusually  brilliant,  not 
i  in  the  quantity  of  game  taken  but  of 
ters.  Nine  were  killed  by  shooting, 
died  of  other  causes,  and  30  were 
'ely  injured,  including  one  hunter 
i  killed  another  and  shot  himself, 
its  injured  over  1,000  more. 

iA,  Please  Note 

Baltimore  plant  in  1945  tried  piping 
iop  music  for  the  workers.  Seventy- 

of  them  had  to  receive  psychiatric 
tment  at  Johns  Hopkins  Hospital. 

efractory  Mount 

horse  called  Undecided  threw  his 
r,  Edward  Walsh,  while  running  in 
Cast  Building  Handicap  at  Kilbeg- 

County  Meath,  Ireland, 
ndecided  then  burst  through  the 
drail  and  plunged  down  into  a  lake 
:  to  the  track.  He  never  came  up. 

iw  Soon  Do  You  Need  It,  Sir?" 

ORBES  readers  in  textile  and  retailing 
nesses,  or,  who  stop  in  Hong  Kong, 

wonder  how  fast  a  suit  can  be  made, 
answer  is  about  two  hours, 
don't  mean  by  that  made  from  the 
\i,  but  made  right  from  the  sheep, 
e's  how  it  was  determined. 

textile  firm  in  Huddersfield,  En- 
d  decided  to  settle  this  question,  and 
>d  in  some  skilled  employees.  As  an 
ence  watched,  they  sheared  a  dozen 
;p,  made  the  wool  into  yarn,  then 
cloth,  which  they  cut  and  sewed  into 
it,  all  in  two  hours  and  ten  minutes. 

ing 

RAGUE — Vera  Czermak  jumped  out 
ler  third-story  window  when  she 
ried  her  husband  had  betrayed  her. 
[rs.  Czermak  is  recovering  in  hospi- 
ifter  landing  on  her  husband,  who 

killed,  the  newspaper  Vecerny 
■>da  reported.  (UPI) 

collection  of  my  favorite  bizarre 
;  will  appear  later  this  year  as  a  little 
<,  to  be  called  Remarkable  Occur- 
cs.  If  any  readers  have  usable  docu- 
ited  contributions,  I'll  give  them 
tit  in  the  book  and  send  them  an 
graphed  copy.  Just  write  to  me  care 
ORBES.  ■ 


290th  COMMON  DIVIDEND 

A  regular  dividend  at  the  increased  rate  of  Eighty-Seven  and  Five  Tenths 
Cents  (87.5tf)  per  share  has  been  declared  upon  the  Common  Stock  of 
American  Brands,  Inc.,  payable  in  cash  on  March  1,  1978,  to  stock- 
holders of  record  at  the  close  of  business  February  8,  1978. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
January  31, 1978 

GALLAHER  LIMITED 
Master  Lock  Company 

IBJcamlllisiiOing^o. 

©Wilson  Jones 

Sunsfiine  Biscuits,  inc. 

Oacushnet  company 

THE  ANDREW  COMPANY 
W.  R.  &  Sons  Cutlery 


VISIBLE      RECORDS.  INC 


DUFFY  -  MOT T  COMPANY,  INC. 

y#fe*55g/LIGHTING  CORPORATION 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


America's  colleges  have  done  a  lot 
for  you.  Now  it's  your  turn. 


Have  you  any  idea  how  much 
America's  colleges  have  done  for 
you? 


Il  was  college-trained  minds  thai 
invented  television,  electronic 
computers,  spacecraft 


Thai  gave  you  vitamins,  and 
X-ray,  and  miracle  drugs. 


The  colleges  are  in  deep  financial 
trouble 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  librai  ies 


They  desperately  need  your  help 
So  give  them  a  hand  today ...  for 
a  better  tomorrow. 


aE"  SEEL1; FirancM 1 A v '°.EMuva,'nn,inc  Make  America  smarter. 

690  HUh  Avenue  New  York  NY  10019  _  _  # 

Give  to  the  college  or  your  choice. 


A  Public  Service  of  This  Magazine 
&  The  Advertising  Council 
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600,000 circulation, 
$54,000 average  subscriber 
household  income. 
In  a  class  by  itself. 

When  we  tell  you  that  TIME  A+  is  a  brand-new  advertising 
edition  from  TIME  with  a  business/ professional  circulation  of 
600,000  and  a  b&w  page  rate  of  only  $9,975,  it  sounds  a 
little  like  some  other  magazine  advertising  buys  you  can 
make.  Right? 

But  when  you  hear  that  TIME  A+  subscriber  house- 
holds have  an  average  income  of  $54,000,  that  93%  of  its 
household  heads  have  been  to  college,  and  that  100% 
qualify  as  professional/ managerial,  you'll  probably  begin  to 
agree  that  TIME  A+  must  be  in  a  class  by  itself.  Nowhere  else 
can  you  find  comparable  circulation  with  comparable 
subscriber  demos. 

Many  advertisers  will  find  in  TIME  A+  a  splendid 
vehicle  to  reach  decision  makers  in  business  (over  60% 
of  its  subscribers  happen  to  be  in  top  management).  Others 
will  find  it  a  most  effective  consumer  medium— say  for  an 
expensive  car  or  an  exotic  fragrance.  Because  TIME  A+ 
subscribers  are  in  two  positions  to  buy,  whether  it's  a  second 
factory  or  a  second  home.  Whatever  your  market,  you'll 
find  that  CPMs  for  TIME  A+  compare  most  favorably  with 
under-a-million-circulation  magazines  you  might  now  be 
using. 

TIME  A+:  Among  other  things  it  stands  for  Affluence, 
Achievement,  Action.  And  a  great  way  to  make  your  mark. 
Get  all  the  facts.  Write  Jack  Higgons,  Associate  Advertising 
Sales  Director,  Time  &  Life  Bldg.,  N.Y,  N.Y  10020.  Or  call 
him  at  (212)  556-7811. 


TIME  A  + 

Subscriber  Characteristics 

Circulation:  600,000 

Average  HH  Income:  $54,000 

B&W  Page  Rate:  $9,975 

Attended  College:  93% 

4-Coloi  Page  Rate:                    $  15,560 

Professional/Managerial:  100% 

There's  a  right  TIME  for  every  advertiser. 


Money  And  Investments 


Market  Trends 


hat  is  risk?  How  do  you  avoid  it? 
["here  are  lots  of  theories,  but  none  of 
hem  hold  water — at  least  not  for  long. 
?ive  years  ago  most  investment  advisers 
vould  have  said  that  Eastman  Kodak  was 
i  low-risk  stock  and  Teledyne  was  high 
isk;  that  Dow  Chemical  was  low  risk, 
diamond  Shamrock  high  risk.  But  Ko- 
lak  and  Dow  have  virtually  collapsed, 
vhile  Teledyne  and  Diamond  Shamrock 
lave  made  a  lot  of  money  for  patient 
lolders.  So  much  for  the  theory  that  big, 
)lue-chip  companies  are  less  risky  than 
mailer,  less  prominent  ones. 

It  is  clear,  however,  that  most  risk- 
acing  investments  today  rise  out  of 
hings  that  the  government — or  govern- 
nents — may  or  may  not  do.  Will  the 
barter  Administration  spend  too  little  to 
ceep  the  economy  expanding,  or  too 
nuch  to  keep  inflation  behaving?  What 
ibout  regulations  and  antitrust  actions? 

Since  most  of  the  largest  companies 
ire  multinational,  you  also  have  to  get 
nvolved  with  currency  fluctuations  and 
he  political  stability  of  countries  like 
taly  and  France,  let  alone  the  horde  of 
ess-developed  nations.  Let's  face  it:  The 
vhole  mess  of  the  increasing  govern- 
nental  role  won't  go  away.  In  fact,  if 
listory  is  any  guide,  government  in- 
'olvement  will  grow. 

You  can  do  one  of  three  things  about 
t:  You  can  retire  from  the  scene  alto- 
;ether  and  bury  your  money  in  your 
>ackyard.  Or,  you  can  just  hope  that 
ederal  policy  doesn't  damage  your  in- 
'estments.  But  there  is  a  third  alterna- 
te. Bemember  that  government  inter- 
erence  has  a  good  side  as  well  as  a  bad. 
["here  is  plenty  of  federal  money  to 
pend  and  it  can  make  some  businesses 
lourish,  even  though  interference 
nakes  life  difficult  for  others. 

What  is  called  for  is  a  new  kind  of 
took  market  strategy,  one  that  will  take 


Ayron  Simons  is  a  vice  president  of 
^owen  £r  Co. 


Don't  Fight  City 
Hall:  Join  It 

By  Myron  Simons 


advantage  of  government  intervention 
rather  than  just  wishing  it  would  go 
away.  Choose  your  investments  in  areas 
in  which  the  government  wants  to  help, 
and  you  are  likely  to  find  that  you  can  get 
the  kind  of  accelerated  growth  rate 
you've  been  looking  for,  probably  with- 
out having  to  pay  growth-stock  multi- 
ples. It  will  take  some  research  to  find 
the  right  companies,  because  a  lot  of 
medium-sized  and  small  stocks  will  un- 
doubtedly be  better  situated  than  the 
larger  ones.  I  d  like  to  mention  only  a 
few  areas  and  a  couple  of  fairly  obvious 
companies.  Chances  are  that  you  and 
your  broker  can  do  a  more  imaginative 
job,  but  here  are  some  of  my  thoughts. 

1)  Construction:  The  biggest  effort  for 
1978  will  be  to  try  to  end  unemploy- 
ment, especially  among  the  relatively 
unskilled.  The  easiest  way  to  do  that  is 
by  turning  attention  to  the  construction 
industry.  Management  of  a  number  of 
projects  will  be  pushed  into  the  hands  of 
local  governments,  which  will  help  make 
political  points  as  well.  Companies  sell- 
ing services  or  products  that  will  help 
reconstruct  the  inner  cities  or  the  public 
highways  may  be  in  a  position  to  get 
large,  profitable  orders.  Building  materi- 
als and  cement  stocks  such  as  General 
Portland  (11),  Kaiser  Cement  (15)  and 
Texas  Industries  (22)  are  the  kinds  of 
companies  I  have  in  mind.  In  addition, 
companies  like  Riley  (28)  should  be  ac- 
tive in  converting  facilities  that  now  use 
oil  and  natural  gas  into  coal  consumers. 

2)  Pollution  Control:  For  sure,  no 
new  government  projects  can  go  forward 
without  proper  pollution  control.  Huge 
amounts  of  money  and  people  will  be 
used  to  clean  up  the  waterways  and  the 
atmosphere.  In  addition,  the  govern- 
ment will  probably  give  tax  breaks  to 
private  corporations  to  encourage  them 
to  spend.  There  will  be  lots  of  companies 
that  can  flourish  in  this  atmosphere  of 
federal  and  private  spending.  Compa- 
nies like  Wheelalxrator-Frye  (28),  Pea- 
body  International  (22)  and  Research- 
Cottrell  (18)  are  potential  beneficiaries. 

3)  Energy:  So  far,  we've  heard  mostly 
about  conservation  of  energy,  because 
that  seems  the  quickest  way  to  cut  our 
dependence  on  foreign  oil.  But  from  now 


A  WORD 

ABOUT 

ENERGY 
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ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C 
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on  the  government's  approach  is  likely  to 
put  more  stress  on  finding  new  energy 
sources.  The  simplest  way  is  more  drill- 
ing for  natural  gas  and  oil,  both  onshore 
and  offshore.  However,  there  are  more 
esoteric  sources  of  energy,  such  as  shale 
oil,  solar  or  geothermal  energy.  There 
will  probably  be  a  considerable  amount 
of  money,  both  private  and  federal, 
available  for  all  of  them.  Reading  I? 
Bates  (22)  and  Dresser  Industries  (39)  are 
companies  to  watch.  Occidental  Petro- 
leum (22)  is  involved  in  a  number  of 
advanced  areas  of  the  energy  industry  in 
addition  to  its  large  stake  in  oil. 

The  search  lor  companies  that  will  be 
on  the  receiving  end  of  governmental 
expenditures  will  impose  something  of  a 
problem  lor  research  people.  A  lot  of  the 
very  best  opportunities  are  likely  to  flow 
to  relativelj  small  businesses  or  to  re- 
gional ones  rather  than  to  the  giants  we 


usually  follow.  We'll  have  to  look  into  a 
lot  of  companies  we  haven't  paid  much 
attention  to  lor  a  long  time. 

But  we  should  all  remember  to  apply 
rigid  standards  ol  security  analysis.  For 
one  thing,  we  should  be  sure  that  growth 
in  medium-sized  companies  will  last  for 


".  .  .  What  is  called  for 

is  a  new  kind  of 

stock  market  strategy  .  .  ." 


several  years.  A  one-year  bulge  by  a 
small  company  may  not  be  noticed  until 
it's  too  late  to  sell  at  a  profit,  A  second 
requirement  should  be  a  careful  analysis 
of  the  balance  sheet.  Make  sure  that  the 
company  you  want  to  buy  has  enough 
resources  to  handle  the  increased  busi- 


ness profitably.  Finally,  when  makinj 
projections  of  future  earnings,  think  o 
when  you'll  want  to  sell.  Suppose  yoi 
think  the  company,  can  earn  $5  a  shan 
within  three  years,  but  the  price  now  i 
$10  (never  mind  that  current  earning 
are,  say,  only  $1  a  share).  You  know  tha 
even  with  a  multiple  of  five  on  those 
future  earnings,  you  can  get  out  of  thi 
stock  at  a  handsome  price  even  if  th< 
overall  market  remains  depressed. 

That  brings  us  back  to  the  subject  o 
risk.  Of  course,  there's  no  way  to  d< 
away  with  it  altogether.  But  if  you  star 
out  by  aiming  to  find  stocks  that  wil 
make  good  even  if  the  Standard  &  Poor' 
averages  don't,  you  will  have  lessened 
your  risk.  That,  in  the  final  analysis,  i 
how  money  has  always  been  made  in  th< 
stock  market — if  you  pick  wisely,  you 
stocks  sio  clown  very  little  in  a  bear  mar 
ket  and  they  soar  in  a  bull  market.  ■ 
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HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 


COMMODITY  INVESTMENTS 


REGULAR    CLASSIFIED  LISTINGS: 

All  listings  are  accepted  at  the  dis- 
cretion of  the  Publisher.  Line  rate 
is  $17.35.  Minimum  size  ad  is  one 
inch  (14  agate  lines)  costing 
$242.90.  FORBES  will  typeset  with- 
out charge. 

DISPLAY  CLASSIFIED  ADVERTIS- 
ING: Line  rate  is  $17.  Minimum 
size  for  display  is  two  inches  (28 
agate  lines)  costing  $476.  Must  be 
submitted  as  film  negative  or 
camera-ready  mechanical  to  size. 
For  specific  requirements  send  for 
order  form. 

Contact:    Sarah  Madison 

FORBES  CLASSIFIED 

60  Fifth  Ave..  NYC  10011 
(212)  675-7725 


FOR  INVENTORS 


FREE  DIRECTORY  OF  1001  COR- 
PORATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based 
invention  service  company.  For  im- 
portant information  on  Protecting, 
Developing,  Marketing  your  inven- 
tions/ideas for  Cash /Royalty  sales, 
write  for  Free  Inventors  Kit  No. 
A-199.  Raymond  Lee  Organization, 
230  Park  Avenue  North 
New  York,  NY  10017 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


Mr.  "X"  invested 
$3,445 . . .  Nine 
Months  later 
he  received 
$24,216. 

Another  client  ol  ours,  following  our  advice, 
invested  $2  415  and  one  year  later  received 
$22  393.  a  net  profit  ot  827% 

Naturally  not  every  one  tares  as  well,  but 
the  potential  for  high  profits,  and  a  risk  limited 
only  to  the  cost  ot  the  option  is  why  people 
speculate  in  commodity  options 

First  Commodity  is  one  ol  the  oldest 
and  most  accomplished  options  spe- 
cialists in  the  country  ^ 

Send  for  a  tree  copy  of  our  book  J 
let  "Apples  and  Options  along 
with  our  latest  "Buy"  recommen- 
dation 

American  Information  Service 

924  Anacapa  Street 
Santa  Barbara,  California  93101 

fi  lTTnan  d"m aTTt oda  y~  ~~  ~~  ~" 

□  Please  send  the  booklet  Apples  and 

Options" 

□  Please  send  your  latest  "Buy"  recommen- 
dations 

□  I  have  □  have  not  speculated  in  commodity 
options  before 

Print  Name  

Address.  

City/State/Zip  

Home  Phone  Bus  Phone  


First  Commodity  Corporation  of  Boston  is  a 
Federally  registered  Commodity  Trading  Advisor 
and  Futures  Commission  Merchant  1903 


REACH  THE  AFFLUENT 
IN  FORBES  CLASSIFIED 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 

INVESTMENT  SECURANCE 

Preserve  and  increase  "real"  value 
of  capital  against  continuing  infla- 
tion and  rising  consumer  prices 
with  guaranteed  life  income  or  in- 
terim tax-deferred  fund  placement 
payable  in  SWISS  FRANCS-world's 
strongest  currency— up  12%  a  year 
vs  U.S.  and  Canadian  dollars  since 
1971.  FREE  FACTS.  N0RTHSTAR, 
524  Charles,  East  Lansing,  Ml 
48823.  24  hr  toll-free  ^800-638-2000 


SMALL  BUSINESS  ADMINISTRA- 
TION OFFICIAL  1977  SBA  REPORT 
ON  VENTURE  &  EQUITY  CAPITAL 
FOR  NEW  SMALL  BUSINESSES. 
Must  Reading  &  Reference.  Send 
$4.50  to: 

SBA  REPORT,  Suite  411 
777  14th  Street,  N.W. 

Washington,  D.C.  20005 

AUTOMOBILES 

SAVE  $2,000  ON  NEW  1978  CARS 

Your  Detroit  Connection  offers  new 
1978  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
you  up  to  $2,000.  Full  factory  war- 
ranty. Free  Detroit  Metro  Airport 
pickup  at  delivery.  Send  make  and 
model  desired  for  a  quotation  to: 
BONDED  BROKERS,  2547-S  Monroe 
Blvd.,  Dearborn,  Michigan  48124. 
Phone  (313)  565-5577. 


EXECUTIVE  EDUCATION 

OFF-CAMPUS  DEGREE  PROGRAI 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  p> 
pie  who  cannot  meet  on-camr. 
classroom  requirements.  Credit 
college  related  life  experier 
learning.  Write  or  call  for  Catal 
and  details.  Off-Campus  Registr 
KENSINGTON  UNIVERSITY 

512  E.  Wilson  Ave. 
Glendale,  Cal.  91209 

Tel.  213,  245-7224 


OFF  CAMPUS  DEGREE  PROGRAI 
BACHELORS  *  MASTERS  * 
DOCTORATES 

No  residency  requirements.  As 
midcareer  professional,  you  may 
closer  to  a  degree  than  you  reali: 
Credit  granted  for  experience,  co 
pany  training  and/or  courses  sat 
factorily  completed  elsewhere.  P 
grams  monitored  by  distinguish 
faculty  •  Write  California  Paci 
University,  920  Morena  Bouleva 
San  Diego,  California  92110 

INTERNATIONAL  TRADE 

HOW  TO  DO  BUSINESS 
WITH  THE  RUSSIANS 

Learn  how  to  avoid  the  pitfalls  a 
solve  the  special  problems  of  de 
ing  with  the  Soviets  and  East  Eui 
peans  from  7  leading  US  experts 
THE  RED  TAPES  -  8  hours  of  coi 
mentary  on  8  audio  cassettes,  wi 
booklet  and  suede  binder,  $7 
postpaid.  For  sample  8  minute  a 
sette  send  $2  to  Westshore,  In 
655  Redwood  Highway 
Mill  Valley.  CA  94941 

FORBES: 
CAPITALIST 
TOOL 
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BUSINESS  OPPORTUNITIES 

REAL  ESTATE 

EXECUTIVE  GIFTS 

ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
Exclusive  ZIP'Z  "MAKE  YOUR 
)WN  SUNDAE"  FRANCHISES, 
ncludes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
>9500  cash  investment  required. 
I  you  qualify — 

CALL  TOLL  FREE  TODAY 
l-800-821-2270,Ext.323 

ZIP'Z 

ADIV.OF  I.Q.I.,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


ONE  Of 

THE  MOST  UNIQUE 
IDEAS  OF  THE  70  S 

DISTRIBUTORSHIP 
Automotive  related  equipment 
Leads  from  23  monthly  National 
Magazines    $10,000  minimum 
equipment  purchase  Protected 
territory  available 

"I  grossed  over  $60,000  the 
rst  ninety  days.  " — Bill  Smith.San 
ose,  CA 
Call    Mr    Landers  Toll  Free 
1-800-527-7438 

©TIRE  COSMOTOLOGY 
10920  Indian  Trail.  Suite  201 
Dallas.  TX  75229  (Dept.  fb378) 
Documentation    turmshed  upon 
request 


FREE  MAIL  ORDER  COURSE 

tous   Mail   Order  "pro"  helps 
i-women  gain  fast  start  in  Mail 
sr-World  Trade  home  business, 
ow  same  plan  that  made  him 
ions.  Big  earnings  in  profitable 
by  or  retirement  project.  Write 
free  course.  No  obligations. 
B.  L.  Mellinger 
Dept.  G1593 
Woodland  Hills,  CA.  91367 


tOKERS!  $10  BILLION 


lable  for  guaranteed  loan  re- 
sts in  U.S.  and  abroad  —  from 
million  minimum  to  no  limit, 
cate  in  first  letter  your  back- 
ind,  references,  potential;  no 
kages.  Write:  Box  A124  Forbes, 
:ifth  Ave.,  New  York,  N.Y.  10011 

8MT  &  SALES  MEETINGS 


IF  YOU  LIKE 

MONEY 

YOU'LL  LIKE 
THIS  OFFER... 


If  VOL 

to  show 


liken 


e'd  like 


sney, 

how  you  can 
make  more  of  it  SMI,  Inc 
can  show  you  an  exciting  bust 
ness  with  a  profit  potential 
that  grows  as  you  develop 
youf  skills  and  abilities 

SMI.  Inc  is  a  pioneer  and 
leader  in  ttie  knowledge/ 
education/communication  in- 
dustry 

SMI  will  show  you  how  to  command  an  income 
that  matches  your  ability,  initiative,  creativity,  and 
appetite  (or  hard  work  You'll  work  for  yourself,  be 
your  own  boss,  and  set  your  own  course,  with 
guidance  from  experienced  and  successful  people  who 
are  on  SMI's  staff  to  help  you  succeed. 

You  must  act  now1  One  of  the  major  differences 
between  leaders  and  followers,  successes  and  faijures, 
is  in  the  area  of  decision  making.  Can  you  make 
a  Decision  and  take  Action' 

Send  today  for  complete  information  at  no 
obligation 

SEND  I  OK  FREEINl"t)KV,\,ION 

QCmi   Call  Toll  Free  1  800  628  6050  Ext.  2244 

MfJIIII   Or  Mail  To  SMI 

c/o  American  Information  Service 
924  Anacapa  Street 
Santa  Barbara.  CA  93101 


S*fe     PIUS  TAX  BENEFITS  ^**3# 

OTHERS  DO  EVERY  MONTH  IN  U.S. 
GOVERNMENT  OIL  LEASE  DRAW- 
INGS. IF  YOU  ARE  21  OR  OVER  YOU 
CAN  PARTICIPATE  EQUALLY  WITH 
MAJOR  OIL  COMPANIES  IN  THIS 
LEGAL  LOTTERY.  A  $20  TAX  DEDUC- 
TIBLE FILING  FEE  CAN  RETURN 
$75,000  IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME. 
WRITE  DEPT.  FF  FOR  FREE  INFORMATION 
OR  CALL  303-499-1562 

MILLIGAN  1  RUST 
600  MANHATTAN.  BOULDER.  CO  80303 


INDUSTRIAL 
MANUFACTURING  LICENSE 

To  qualified  candidates  who  enjoy 
the  allure  of  Industrial  Manufactur- 
ing. We  offer  a  virtually  competi- 
tion-free business  secured  by  ma- 
chinery, training  and  long-range 
support.  Investment  of  $87,500 
should  generate  substantial  annual 
income.  Partial  financing  available. 
Company  scrutiny  is  considerable. 
North  American  Carbide  Corp. 
Call  Mr.  Faircloth,  1-800-525-9496 

SELL  YOUR  ADVICE 

Stop  giving  it  away  (or  keeping  it  to 
yourself).  Learn  how  to  turn  your 
knowledge  into  dollars.  FREE  RE- 
PORT tells  how  to  start,  operate,  pro- 
mote your  own  consulting  business. 
You'll  learn  how  to  have  a  future 
free  of  all  money  worries  by  selling 
your  advice.  Write:  Hamilton  Pub- 
lishing Co.,  Dept.  FB-19,  Box  88043, 
Indianapolis,  IN  46208. 


TAX  SHELTER 


TAX  SHELTER:  4  for  1  writeoff  this 
year.  Simple  and  legal.  Send  $5.00 
for  info,  tax  opinion,  &  a  copy  of 
my  book,  A  License  to  Steal.  Major 
brokerage  firm  analyzed  my  trades 
for  1977  ...  9  winners,  no  losers! 
Money  back  guarantee,  no  risk. 
S.  E.  Fason,  Box  9145,  Riviera  Bch, 
FL  33404  or  call  (305)  842-4744. 


RELOCATING? 


.  .  or  want  to  buy  or  sell 
home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 
details. 


Realty  USA 

P  O  Box  5780F 
St  Louis.  MO  63121 


Own  Your  Own  -- 

Hunk 

of 
Heaven 

In  the  hills  --  by  the  Lake  --  on  the 
Stream  —  at  the  Seashore. 
Thousands  to  choose  from  in  the 
STROUT  Catalog.  It's  BIG  --  and 
Mailed  FREE. 

STROUT  REALTY.  Inc 
"All  Across  America  -  since  1900' 
60  E.  42nd  St.  (Dept.  4085) 
New  York.  NY  10017 


FREE  CATALOG 

Big,  Free  1978  Catalog  describes 
and  pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

 TRAVEL  

Sail  a  tall  ship 

ftf.  to  small  Caribbean  islands. 

6  or  14  days  from  $290. 

Wnte  for  free  Adventure  Booklet. 
Box  120.  Dept.  017 
Miami  Beach,  Fla.  33139. 


DoMfoofCnit/cs 


ART  &  ANTIQUES 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 


EXCELLENT  COLLECTOR 
ART  EDITIONS 

FOR  YOUR  OFFICE  OR  HOME. 
SEND  TWO  DOLLARS 
FOR  CATALOG. 
WILL  REFUND  PRICE  OF 
CATALOG  WITH  ORDER. 
GLASSER'S  ART  GALLERY 
P.O.  BOX  6385 
SAN  ANTONIO,  TEXAS  7S209 


Corporate 
Signature  Ties 

Let  our  designers  transform 
your  company  logo  or  trade- 
mark into  a  custom  woven 
tie.  Subtly.  Tastefully  Ex 
clusively  yours. 

impeccable  Hampton  Hall 
quality  in  all  fabrics:  pure 
silk,  DuPont's  Qiana,  of 
polyester.Minirnum  only  150 
ties  Scarves  and  Blazer  ir — 
Badges  also  available.  i(*«)3 
Phone  or  write.  ^>^*^ 

Siamfxion  Ma£l,£td. 

51  East  42nd  Street,  New  York  10017 
k  (212)  687-6810  a 


BUSINESS  PRODUCTS 
&  SERVICES 


i 


DEPRECIATION  SLIDE  CHART- 
GREAT  TOOL  FOR  EXECUTIVES, 
ACCOUNTANTS 

To  calculate  depreciation,  compare 
and  select  best  of  four  most  used 
methods.  Chart  shows  monthly  per- 
centages for  months  one  to  twelve, 
for  each  method,  for  years  of  useful 
life  most  frequently  used  (3  to  50). 
Fast,  accurate,  only  $5.95  postpaid. 

Hodel  Accounting  Products,  Dept.  F 
1407  Locust  Ravine 
Bakersfield,  CA  93306 


maum  CALL  TOLL  FREEM 
FOR  FREE  BROCHURES 

describing  how  you  can  benefit  by 
using  the  nationwide  TOLL  FREE 
telephone  facilities  of  one  of  the 
world's  largest  answering  services 
and  ad  response  systems. 

CALL  NOW  TOLL  FREE 

(800)  824-5120  Ask  for  Oper.  £610 
(in  Calif,  call  (800)  852-7711)  In 
Hawaii  8.  Alaska  call  (800)  824- 
5180  or  write  to  The  National 
Communications  Center,  Dept. 
610,  3939  Cambridge  Rd.,  Suite 
104,  Shingle  Snrings.  CA  95682. 
Literature  will  be  sent  to  you  in 
next  mail. 


GOURMET 


TEEL  VEAL 
FOR  THE  GOURMET 

Succulent  and  delicious,  for  the 
health-minded  —  low  cholesterol,  no 
hormones.  Raised  naturally,  deliv- 
ered to  your  door.  20  lb.  Sampler. 
Call  (804)  985-7746.  Write: 

TEEL  MOUNTAIN  FARM 
Box  87 

Stanardsville,  Virginia  22973 
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NORTH  AMERICA  INC  85 

Agency:  Wilson,  Haight  &  Welch,  Inc. 
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ADMINISTRATION   4-5 

Agency:  Kenyon  &  Eckhardt  Inc.  -  C  P  V. 

COMPUTER  CAPITAL  CORPORATION  112 

Agency:  The  Paramount  Agency  Advertising 

CONRAC  CORPORATION   81 

Agency:  Poppe  Tyson,  Inc. 

CRANE  CO  92-93 

Agency:  Doremus  Uptown 

CRUM  &  FORSTER 

INSURANCE  COMPANIES   72 

Agency:  Benton  &  Bowles,  Inc. 

DENNY'S,  INC  95 

Agency:  David  Crawley  Ltd. 

DUN  &  BRADSTREET  INC  91 

Agency:  Edwin  Bird  Wilson  Inc. 
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EMERY  AIR  FREIGHT  CORPORATION  ..11 
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FIDELITY  AGGRESSIVE  INCOME  FUND  87 

Agency:  Quinn  &  Johnson,  Inc. 
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FENNER  &  SMITH  INC  5< 
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SOMERSET  IMPORTERS,  LTD. 

JOHNNIE  WALKER  BLACK  LABEL  ....27 

Agency:  Smith/Greenland 

Company  Incorporated 

TEXTRON  INC  80 

Agency:  J.  Walter  Thompson  Company 

•  TIME  MAGAZINE   114 
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CORPORATION  Second  Cover 

Agency:  Marsteller  Inc. 
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SURVEY   109 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

VANTAGE   9 

Agency:  Leber  Katz  Partners  Inc. 
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MAPC0 1977 
EARNINGS 
UP  AGAIN. 
THAT'S 
GROWTH 


$1 


In  rhe  post  five  yeors,  Mapco 
earnings  hove  grown  from 
64c  in  1972  to  $3.20  in 
1977.  It's  a  story  of  continual 
growth.  In  fact,  Mapco  has 
grown  every  single  year  for 
rhe  past  1 8  years. . .  some- 
thing very  few  companies 
can  say. 


I*  mapco 

1800  S.  Balrimore  Ave 
Tulsa,  Oklahoma  741 19 
SYMBOL  MDA  NYSE 
•  MWSE  •  PSE 


72 


73 


76 


What  your  home  could 
have  in  common  with  the  Metf 
theTate,  and  the  Louvre. 


Michel  Delacroix'  Eiffel  Tower. 


Beautiful,  original  works  by  artists 
who  arc  represented  in  the  world's  great 
museums  and  galleries  can  be  yours  for 
very  reasonable  prices. 

We  offer  original  etchings,  lithographs 
and  serigraphs  signed  by  Calder,  Chagall, 
Dali,  Delacroix,  Renoir  and  other  impor- 
tant artists. 

(Michel  Delacroix'  charming  litho- 
graph, Eiffel  Tower,  is  just  one  of  the 
many  fine  prints  we've  recently  made 
available.) 

Our  expert  advice  and  full  money- 
back  guarantee  are  your  assurances  that 
the  art  you  buy  will  have  lasting  value 
and  beauty. 

Send  for  our  colorful,  descriptive 
brochure,  without  obligation. 


Original  print  collectors  group,  Ltd 

120  East  56th  Street.  Dept  F16.  New  York.  N  Y  10022 
□  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE 
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State 


Zip 
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Thoughts 


on  the 

.  Business  of  Life 


The  growth  of  wisdom 
may  be  gauged  accurately  by 
the  decline  of  ill  temper. 
Friedrich  Nietzsche 


The  most'  important  thing  to  do  in 
solving  a  problem  is  to  begin. 
Frank  Tyger 


The  language  of  excitement  is  at 
best  picturesque  merely.  You  must 
be  calm  before  you  can  utter  oracles. 
Henry  David  Thoreau 


He  that  is  master  of  himself  will 
soon  be  master  of  others. 
H.  G.  Bohn 


A  tart  temper  never  mellows 
with  age,  and  a  sharp  tongue  is 
the  only  edged  tool  that 
grows  keener  with  constant  use. 
Washington  Irving 


We  must  interpret  a  bad  temper  as 
the  sign  of  an  inferiority  complex. 
Alfred  Adler 


Only  the  man  who  can  impose 
discipline  on  himself  is  fit  to 
discipline  others  or  can  impose 
discipline  on  others. 
William  Feather 


The  greatest  difficulties  lie 

where  we  are  not  looking  for  them. 

Goethe 


Tact  is  the  interpreter  of  all  riddles, 
the  surmounter  of  all  difficulties, 
the  remover  of  all  obstacles. 
William  Scargill 


Conceit  and  confidence  are  both  of 
them  cheats.  The  first  always 
imposes  on  itself;  the  second 
frequently  deceives  others. 
Johann  Zimmerman 


Most  important,  novelty  and 
creativity  are  unrecognizable  unless 
they  emerge  from  order. 
Ross  A.  Webrer 


There  is  a  master  key  to  success 
with  which  no  man  can  fail. 
Its  name  is  simplicity  .  Whenever  I 
have  met  a  business  proposition 
which,  after  taking  thought, 
I  could  not  reduce  to  simplicity, 
I  have  left  it  alone. 
Henri  Detering 


Good  order  is  the  foundation 
of  all  good  things. 
Edmund  Burke 


Excitability  often  springs  from 
incompetency.  The  man  who  is 
master  of  his  job  usually  can 
keep  calm.  He  knows  how  to  meet 
each  situation  that  arises  and 
does  so  capably,  without  fussing 
or  fuming.  To  get  a  better  grip 
on  your  temper,  get  a  better 
grip  on  your  job. 
B.  C.  Forres 


Education  is  the  ability  to  listen 
to  almost  anything  without  losing  your 
temper  or  your  self-confidence. 
Robert  Frost 


For  want  of  self-restraint 

many  men  are  engaged  all  their  lives 

in  fighting  with  difficulties 

of  their  own  making,  and  rendering 

success  impossible  by  their  own 

cross-grained  ungentleness. 

Samuel  Smiles 


F'or  purposes  of  action  nothing 
is  more  useful  than  narrowness  of 
thought  combined  with  energy  of  will. 
Henri  FredFric  Amiel 


I  hear  noise  but  see  no  grinding. 
Arab  Proverb 


All  noise  is  waste.  So  cultivate 
quietness  in  your  speech,  in  your 
thoughts,  in  your  emotions. 
Elbert  Hubbard 


If  you  are  yourself  at  peace,  then 
there  is  at  least  some  peace  in 
the  world.  Then  share  your  peace 
with  everyone,  and  everyone 
will  be  at  peace. 
Thomas  Merton 


Coolness  and  absence  of  heat  and 
haste  indicate  fine  qualities. 
Ralph  Waldo  Emerson 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $10.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
■State  orders. 


A  Text . .  . 


Sent  in  by  L.  G.  Mitten,  Bourbonnais,  111. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


He  that  is  slow  to  wrath  is  of  gret 

understanding. 

Proverbs  14:29 
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Emerson  Electric's 
Chuck  Knight  and  team 

Efficiency  isn't  everything, 
it's  the  only  thing 
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LIBRARY 


"Bankers  understanding 
the  biggest  business  in 


the  world.  Energy" 


BURLIuaAME 
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"Understanding  how  the  economics,  finance,  tax  and  technical 
sides  interrelate.  Understanding  the  needs  of  customers— 
the  constraints  on  them  as  to  what  they  can  and  can't  do." 


"Projects  are  now  so  big  and  all  encompassing  with  respect  to  different 
)untries,  different  industries.  A  North  Sea  project  is  500  million  to  a  billion  dollars  on  the 
bottom  line.  To  really  assist  in  funding  something  like  that,  we  can  and 
do  draw  on  the  capabilities  of  The  Chase  Bank  worldwide." 


"We  have  expertise  in  all  aspects  of  the  energy 
business— production,  refining  and  transportation. 
And  have  had  this  industry  specialization 
since  the  mid-thirties." 


"I  don't  think  we  have  any  peers.  There  is  nothing  I  like  better 
than  to  go  one-on-one  with  our  major  competition." 


The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 
vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100  countries. 
What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 
Call  on  today's  Chase  Bankers  today. 


D  Hammar 

JSident/Division  Executive 
irn  Division 
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UNLEASH 

YOURSELF. 


SAAB  TURBO  IS  THE  POWER  OF  THE  FUTURE. 

The  Saab  Turbo  can  be  the  most  exhilarating  driving 
experience  of  your  life. 

Feel  turbo  power  thrust  you  on  to  a  highway.  Feel 
turbo  power  shoot  you  ahead  when  it's  time  to  pass. 

The  Saab  turbocharged  unit-here  symbolized  by 
the  turbo  fan— is  an  engineering  masterpiece.  It 
takes  the  turbo  power  of  the  Indianapolis  500  and 
Le  Mans  and  harnesses  that  power  to  work  at 
speeds  you  drive  daily. 

The  Saab  Turbo  is  turbo  power  integrated  with 
features  which  have  ranked  Saab  as  one  of  the 


world's  finest  performance  cars.  Performance 
features  such  as  front  wheel  drive,  rack  and  pinion 
steering,  Bilstein  shock  absorbers,  4-wheel  power 
assisted  disc  brakes  and  rear  spoiler. 

Come  into  the  future.  Test  the  Saab  Turbo.  And  be 
ready  to  unleash  yourself.  $9,998.* 

•The  manufacturers  suggested  retail  PO  E  price  for  the  Saab  Turbo  includes  dealer 
preparation.  Taxes,  title,  destination  charges  and  options  are  additional. 

All  Saab  models  are  available  through  our  Tourist  Delivery  Plan.  Ask  your  local  Saab 
dealer  for  more  information. 


IS  THE  COMMAND 
PERFORMANCE  CAR. 


THE 

OVERWEIGHT 

OFFICE. 


Kodak  microfilm  can  trim  paper 
fat  and  reduce  paper-handling  costs  signifi- 
cantly. How?  By  stemming  the  flow  of 
more  and  more  paper  into  your  office 
filing  systems. 

We  realize  that  a  modern  office  can't 
function  without  its  minimum  daily  intake 
of  paper.  But  adding  more  paper  just  means 
adding  more  flab  to  filing  systems.  And  a 
flabby  filing  system  means  more  time  spent 
filing,  retrieving,  and  sometimes  misfilinq 
important  papers. 


That's  why  you  should  look  into  the 
Kodak  Reducing  Plan.  It  can  cut  down  your 
paper  intake  and  reduce  paper-handling 
costs  significantly.  How?  Through  microfilming, 
key  element  in  the  Kodak  Reducing  Plan. 

Of  course,  like  all  reducing  plans, 
ours  requires  a  little  will  power.  Like  taking 
time  out  right  now  to  clip  the  coupon.  Want 
to  get  your  office  back  into 
fighting  trim?  The  first  place 
to  start  cutting  is  right  here 
on  this  page. 


The  Reducing  Plan 

Kodak  Microfilm 

Eastman  Kodak  Company 
Department  DP8527 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan. 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 

Name 
Company 

Title 
Address 
City 
State  &  Zip 
Phone 
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Its  like  reading 
your  boss's  (fx mind. 


The  man  whose  job  you're  after 
reads  Forbes:  capitalist  tool 


An  early 
ad  in  Forbes' 
mind-reader 
campaign. 


Not  Brutal — Tough 


At  dinner  recently  in  the  Ladue, 
Mo.  home  of  Emerson  Electric 
Chairman  Charles  Knight  (p.  41), 
Forbes'  Phyllis  Berman  asked 
Knight  s  wife  whether  she  had  always 
known  that  Knight  would  be  a  great 
success.  Joanne  Knight,  who  had 
married  Chuck  when  he  was  at  Cor- 
nell, replied:  "Yes."  "Why?"  Berman 
asked.  "He's  tough,"  Joanne  Knight 
replied.  Her  words  sent  us  to  our  big 
Webster's  dictionary,  which  defines 
tough:  "Having  the  quality  of  being 
strong  or  firm.  ..." 

Toughness — strong,  firm — is  what 
it  takes  to  make  a  company  run  effi- 
ciently, to  make  capital  productive, 
jobs  steady  and  remunerative  and  to 
produce  quality  products  at  a  low  cost 
for  the  benefit  of  society.  Sloppily  run 
companies  can  produce  neither  prof- 
its nor  steady  jobs  nor  low-priced 
products.  Being  tough  does  not  imply 
being  heartless  or  irresponsible.  It 
doesn't  mean  opposition  to  sensible 
social  progress  to  alleviate  suffering. 
But  it  does  mean  being  supremely 
rational:  If  old  Charley  is  no  longer 
effective  in  his  job,  old  Charley  must 
go.  If  an  old  plant  can  no  longer  pro- 
duce efficiently,  it  too  must  go.  That's 
what  capitalism  is  all  about:  shifting 
people  and  resources  around  to 
achieve  the  greatest  possible  efficien- 
cy for  the  greatest  number  of  people 
even  if  some  individuals  must  suffer. 

Here,  we  expect,  is  one  of  the 
greatest  grounds  for  misunderstand- 
ing between  the  business  community 
and  the  rest  of  society.  Outsiders, 
especially  intellectuals,  look  at  firings 
and  say:  How  heartless!  They  fail  to 


see  the  whole  picture.  This  was 
brought  home  to  us  recently  when  we 
received  a  copy  of  a  speech  made 
before  the  Modern  Language  Associ- 
ation by  Edith  Kern,  professor  of 
English  at  Hofstra  University  in 
Hempstead,  N.Y.  Professor  Kern 
used  a  much-admired  Forbes  adver- 
tising campaign  (picture)  to  launch  a 
criticism  of  business  morality.  She 
asked  rhetorically:  "Is  Forbes  advo- 
cating a  way  of  life  in  which  the  man 
who  has  arrived'  is  fated  to  be  over- 
come and  annihilated  by  one  who  has 
not  yet  succeeded  .  .  .  only  to  be  de- 
feated in  turn,  most  likely,  by  yet 
another  .  .  .?  Is  the  poster  to  glorify 
or  satirize  a  world  of  capitalism  so 
brutal  that  victory  depends  upon  an- 
other's defeat,  and  dog  eats  dog  in 
unending  repetition?" 

The  truth  is,  Professor  Kern,  we 
are  advocating  nothing.  We  are  mere- 
ly describing  the  world.  People  do 
grow  older — to  paraphrase  the  poet, 
hungry  generations  do  tread  them 
down.  Combinations  of  people  and 
resources  do  grow  inefficient  and 
must  be  rearranged  with  inevitable 
inconvenience  and  even  suffering  by 
individuals.  Men  like  Chuck  Knight, 
because  they  do  lust  for  the  boss'  job, 
help  keep  business  on  its  toes,  with 
benefits  to  all. 

Professor  Kern  speaks  of  the  cap- 
italistic world  as  "brutal."  We  think 
"tough"  is  a  better  word.  And  we 
think  the  tough  qualities  of  men  like 
Chuck  Knight  are  a  major  reason  why 
the  American  standard  of  living  is  as 
high  as  it  is  and  why  our  society  is  as 
open  as  it  is.  ■ 
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»  1977— RJ  REYNOLDS  TOBACCO  CO 


"Smoking. 
Here's  what  Pm 


doing  about  it." 


"I  like  the  taste  of  a 
*ood  cigarette  and  I 
ion't  intend  to  settle 
or  less.  But  like  a  lot 
)f  people  I'm  also 
iware  of  what's  being 
aid.  And  like  a  lot  of 
people  I  began  search- 
ing for  a  cigarette  that 
ould  give  me  the  taste 
like  with  less  tar. 

"I  thought  there 
vould  be  a  lot  of  brands 
b  choose  from.  There  were. 
Jntil  I  tasted  them.  Then  I 
new  there  was  no  choice  at 
11. 1  either  had  to  stay  with  my 
ligh-tar  cigarettes.  Or  suck  air. 

"Then  I  found  Vantage.  It's 
:i  very  thing  the  ads  say  it  is.  A 
i  igarette  that  doesn't  give  you  just  a 
i!)t  of  promises.  What  it  really  gives  is 


a  lot  of  taste.  And 
with  much  less  tar 
than  what  I'd 
smoked  before. 

"What  am  I 
doing  about  smok- 
ing? I'm  smoking 
Vantage." 

G.S.  Cooper  r 
Edmonds,  Washington 


^TAGE 


Regular,  Mentho 

and  Vantage  100s 


Vantage.  A  lot  of  taste  without  a  lot  of  tar. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 

MENTHOL  11  mg.  "tar". 0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  11. 
FILTER  100's:11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


Trends 


Edited  by  JOHN  A.  CONWAY 


Europe's  Job  Jitters 

The  newest  intelligence  on  West  Eu- 
ropean unemployment  is  all  gloomy,  and 
the  predictions  call  for  bad  news  into  the 
mid-1980s.  Common  Market  unemploy- 
ment rates  are  running  anywhere  from 
5%  to  7%  in  countries  where  figures  like 
1%  to  3%  used  to  be  considered  worri- 
some. The  Market  started  1978  with  6 
million  out  of  work  and  the  forecast  is  for 
another  300,000  to  join  the  jobless  rolls 
by  the  end  of  this  year.  The  reasons  are 
plain  on  the  demographic  charts:  a 
steady  increase  in  young  people  coming 
into  the  labor  market;  older  workers 
hanging  onto  their  jobs  and  more  women 
working.  Military  planners  are  as  wor- 
ried as  the  economists,  because  they  see 
high  unemployment  putting  ever-grow- 
ing strains  on  the  political  as  well  as  the 
economic  ties  in  Western  Europe. 

Boom  Along  The  Border 

The  pickup  in  the  U.S.  economy  is 
breathing  new  life  into  American  "in- 
bond"  plants  just  over  the  Mexican  bor- 
der. This  idea  got  started  in  1966  when 
Mexico,  to  sop  up  some  of  its  own  unem- 
ployed along  the  border  and  keep  them 
from  flooding  into  the  U.S.  as  illegal 
wetbacks,  invited  labor-intensive  U.S. 
industries  to  set  up  on  its  side  of  the 
boundary.  The  lures  included  suspen- 
sion of  import  duties  on  materials 
brought  into  Mexico  and  other  favorable 
treatment.  A  string  of  U.S.  companies 
was  soon  in  place  south  of  the  Rio 
Grande  and,  as  Mexico  had  hoped,  it  was 
almost  all  labor-intensive  (70%  was  in 
electric  and  electronic  appliances,  10% 
in  clothing  manufacturing).  The  devalu- 
ation of  the  peso  slowed  things  markedly 
in  1977  but  it  has  surged  again  this  year, 
helped  by  the  enthusiastic  backing  of 
President  Jose'  Lo'pez  Portillo.  This  year, 
the  in-bond  plants  are  expected  to  manu- 
facture $1.5-billion  worth  of  products 
and  to  employ  86,000  Mexicans,  10,000 
more  than  last  year. 

Disaster  Insurance 

Phillips  Petroleum  now  has  a  $40-mil- 
lion  countermeasure  ready  to  tackle  an 
offshore  catastrophe  like  the  blowout  of 
its  Bravo  14  well  in  the  North  Sea  last 
April.  Bringing  that  under  control  cost 
Phillips  eight  days  and  millions  in  dollars 
and  barrels  of  oil.  The  new  $40-million 
"Emergency  Maintenance  Vessel,"  built 
and  owned  by  SEDCO,  Inc.  of  Dallas,  is 
actually  a  special  offshore  rig  that,  instead 
of  carrying  drilling  gear,  is  a  floating 


machine  shop  and  fire-fighting  installa- 
tion. Paul  (Red)  Adair,  the  oil-disaster 
specialist,  worked  with  SEDCO  in  de- 
signing it.  The  fire-fighting  gear  includes 
a  120-foot  boom  with  an  extension  arm  to 
give  it  25  feet  to  80  feet  in  additional 
reach,  equipped  with  a  19-nozzle  spray 
capable  of  shooting  40,000  gallons  a  min- 
ute in  fire-fighting  chemicals.  Two  Adair- 
trained  SEDCO  employees  will  keep  this 
gear  in  readiness  for  Adair  whenever  he  is 
called  in.  The  rig's  main  use,  however, 
will  be  as  a  seagoing  machine  shop  that 
SEDCO  says  will  cut  time  for  repairs 
from  several  weeks  to  a  few  days.  Expen- 
sive as  it  is — Phillips  will  pay  $50,000  a 
day  to  use  it — the  EMV  should  be  worth 
it.  It  will  eliminate  need  for  such  items  as 
derrick  barges  (which  cost  $50,000  a  day), 
work  boats  ($5,000  a  day)  and  a  diving 
ship  ($25,000  a  day). 


Bravo  14:  Now,  a  $40-million  solution. 


The  Gold-Plated  Geologists 

Twenty  years  ago,  geologists  in  Texas 
were  driving  taxis;  now  they  re  driving 
Cadillacs.  With  the  U.S.  oil  and  gas  hunt 
in  full  cry,  exploration  companies,  big 
and  small,  are  bidding  frantically  for  ex- 
pert help,  especially  those  skilled  in  han- 
dling the  new  seismic  methods  for  read- 
ing underground  structures.  (Geologists 
now  read  more  computer  printouts  than 
they  do  rocks.)  The  big  companies  have 
lost  scores  in  the  last  two  years  and 
Mobil  is  even  suing  Superior  on  charges 
that  the  latter  stole  32  of  its  exploration 
staff.  Smaller  companies,  which  are  hav- 
ing no  trouble  raising  capital  for  drilling, 
are  offering  15%  to  30%  raises  on  top  of 
the  $24,000  or  so  a  geologist  with  three 
to  five  years'  experience  with  a  big  firm 


can  command.  Some  wildcatters  are 
even  offering  recruits  a  percentage  of 
any  discoveries  they  help  make,  some- 
thing the  big  ones  can  hardly  manage. 
All  that  the  majors  can  do,  in  fact,  is  to 
point  out  how  fast  technology  changes 
and  how  much  geologists  can  lose  by 
cutting  themselves  off  from  big-time  re- 
search. Remember  those  taxicabs,  the 
veterans  warn. 

Hope  Springs  Eternal 

Even  in  a  market  as  gloomy  as  tht 
current  one,  Wall  Street  can  marsha 
reason  for  optimism.  Partner  Rober' 
Driscoll  of  Lord,  Abbett  &  Co.  is  touting 
what  he  calls  "the  risk/reward  ratio  foi 
the  prudent  investor"  to  show  that  now': 
the  time  to  buy.  The  Dow  Jones  indus 
trial  average,  he  notes,  has  sold  at  o; 
under  book  value  only  four  times  in  the 
past  40  years — in  preboom  years  1942 
1949,  1974-75— and  right  now.  So,  Dris 
coll  figures,  stocks  purchased  in  th< 
present  market  should  do  as  well  fo 
investors  as  those  bought  during  pas 
similar  periods. 

Turkish  Dilemma 

Faced  with  a  horrendous  economic  sit 
uation — external  debt  of  $9  billion,  $^ 
billion  of  it  short  term,  and  foreign  ex 
change  reserves  shriveled  to  $500  mil 
lion — Turkey's  President  Bulent  Ecevi 
is  reported  ready  to  go  beyond  the  recer 
23%  devaluation  of  the  lira  and  slas 
imports,  particularly  oil.  (Some  oil  sup 
pliers  have  already  held  back  deliverie 
because  of  slow  payments  from  Turkey 
The  International  Monetary  Fund  he 
been  pushing  Ankara  to  implement  re 
forms,  threatening  to  refuse  to  bail  oi  I 
Turkey  by  refinancing  its  short-term  del  I 
if  some  action  isn't  taken.  Ecevit's  pro!  I 
lem  now  is  to  make  his  moves  in  such  I 
way  that  Turkish  voters  will  see  them  i  I 
the  result  of  his  own  decisions  and  no  I 
responses  to  pressure  from  outside. 

Bucking  The  Housing  Slump  I 

While  housing  starts  slumped  29%  i 1 
January,  due  in  large  measure  to  tl  I 
freezing  weather,  one  indicator  in  th  I 
area  displayed  a  remarkable  jump.  FH  I 
loans  for  mobile  homes  in  January  wei  I 
up  82%  and  set  a  monthly  record 
2.000  units.  That  2,000  figure  marks  tl  I 
beginning  of  expanded  government  su;  I 
ports  for  the  mobile  home  industry.  Ti  I 
program  got  started  in  1971  but  tv  I 
recent  changes  have  added  impetus 
growth.  Last  November  loan  limits  f  I 
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If  you're  looking  for  a  transnational  bank, 
ome  to  the  Pyramid. 


The  Bankers  Trust  Pyramid  is  vir- 
tually everywhere.  We  have  offices  in  50 
key  cities  on  6  continents  and  a  network 
of  1,700  correspondents  in  1 19  countries. 

But  being  transnational— that  is,  able 
to  conduct  business  beyond  national 
boundaries— is  not  as  important  as  how 
well  we  conduct  business.  We  pride  our- 
selves on  being  skilled  professionals, 
with  over  60  years  of  experience  in 
international  banking  to  draw  from. 

It  would  be  fairly  difficult  to  exhaust 
our  international  services.  They  range 
from  complicated  loan  syndications, 
overseas  private  placements  and  trade 
financings,  through  foreign  exchange 
and  cash  and  Eurocurrency  manage- 
ment, to  routine  remittances  via  air 
freight. 

Our  bankers  are  prepared  for  the 
most  intricate  and  demanding  projects. 
(A  case  in  point  might  be  one  involving  a 
transnational  company,  a  developing 
country,  several  government  agencies 
and  multiple  currencies.) 

This  is  why  so  many  companies  come 
to  us  for  so  many  different  types  of 
financing  a  Yugoslavian  nickel  mine, 
for  example,  or  an  American  company 
building  tractors  in  Germany  for  Tur- 
kish farmers,  or  a  North  Sea  oil  explora- 
tion project,  or  an  American  company 
exporting  grain  throughout  the  world. 

Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full  serv- 
ice bank  in  the  fullest  sense  of  the  word, 
with  the  capacity  to  raise,  lend  and  man- 
age money  worldwide.i 

Whatever  your  needs, 
a  visit  to  the  Pyramid 
can  be  a  rewarding] 
experience. 


BANKERS  TRUST 


Bankers 
Trust  Company 

280  Park  Avenue.  New  York.  N.Y.  10017 

International  Banking  Subsidiaries  in  the 
United  States    Chicago.  Houston,  l.os 
Angeles  and  Miami  Overseas  Branches: 
LONDON,  BIRMINGHAM.  MILAN. 
PARIS,  TOKYO.  SINGAPORE,  NAS- 
SAU. PANAMA  CITY  and  BAHRAIN 
An  International  Banking  Network  of 
branches,  subsidiaries,  affiliates  and  rep- 
resentative offices  in  over  30  countries  on 
f>  continents. 

Memher  f  ederal  Deposit  Insurance  Corporation 
©  Bankers  Trusl  Company 


SR.  Leatherman,  Jr. 
President 

Memphis  Furniture 
Manufacturing  Company 
Memphis.  Tennessee 


"For  over  20  years  we  have  used  Music  by  Muzak  to 
aid  our  more  than  1000  employees  to  feel  better  and 
work  more  productively.  Muzak's  ability  to  ease 

employee  job  tension,  and  improve  overall 
effectiveness,  makes  it  a  necessary  service  in 
our  opinion." 


Music  by  Muzak-  For  Companies 
Who  Care  About  Their  People 

Most  working  people  want  to  do  a  good  job.  They  take  pride 
in  their  work.  Yet  even  the  most  conscientious  are  often  sub- 
jected to  stress,  boredom,  or  fatigue.  This  is  why  progressive 
companies  present  their  personnel  with  Music  by  Muzak.  Sci- 
entifically designed  functional  music,  it  really  helps  enhance 
the  quality  of  work  life. 

Music  by  Muzak  makes  good  business  sense,  too.  When  a  com- 
pany cares  about  its  people,  its  people  care  about  the  company. 
Learn  how  Muzak  can  help  your  people,  your  company.  Just 
drop  us  a  line  on  your  stationery.  We'll  see  that  you  get  com- 
plete information  along  with  a  complimentary  Muzak  Stereo 
Demonstration  Album. 

IVIUZAK®  100  PARK  AVENUE,  NEW  YORK,  N.Y.10017  (212)889-1330 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 
your  new  address  on  this  form  and  return  it 
with  a  recent  mailing  label  from  the 
magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  prefer. 
□  1  year  $21.00  □  3  years  $42.00  (the 
equivalent  of  one  year  free). 
Pan-American  and  Caribbean  orders,  add  $5 
a  year;  other  foreign,  add  $12  a  year. 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


government  guarantees  went  up  from 
$12,500  per  unit  to  $20,000.  At  the 
same  time,  fees  for  servicing  govern- 
ment-backed mobile  home  loans  were 
raised  substantially.  The  changes  give 
big  lenders  more  flexibility  in  their 
mobile  home  portfolios  and  should 
make  credit  easier  for  potential  borrow- 
ers and  buyers. 

A  Satellite  Strikes  Back 

East  Germany's  Communists,  long  the 
most  dutiful  in  toeing  Moscow's  line, 
have  taken  a  long  goosestep  away  from 
it.  In  a  speech  to  his  own  Party  officials, 
Erich  Honecker,  Communist  boss  and 
the  head  of  state,  took  out  after  the 
Russian  economic  diktats  laid  down  for 
Comecon,  the  East  European  satellites' 
economic  alliance,  that  tell  each  country 
what  it  can  and  cannot  manufacture. 
Honecker  blasted  the  rules  as  "one-sided 
and  shortsighted,"  adding  that  "nobody 
has  the  right  to  halt  the  production  of 
[East  German]  products."  The  Russian 
master  plans  obviously  haven't  been 
helping.  In  1960  East  Germany  pro- 
duced 36%  of  Comecon's  machinery 
trade;  now  it  has  only  about  20%.  With 
his  subjects  becoming  more  and  more 
restive  over  shortages  of  consumer 
goods,  particularly  when  they  can  look 
enviously  over  the  Berlin  Wall  at  West 
Germany's  mink-and-Mercedes  pros- 
perity, Honecker  had  a  word  about  that, 
too.  The  Kremlin's  Comecon  policies,  he 
said,  not  only  have  cost  East  Germany 
"lucrative  export  goods"  but  also  have 
"caused  interruptions  in  supplies  to  the 
population." 

Oil  Squeeze  In  Europe 

With  Europe's  oil  refiners  squeezed 
by  a  glut  of  product  and  savage  price 
competition,  the  Common  Market's  en- 
ergy ministers  are  being  asked  to  man- 
date a  60-million-ton  cut  in  capacity  in 
the  next  three  years.  (During  1977  the 
refiners  themselves  shut  down  82  million 
tons  of  their  capacity.)  To  indicate  their 
plight:  Last  fall,  when  U.S.  refiners  were 
racing  at  90%  of  capacity,  French  plants 
were  at  68%,  West  Germany's  at  66%, 
Britain's  at  59%  and  Italy's  at  47%.  An- 
other proposed  relief  measure — a  ban  on 
national  aid  for  refinery  projects — is 
bound  to  bring  stout  opposition  from  the 
British.  London  wants  to  refine  66%  of 
its  flood  of  North  Sea  oil  at  home,  and  it 
is  7%  to  8%  short  of  that  goal.  Britain  and 
Ireland  are  the  only  Market  members 
planning  to  expand  their  refineries,  in 
the  U.K.,  from  136  million  tons  to  150 
million  by  the  early  Eighties.  ■ 
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I  help  keep  your  workers 
safe,  and  that  could  help 
you  save  on 
Workers'Compensationr 


"I'm  a  Liberty  Mutual 
loss  prevention  specialist.  And  my 

specialty  is  helping  companies 
control  their  Workers'  Compensation 
Insurance  costs  by  helping  them 
control  their  losses. 

"I  go  into  our  policyholders' 
factories,  out  to  their  construction 
sites,  into  their  offices. 

"The  things  I  recommend  and 
the  changes  our  policyholders  make 

can  lower  the  risk  of  a  loss.  And 
lower  losses  lead  to  lower  premiums. 

"All  of  which  is  good  for  your 
workers  and  good  for  you. 

"For  more  information,  write  for 
our  free  booklet,  The  Essential 
Elements  of  Workers'  Compensation.' 

Write  Liberty  Mutual,  Box  777-W, 
Boston,  Massachusetts  02116." 

(The  company  reserves  the  right  to  determine 
the  scope  of  its  loss  prevention  service 
for  each  policyholder.) 


LIBERTY 
MUTUAL 

Where  you  deal  direct. 


Liberty  Mutual  Insurance  Company/Liberty  Mutual  Fire  Insurance  Company/Liberty  Life  Assurance  Company  of  Boston/Home  Office  Boston  c  1978 

An  equal  opportunity  employer 


First  of  all,  there  are  no 
state  or  municipal  income 
taxes  in  Connecticut.  More 
dollars  to  stay  in  your  pocket. 

We're  continuing  to  reduce 
sales  and  inventory  taxes, 
and  some  towns  offer 
property  tax  abatements  to 
new  firms. 

State-funded  training 
programs  can  deliver  skilled 
workers  to  your  company  at 
start-up  time.  And  we  provide 
direct  grants  to  those  who 
create  new  jobs  in  certain 
communities. 

The  list  goes  on  from 
there. 

To  find  out  more  about 
Connecticut's  locational 
advantages,  contact,  in 
confidence,  Commissioner 
Ed  Stockton,  Connecticut 
Department  of  Commerce, 
Suite  61  2,  210  Washington 
St.,  Hartford,  CT  06106. 
Or  call  203/566-5037. 

CONNECTICUT 

saves 


Follow-through 


The  Heat  Pump  Gets  Hot 

A  year  ago  William  L.  Sammons,  head 
of  Carrier  Corp.'s  consumer  products  di- 
vision, told  Forbes  (Mar.  15,  1977)  how 
his  company  planned  to  lessen  its  depen- 
dence on  the  fiercely  competitive  air- 
conditioning  husiness  (where  it  is  num- 
ber one)  and  turn  the  energy  crisis  to 


Carrier's  Sammons:  The  heat  is  on. 

profit.  Carrier  was  putting  its  money  on 
the  heat  pump,  a  gadget  that  pulls  heat 
from  the  air  into  a  building,  or  pumps 
heat  out  of  a  structure  to  cool  it.  The 
pumps  weren  t  new  but  had  never  quite 
matched  the  rosy  promises  of  their  early 
promoters.  The  Arab  oil  embargo  had 
propelled  Carrier  into  an  all-out  effort  to 
sell  the  pumps,  primarily  because  the 
Syracuse,  N.Y.  manufacturer  was  con- 
vinced that  the  electrically  driven  de- 
vices were  almost  300%  more  efficient  in 
using  power  for  heating. 

Sammons'  prophecies  have  been  ful- 
filled— and  then  some.  Last  March  he 
and  his  competitors  were  anticipating 
sales  of  about  360,000  units  for  1977. 
Heat-pump  sales  last  year  topped 
450,000,  and  were  close  to  500,000  if 
exports  are  included. 

The  future  looks  just  as  promising.  A 
year  ago  heat-pump  sales  for  1980  were 
projected  at  575,000,  worth  about  $1.7 
billion,  more  than  double  the  figure  for 
1976.  The  1980  sales  projection  for  the 
industry  now  stands  at  750,000  (about 
40,000  for  commercial  heating,  the  rest 
for  homes).  By  Sammons'  reckoning  that 
would  add  up  to  about  $2.3  billion,  or 


more  than  three  times  the  1976  total. 
And  that  is  the  low  end  of  the  projection, 
according  to  General  Electric,  which 
ranks  first  in  heat  pumps,  followed  by 
Carrier,  Lennox,  Westinghouse  and 
Rheem.  Don  Lynch,  the  senior  vice 
president  who  heads  up  the  GE  air- 
conditioning  and  business  division  in 
Louisville,  Ky.,  thinks  the  750,000  fig- 
ure is  conservative.  Heat-pump  sales,  he 
says,  could  well  reach  1  million  in  1980. 

Why  is  the  heat  pump  catching  on 
after  all  these  years?  Speaking  in  his 
corporate  role,  Sammons  credits  his  "in- 
creasingly knowledgeable"  dealers  and 
"increasingly  sophisticated"  consumers. 

Putting  it  in  more  down-to-earth 
terms,  the  Carrier  executive  says:  "It's 
the  daily  headlines  in  newspapers  and 
magazines  which  say  that  energy  is  a 
problem.  This  is  bound  to  sink  in." 

What  Counterattack? 

Detroit  was  counterattacking  the 
waves  of  invading  Japanese  automobiles, 
Forbes  reported  last  summer  (July  75, 
7977),  by  concentrating  on  the  small 
fuel-saving  models  that  customers 
seemed  to  want — and  which  Washing- 
ton's energy  planners  had  decreed.  U.S. 
automakers,  Forbes  concluded,  would 
"within  a  period  of  two  years  check  the 
foreign  invasion  but  never  completely 
turn  it  back." 

That  two-year  deadline  has  a  way  to 
go,  but  so  far  Detroit's  battle  plan 
doesn't  seem  to  be  working.  Auto  sales 
figures  for  January  demonstrated  that 
(and  February's  are  expected  to  confirm 
it).  While  mighty  General  Motors'  sales 
slipped  12%  in  January,  Japanese  im- 
ports climbed  26%,  the  eleventh  month- 
ly increase  in  a  row.  Only  Ford  Motor 
Co.  showed  an  increase  over  January 
1977,  a  1%  improvement.  With  Toyota, 
Honda  and  Datsun  leading  the  charge, 
January  imports  added  up  to  141,000 
cars,  or  almost  21%  of  the  U.S.  market, 
exactly  where  they  stood  last  summer. 

Those  numbers  immediately  sparked 
news  stories  repeating  Henry  Ford  li  s 
offhand  remark  last  year  that  Detroit 
would  drive  the  foreigners  into  the  sea 
(without  noting,  however,  that  Ford  had 
prudently  set  no  timetable). 

Is  Detroit  in  serious  trouble? 

Not  to  the  really  big  wheels  in  the 
Motor  City.  Last  month  GM  Chairman 
Thomas  A.  Murphy  stuck  resolutely  to 
his  1977  forecast  of  11.75  million  car 
sales  for  the  current  year,  though  he  did 
concede  that  his  figure  was  about  an 
octave  higher  than  virtually  everyone 
else's.  (Ford,  for  example,  is  saying  11.1 
million.)  Murphy  put  most  of  the  blame 
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We  pay  him, 
"but"  he  works  for 


We  learned  a  long  time  ago  that  if  you  are  going 
to  be  a  franchisor,  you've  got  to  provide  service,  and 
that  if  you're  going  to  survive  in  the  ever-competitive 
market-place,  you  must  strive  for 
a  commitment  to  excellence, 
not  only  in  product,  but  with 
people  as  wel  I .  We  bel  ieve  i n  and 
subscribe  to  the  International 
Franchise  Association  Code  of 
Ethics  because,  you  see,  we 
know  that  no  amount  of  glamour 
or  fanfare  can  disguise  inferior 
products,  people  or  companies. 
It  may  only  hasten  their  demise. 

Meet  our  Vice  President 
of  Finance,  H.  Michael  Mears. 
Mike  is  a  graduate  of  West  Point. 
He  spent  some  time  in  Viet  Nam, 
not  learning  to  cook  chicken, 
mind  you,  but  building  char- 
acter. Upon  his  return,  he 
went  to  Harvard  where  he 
received  his  M.B.A.  His 
speciality  was  the  financing 
of  small  to  medium-size 
companies.  He  is  practical, 
forthright,  and  above  all, 
he's  honest.  Mike  would 
like  to  tell  you  more  about 
Golden  Skillet,  its  product, 
its  people,  the  investment 
opportunities,  because 
Mike  believes  as  we  do- 
that  Golden  Skillet  fried 
chicken  is  truly  an  idea 
whose  time  has  come.  Call 
him  at  804-747-0650. 


Building  business  through  people  since  1963. 


Copyright  Golden  Skillet  Corporation  1978. 

2819  Parham  Road,  Richmond,  Virginia  23229  804-747-0650 


"The  difference  between 
3V2  hours  on  Concorde  and 
7  Hours  on  ordinary  jets 
is  like  day  and  night/' 


Willard  F.  Rockwell,  Jr.,  Chairman  of  the  Board,  Rockwell  International 

"On  Concorde  I  travel  back 
and  forth  without  losing  a 
day  s  work  or  losing  sleep. 
The  usual  travel  fatigue  is 
virtually  eliminated,  and  the 
time  saved  is  well  worth  the 
difference  in  cost." 

Make  sure  your 
company  is  enjoying  the 
Concorde  advantage. 
Contact  your  Travel  Agent, 
Corporate  Travel  Department 
or  Air  France. 
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I'd  M 


AFTER  SIX  ACCESSORIES 

(One  of  the  great  After  Six  Brands.) 

After  Six  Accessories  is  the  most  respected  name  in 
formal  furnishings  just  as  After  Six  is  in  formal 
clothing.  And  for  good  reasons.  Shirts,  ties,  vests,  all 
add  immeasurably  to  the  festive  look,  comfort  and 
flattery  of  a  formal  outfit.  And  After  Six  has  pioneered 
in  developing  new  styles  along  with  easy-feeling, 
easy-care  fabrics.  This  no-worry  formal  shirt  of  100% 
polyester  is  the  latest  example.  Note  its  pleated 
center  placket  framed  by  rows  of  fine  pintucking, 
its  classic  studded  front,  its  French  cuffs.  Another 
perfect  After  Six  marriage:  function  and  fashion. 

AFTER  SIX  ACCESSORIES/A  DIVISION  OF  AFTER  SIX  INC 


See  it  at  Barney's,  New  York,  N.Y;  Ysbodward  &  Lothrop,  Washington,  D.C.; 
Union  Fashions,  El  Paso, Texas;  Grodin's,  San  Lorenzo, Calif.;  Tux  Shop,  Spokane,  Washi 
and  other  fine  stores  everywhere.  For  the  name  of  one  near  you,  write  to  22nd  &  Market 
Streets,  Philadelphia,  Pa.  19103. 


Follow-through 


for  GM's  sales  drop  on  the  savage  winter 
weather,  which  he  estimated  had  cost 
GM  about  175,000  vehicles. 

Ford,  the  lone  major  U.S.  automaker 
to  show  a  January  increase,  saw  a  scenar- 
io that  encouraged  optimism,  arguing 
that  the  small  U.S.  cars — the  head-on 
competition  for  the  Hondas,  Datsuns 
and  Toyotas — were  turning  in  the  best 
sales  performances.  Ford's  hottest  sell- 
ers are  its  two  new  compacts,  the  Fair- 
mont and  the  Zephyr.  Those  two  cars, 
said  Ford  President  Lee  Iacocca,  were 


"doing  what  newly  styled  and  engi- 
neered products  are  supposed  to  do,  in- 
crease their  volume  and  market  share." 
To  bolster  that  case,  GVI  could  cite  its 
subcompact,  the  Chevette,  which  even 
Ford  admits  is  one  of  the  hottest  cars  in 
the  U.S.  Since  its  introduction,  the  Che- 
vette has  stayed  in  high  *  gear,  selling 
145,000  in  the  1976  model  year,  155,000 
in  1977  and,  with  almost  107,000  sold 
since  last  September,  is  expected  to  pass 
the  200,000  mark  in  this  model  year. 

The  Japanese,  despite  their  big  advan- 
tage in  having  only  small  cars  to  sell, 
have  been  forced  to  raise  prices  as  the 
yen  has  soared  in  value.  But  so  far  the 
increases  in  Japanese  car  prices  are 
much  smaller  than  the  gap  between  the 
yen  and  the  dollar — which  suggests  the 
Japanese  are  absorbing  some  of  the  dif- 
ference out  of  profits. 

The  U.S.  battle  plan  remains  the 
same.  "I  think,"  GM's  Murphy  says,  "it 
is  about  time  we  Americans  took  national 
pride  in  something  else  besides  our  na- 
tional prowess  at  mass  production  and 
our  ability  tq  get  things  done.  We  in  this 
country  are  far  too  ready  and  willing  to 
defer  to  foreign  tradition  and  to  attribute 
to  imports  an  aura  of  superiority7,  wheth- 
er it  be  in  wine-making  or  the  quality  of 
our  automobiles.  ■ 
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This  is  all  your 
company  needs  to  drive 
aroundjthe  world. 


Whether  it's  in  Abilene,  Texas, 
or  Zurich,  Switzerland,  your 
people  can  be  assured  that  an  Avis 
car  will  be  waiting  for  them. 

It's  no  wonder.  Avis  has  more 
than  3,100  locations  in  over  100 
countries  and  with  more  than 
100,000  cars  to  serve  your  com- 
pany's needs. 

And  there's  more  to  Avis's  de- 
pendability, much  more.  Like 
giving  you  tighter  control  of 
your  company's  costs. 

For  instance,  you'll  never  pay 
more  than  the  rate  you've  agreed  to 
pay  with  Avis's  guaranteed  car  class 
rate.  We  compute  your  company's 
volume  discount  into  the  rental  rate 
with  every  transaction.  So,  you  don't 
have  to  wait  until  the  end  of  the 
year  for  your  savings.  And  with  Avis's 
central  billing,  you'll  have  greater 
control  over  travel  expenses,  and 
lower  clerical  costs.  That's  because 
Avis  summarizes  and  bills  all  indi- 
vidual charges  on  one  monthly 
statement  direct  to  your  company. 

That's  what  Avis's  dependability  will 
do  for  you.  Add  to  this  the  fact  that 
every  time  your  people  travel  with  Avis, 
they'll  be  getting  extra-fast  service  at 
the  counter  and  a  car  that's  in  first- 


AVIS 


class  condition. 

So  whatever  country  your 
business  may  take  your  people 
to  and  whatever  the  language 
may  be,  you  can  be  sure  that, 
thanks  to  Avis,  there's  one  uni- 
versal phrase  that'll  be  easy  to 
understand.  "We  try  harder." 

For  more  details  about  our 
commercial  programs,  you 
can  either  call  toll  free 
800-331-4242  (in  Okla- 
homa 9 1 8-665-1616)  ,  see 
your  corporate  travel  con- 
sultant, or  write  to  our  di- 
rector of  commercial  sales 
at  Avis  Rent  A  Car  System,  900 
Old  Country  Road,  Garden  City, 
New  York  11530. 

Avis  rents  all  makes... features 
cars  engineered  by  Chrysler. 


We  try  harder. 


)  Avis  Rent  A  Car  System,  Inc. 


&  The 
Essex  House 
is  all  you  need 

to  know 
about  hotels  in 
Newark. 

New  York's  finest  address 
overlooking  Central  Park. 
Enjoy  quiet  style  and  superb 
service  while  staying  with  us 
in  a  spacious  room  or  a 
beautiful  suite. 


Marriott's® 
ESSEX  HOUSE 

160  Central  Park  South,  N.Y.C. 
Call  (212)-247-0300  or  800-228-9290 
toll-free  for  reservations. 
Telex  12-5205 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month. 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Readers  Say 


Wringing  Bell 

Sir:  Your  conclusions  regarding  Attor- 
ney General  Griffin  Bell  are  questionable 
(Fact  and  Comment,  Feb.  20).  With  U.S. 
Attorney  Marston  hot  on  the  tail  of  every 
crook  this  side  of  the  Susquehanna, 
Brother  Bell  succumbed  to  a  little  politi- 
cal pressure;  out  goes  Marston.  How 
much  of  an  asset  the  Attorney  General  is 
or  will  be  can  only  go  hand  in  hand  with 
his  ability  to  separate  right  from  wrong. 

— William  C.  Allen 
Philadelphia,  Pa. 

Sir:  I  am  aghast  at  the  gooey  tribute  to 
Griffin  Bell.  It  is  high  time  for  Malcolm 
Forbes  to  try  another  Atlantic  Ocean 
balloon  crossing. 

— John  V.  Gordon 
Redgranite,  Wis. 

SlR:  Why  don't  you  go  fly  your  bal- 
loon. Please  refund  the  unused  portion 
of  my  subscription. 

— S.  Willet  Osborne 
Delray  Beach,  Fla. 

SlR:  I  did  enjoy  the  editorial.  Please 
come  for  lunch. 

—Griffin  B.  Bell 
Attorney  General, 
Washington,  D  C. 

I'd  love  to — especially  if  lunch  is 
worth  a  bit  more  than  the  $13.13  we're 
refunding  Mr.  Osborne — MSF. 

He  Preserves  Capital 

SlR:  "Will  John  Schroeder  Blow  It  A 
Second  Time?"  (Feb.  6).  Poor  John;  he 
only  made  265  points  on  the  Dow  for  his 
Axe-Houghton  funds  from  February 
1975  to  September  1976,  and  even  today 
(1/30/78)  those  funds  are  still  ahead  of  his 
reentry  point.  I'll  bet  there  are  thou- 
sands upon  thousands  of  mutual  fund 
shareholders  who  wished  their  managers 
had  "blown  it"  the  way  John  did.  You 
should  have  emphasized  Mr.  Schroe- 
der's  philosophy  of  protecting  his  inves- 
tors' capital  rather  than  to  fault  him  for 
being  a  little  slow  to  jump  back  into  the 
market  in  1975. 

— Ernest  C.  Clark  Jr. 
Wellesley  Hills,  Mass. 

Unreliable  Source 

SlR:  Militant  churchmen  ("U.S.  Busi- 
ness It  South  Africa:  What  To  Do?"  Feb. 
6)  are  a  highly  unreliable  source  of  infor- 
mation about  South  Africa.  It  is  simply 
not  true,  for  instance,  that  "every  liberal 
organization  in  the  country  has  been 
banned.  The  antiapartheid  Progressive 
Federal  Party  not  onlv  continues  to  func- 


tion legally  but  now  forms  the  official 
Opposition  in  South  Africa's  parliament. 

It  is  also  demonstrably  untrue  that 
there  is  a  "rebellion"  in  progress  in 
which  South  Africans  are  being  "shot  in 
the  streets  every  day."  A  rebellion  is 
quite  a  different  thing  from  occasional 
riots.  Most  blacks  do  still  seem  to  prefer 
employment  to  unemployment. 

Merely  because  they  see  themselves 
as  engaged  in  a  holy  crusade,  churchmen 
should  not  assume  that  God  has  given 
them  an  authorization  to  misrepresent 
the  situation. 

— Kenneth  H.W.  Hilborn 
Associate  Professor  of  History, 
Univ.  of  Western  Ontario 
London,  Canada 

On  Banning  Banners 

SlR:  Re  "How  About  Banning  The 
Blankety-Blank  BANners"  (Fact  and 
Comment,  Mar.  6).  A  modern  preoccu- 
pation with  individual  rights  has  led, 
unfortunately,  to  a  situation  where  well- 
intentioned  but  ill-conceived  demands 
have  progressively  compromised  our 
most  important  freedoms. 

— Charles  Burton,  M.D. 
Director,  Dept.  of  Neuroaugmentive 

Surgery 
Sister  Kenny  Institute 
Minneapolis,  Minn. 

SlR:  When  you  compare  the  ban  on 
smoking  with  the  ban  on  sugar,  junk 
food,  etc. ,  you  are  comparing  apples  and 
oranges.  Smoking  affects  the  nonsmoker. 
Eating  junk  food,  sugar-coated  cereals, 
etc. ,  affects  only  the  eater. 

— Dorothy  Welke 
St.  Paul,  Minn. 

SlR:  If  the  fight  against  smoking  is 
successful,  there  are  going  to  be  a  lot  of 
nonsmokers  crying,  because  they  will 
have  to  come  up  with  much  more  tax 
money  that  will  be  lost  when  cigarette 
sales  fall  off. 

— William  R.  Sullivan 
Vale,  Ore. 


Some  Reform 

SlR:  Re  your  cover  story  (Feb.  6)  on 
Carter  versus  the  bureaucrats.  You  must 
be  kidding.  If  any  top  executive  in  busi- 
ness set  out  to  reorganize  a  floundering 
operation  and  then  announced  that  not 
one  employee  would  be  fired  I  can  as- 
sure you  that  he  probably  would  be.  Any 
attempt  at  a  quick  fix  or  a  long-term  one 
will  be  most  painful  for  the  Administra- 
tion, Congress  and  the  bureaucracy.  Soi 
to  expect  this  triumvirate  to  produce 
anything  but  some  cosmetic  rhetoric  is 
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Nobody  can  help  you  use  your  files 
without  losing  them  the  way  3M  can. 


The  3M  secret?  Your  files  never 
leave  your  filing  department. 
Instead  the  data  is  placed 
on  microfilm  with  a  3M 
Tichemaker"  Microfilm 
Camera .  It  can  film ,  title , 
and  dry  process  a  complete 
fiche  (up  to  98  documents)  in 
12  minutes. 

Then ,  duplicate  microfilm  copies 
of  the  entire  file  can  be  made  and 


distributed  at  any  time.  The  user 

reads  the  records  on  a  3M 
%  tat*  Reader  Printer  and  can 

make  a  full  size  hard 
corn'  in  seconds.  When 
the  user  is  finished,  the 
til&§)i         duplicate  microfilm  is 
thrown  away.  The 
original  film  remains  in 
file,  ready  for  updating  and 
later  use.  Call  vour  local  3M 


Business  Products  Center  or 
write  Microfilm  Products 
Division,  3M  Companv, 
St.  Paul,  MN  55101. 

THE 

MANAGEMENT 
OF  INFORMATION 


Talk  with  the  microfilm  systems  people. 


Bui 

H  COmPANY 


"Once  you've  flown 
Concorde/it's  hard  to  go 
back  to  ordinary  jets." 


Earnest  A.  Mitchell,  President  Crown  Zellerbach  International 

"I've  been  flying  Concorde  for 
more  than  two  years.  The 
time  saved  is  fantastic  and,  for 
me,  the  short  flight  greatly 
reduces  jet  lag." 

As  a  busy  executive, 
you  deserve  the  advantages 
of  Concorde.  Contact  your 
Travel  Agent,  Corporate 
Travel  Department  or 
Air  France. 
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Follow  the  Bon  the  NYSE 


6th  consecutive  year 
of  record  sales 
and  earnings. 


BARNES  GROUP  INC 

Net  sales 

Net  income 

Net  income  per  share 

Dividends 


1977  1976 

$287,765,000  $241,283,000 

12,996,000  11,423,000 

$2.88  $2.54 

$  .85  .75 

Worldwide  shipments  of  critical  parts  by  our  two  main  busi- 
nesses continued  upward  in  1977.  Associated  Spring  sales 
climbed  to  $182  million,  and  Bowman  Distribution  sales 
passed  the  $100-million  mark.  This  balance  of  production 
and  distribution  plus  worldwide  operations  has  produced 
steady  growth  and  makes  Barnes  Group  Inc.  a  name  to 
remember. 

(Our  NYSE  symbol:  B) 


Ask  for  our  Annual  Report. 

Write  E.V.  Ladd,  Jr. 
Senior  Vice  President 
Finance  and  Law 
Barnes  Group  Inc. 
Bristol,  CT  06010 
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The  critical  parts  people 


Readers  Say 


too  much  for  us  suffering  taxpayers. 

— Jim  Crowley 
Jackson,  Mich. 

Another  Star 

SiR:  You  are  absolutely  right  to  con- 
tribute much  of  Macy's  new  success 
("This  Is  Show  Biz,"  Feb.  20)  to  the 
"strong,  creative  managers"  who  are 
running  our  retail  stores.  But  in  listing 
those  managers  you  missed  one  who 
clearly  deserves  star  billing:  Philip 
Schlein,  president  of  Macy's  California. 
Mr.  Schlein's  record  in  what  the  article 
calls  a  "powerhouse"  division  has  been 
truly  outstanding. 

— Donald  B.  Smiley 
Chairman, 
R.H.  Macy  6-  Co.,  Inc. 
New  York,  NY. 

No  Federal  Financing 

Sir:  Re  M.S.  Forbes  Jr.'s  "New  York 
City,  Help  Yourself!"  (Feb.  6).  At  the 
moment  it  seems  clear  that  New  York 
City  can  get  along  without  federal  financ- 
ing after  June  30,  1978  and  should  be 
required  to  do  so. 

— William  Proxmire 
U.S.  Senate 
Washington,  D.C. 

Tax  Free,  But .  .  . 

SiR:  You're  mistaken  in  thinking  that 
the  acquisition  of  Consolidation  Coal's 
coal  mining  properties  by  Continental 
Oil  was  a  tax-free  transaction  (Oct.  15). 
Please  correct  in  a  future  issue,  or  I've 
paid  my  taxes  in  vain. 

— Leo  Adler 
Flushing,  N.Y. 

The  sale  of  the  coal  properties  was  tax 
free  to  Consolidation,  but  not  when  Con- 
solidation's assets  were  distributed  to  its 
stockholders — Ed. 

Timing 

Sir:  Re  "Perspective  On  This  Miracu- 
lous Age  Of  The  Computer"  (Fact  and 
Comment,  Feb.  20).  MSF  alleges  that  a 
watch  which  loses  seven  seconds  per  day 
shows  the  correct  time  only  once  every 
2,000  years.  Actually,  in  16.9  years  the 
watch  would  be  correct. 

— W.R.  Anderson 
Chicago,  III. 

Sir:  Re  MSF's  "Those  Who  Speak  Of 
Killing  Time — are  deadly;  Anyone  Who 
Has  To  Kill  Time — is  indeed  bereft" 
(Fact  and  Comment,  Feb.  20).  Also:  If 
you  want  to  kill  a  little  time,  how  about 
working  it  to  death? 

— John  C.  Stewart 
Sonoma,  Calif. 
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If  You're  Serious  About  Getting 
A  Lot  For  Your  Money. 


$4481  is  LeMans'  manufac- 
turer's suggested  retail  price 
including  dealer  preparation. 
Taxes,  title,  license,  destination 
charges  additional.  Priced 
higher  in  California.  And  here's 
just  a  sample  of  all  you  get:  More 
head,  leg  and  luggage  room 


than  last  year  •  New  door  and 
body  seals  to  help  seai  out  noise 

•  Rich  full-width  cloth  seats 

•  Thick  one-piece,  cut-pile 
carpeting  •  Fully  upholstered 
door  panels  •  Deluxe  cushion 
steering  wheel  •  Concealed 
windshield  wipers  •  New 


color-accented,  soft-bumper 
design  •  New  Crosshatch 
grille  •  Radial  Tuned  Suspension 
and  much,  much  more 
Price  LeMans.  Price  al 
our  Pontiacs  at  your 
Pontiac  dealer. 


GM 

1978  Y  Pontiac's  best  year  yet 


PONTIAC  LEMANS  $4481. 


Italy 

The  Geobankers 


. .  .Our  unique  philosophy  of  international  banking  enables  Manufacturers  Hanover  to 
fine  tune  services  to  specific  needs— bringing  our  global  capabilities  to  remote  places 
around  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 


Spring  78:  Tailored  American  Style 

The  Bentley,  refined  American  styling  in  a  blend  of  Dacron®  polyester/wool, 
keeps  you  comfortably  in  the  fashion  foreground  this  spring.  From  Botany '500.' 
About  $175,  in  a  variety  of  colors  and  patterns,  at  fine  stores  everywhere. 

1290  Avenue  of  the  Americas/Suite  1264,  New  York,  NY  10019/(212)  581-6700 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


MSF'S  COMMENTS  AT  HOUSE  BUDGET  COMMITTEE  HEARING 


Chairman  Robert  Giaimo  (D-Conn.):  Mr.  Forbes,  we 
would  like  to  have  your  assessment  of  the  economic  policies 
being  proposed  by  the  President  and  tin1  impact  tliosc  policies 
would  have  on  business  con  fidence.  In  fact,  we  would  like  you 
to  tell  us  what  affects  business  confidence  and  what  it  is.  We 
have  heard  testimony  earlier  this  week  that  businesses  are  not 
planning  to  undertake  major  new  investment  projects.  Can  you 
tell  us  why  investment  plans  arc  so  low?  Will  the  policies  now 
under  consideration  improve  the  outlook  for  investment? 

Malcolm  Forbes:  I  feel  that  the  budget  and  its  deficit  is 
probably  far  less  of  a  factor  in  the  inflation  problem  and  in  (he 
lack  of  confidence  that  we  face  today  than  most  of  the  business 
community  realizes.  The  single  factor,  businessmen  say,  is  a 
lack  of  confidence  in  Mr.  Carter.  I  have  never  seen  as  little 
confidence  among  so  main  men  with  corporate  responsibilities 
as  there  is  today.  But  they  do  not  yet  quite  understand  their 
own  problems.  It  is  not  something  that  can  be  effected  by  a 
speech  by  Mr.  Carter  or  an  action  by  the  Budget  Committee. 
It  is  simply  that  our  desire  as  a  society  to  do  good  things  lias 
vastly  outrun  our  capacity  to  pay  for  them.  It  is  not  the  direct 
items  that  you  put  in  the  budget  or  take  out  that  become  the 
problem  so  much  as  the  type  of  legislation  that  seems  to  enjoy 
unanimity  because  it  is  for  a  good  purpose. 

All  of  you  know  what  pollution  control  has  cost.  It  is  not  in  a 
budget.  You  don't  budget  except  for  the  agency  that  you  set  up 
to  administer  the  program.  You  set  a  certain  standard,  but 
hardly  a  penny's  worth  of  the  cost  shows  up  in  the  federal  deficit. 
But  it  shows  up  very  significantly  in  the  cost  of  compliance.  It  is 
the  degree  to  which  you  mandate  pollution  objectives  without 
weighing  what  the  last  percent  costs.  This,  the  agency  says,  we 
are  doing  by  the  mandate  of  Congress. 

Everyone  who  talks  to  a  small  businessman  knows  what 
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happens  when  an  OSIIA  [Occupational  Safety  &  Health  Ad- 
ministration 1  inspector  gets  directives  down  to  the  last  detail 
OSIIA  presented  a  whole  new  set  of  costs  to  everybody  in  any 
manufacturing,  retail  or  service  business. 

Chairman  Giaimo:  Mr.  Forbes,  we  are  going  to  have  to 
interrupt  you  at  this  time,  There  is  a  vote  that  has  been  on  for 

about  seven  minutes  which  means  we  have  about  eight  minutes 
to  make  it,  so  if  you  will  excuse  US,  we  u  ill  recess  and  inn  oi  ci 
there  and  come  r/g/i/  back.  [The  vote  was  on  the  establishment 
of  the  Office  ol  Consumer  Representation,  which  was  defeated 
227  to  189.  After  20  minutes,  the  Committee  returned.]  Mr. 
Forbes,  you  may  proceed. 

Forbes:  In  the  regulatory  aspect,  the  cost  is  rarely,  il  ever, 

projected.  The  agencies  issue  new  regulations  and  the  cost  of 
compliance — enormous — is  cranked  into  the  cost  of  the  prod- 
uct. It  is  probably  the  most  regressive  sales  tax  that  was  evei 


".  .  .  Our  desire  as  a  society  to  do  good  things 
has  outrun  our  capacity  to  pay  for  them  .  .  ." 


implemented.  It  is  implemented  by  the  impetus  of  pe  ople  who 
would  be  aghast  at  the  idea  ol  proposing  a  national  sales  tax. 

These  social  objectives  that  have  been  legislated — that  have 
nothing  to  do  with  the  budget — have  had  probably  the  biggest 
single  iiypact  on  price  in  the  last  five  years.  It  is  this  area  ol 
socially  desirable  objectives, where  the  cost  has  not  Ix  en  cost- 
ed,  that  is  the  biggest  impact  on  inflation, 

Another  inflation  area  beyond  the  control  of  ( Congress  or  the 
regulatory  agencies  comes  from  the  courts;  a  huge  jump  in 
what  people  pay  for  health  care  is  the  result  of  skyrocketing 
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malpractice  insurance.  Nobody  defends  malpractice — particu- 
larly if  they've  been  a  victim  of  it.  But  look  at  the  settlements; 
look  at  some  of  the  jury  awards.  And  other  liability  costs.  Did 
you  notice  in  today's  papers  that  Ford  has  been  ordered  to  pay 
$128.5  million  in  damages  because  of  a  1972  accident  involving 
a  Ford  Pinto  in  which  one  person  was  killed  and  another 
burned?  Insurance  costs  for  every  individual  and  for  corporate 
liability  have  to  be  cranked  into  the  price  of  every  new  car. 

The  budget  deficit  doesn't  terrify  the  business  community. 
In  fact,  if  you  succeeded  in  passing  a  balanced  budget  this  year 
or  next,  that  would  terrify  the  business  community,  because  in 
addition  to  the  Social  Security  tax  increase  which  has  been 
mandated — and  I  hope  it  sticks,  but  it  will  probably  be  cut 
back  because  it  is  not  politically  popular — plus  the  increase  in 
energy  costs  that  has  to  and  must  come,  all  you  have  done 
really  with  the  so-called  tax  reduction  is — arguably — about 
matched  the  new  tax  with  the  tax  cut. 

Superficial  Concept 

Mr.  Carter's  acceptance  in  the  business  community  isn't 
helped  by  silly  things  like  proposing  to  do  away  with  the  so- 
called  three  martini  lunch.  As  Senator  Long  has  said,  "Enter- 
tainment is  to  the  selling  business  the  same  thing  as  fertilizer  is 
to  the  farming  business — it  increases  the  yield."  Business  is 
done  over  a  lunch  table  as  often  as  it  is  executed  in  an  office. 
Sales  are  made  by  people  out  selling.  Either  Mr.  Carter 
doesn't  know  that  or  he  thinks  this  will  sound  good  because  he 
has  given  up  on  so  many  other  tax  proposals.  But  this  one 
makes  him  look  superficial. 

The  two  things  that  the  Administration  and  the  Congress  can 
do  that  will  restore  confidence  to  the  business  community  are: 
One,  putting  Social  Security  on  a  basis  where  it  will  remain 
solvent.  The  hike  in  that  tax  is  probably  the  most  definite  step 
toward  a  so-called  balanced  budget  of  any  the  Congress  has 
taken.  That  in  itself  has  to  create  a  confidence  that  there  is  an 
intention  to  put  this  enormously  fruitful,  worthwhile  program 
on  a  basis  that  can  pay  for  itself. 

The  other  step  is  to  start  paying  what  energy  costs  us.  When 
we  are  paying  what  it  costs  instead  of  subsidizing  the  mon- 
strously wasteful  use  we  are  making  today  of  energy,  you  will 
see  the  dollar  go  up  in  value.  It  is  going  down  today  for  a  very 
simple  reason:  We  are  importing  $45  billion  worth  of  oil  now. 
Consumption  is  astronomical.  We  are  paying  for  it  through 
inflation,  which  is  just  another  form  of  tax,  through  the  depre- 
ciated dollar.  It  is  the  old  nothing  for  nothing. 

There  is  no  service  to  the  American  people  in  saying  we  are 
going  to  keep  a  ceiling  on  so-called  domestic  oil.  All  you  do  is 
make  companies  like  Mobil  Oil  go  into  the  shirt  and  cardboard 
business.  They  buy  "Monkey  Ward.  It  would  be  an  irrespon- 
sible oil  company  that  invested  huge  sums  todav  for  domestic 
sources  of  oil.  It  would  be  irresponsible  with  its  stockholders' 
money,  to  every  single  fiduciary  that  holds  its  stock,  for  putting 
that  money  into  an  area  where  the  return  is  little.  There  are 
ways  to  correct  inequity;  there  is  a  way  to  even  out  the  high 
cost — say,  $2  a  gallon  for  gasoline — for  those  who  must  have  it 
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for  work  and  can't  afford  it.  But  the  way  to  correct  the  energy 
shortage  is  by  having  us  pay  for  what  energy  costs  to  get  out  of 
the  ground.  Once  prices  are  allowed  to  rise  and  reflect  what 
the  cost  is  today  to  replace  energy,  we  won't  have  this  huge 
$45-billion  expenditure,  a  deficit  abroad  that  is  tremendous 


". . .  Agencies  issue  regulations  and  the  cost  of 
compliance  is  cranked  into  cost  of  the  product  .  . . 
the  most  regressive  sales  tax  ever  implemented  . . ." 


Imagine,  we  have  a  trade  deficit  in  this  country  at  a  time  when 
we  have  never  exported  more. 

All  I'm  saying  is  that  there  is  such  a  thing  as  legislating  with 
good  intention  things  that  don't  impact  the  federal  budget  but 
have  an  absolutely  enormous  impact  on  the  state  of  the  Ameri- 
can economy.  The  scary  thing  is  that  we  do  have  a  deficit  as  big 
as  it  is  at  a  time  when  we  have  a  prosperity  relatively  as  good  as 
it  has  ever  been.  If  this  committee  had  the  power  to  determine 
what  some  of  the  regulatory  bills  that  come  before  Congress 
might  cost  as  part  of  the  budget  procedure,  you  would  be  on  to 
something  that  would  have  a  real  effect  in  the  future.  Extend 
the  Budget  Committee's  authority  to  include  costing  out  regu- 
latory agencies,  because  they  have  been,  in  the  last  five  years, 
the  biggest  single  item  in  the  increase  of  prices  which  we  call 
inflation,  probably  the  most  regressive  tax  of  any  we  now  have. 

If  the  Congress  would  accept  some  of  the  President's  propos- 
als— I  understand  actual  proposals  have  been  made — to  at- 
tempt to  get  a  grip  on  the  bureaucracy,  I  think  that  would 
restore  more  confidence.  The  President  promised  it.  It  is 
probably  one  of  the  major  areas  of  complaint,  and  it  isn't 
because  the  intention  in  the  formation  of  the  regulatory  agency 
wasn't  good.  It  is  simply  abused  in  the  operation. 

Congressman  Ralph  Regula  (R-Ohio):  /  would  only  add. 
as  businessmen  buttonhole  me  in  airports,  and  on  planes,  as  I 
brush  contact  with  them,  they  don't  talk  about  the  budget 
deficit  nearly  as  much  as  they  talk  about  the  problems  of  the 
regulatory  agencies;  it  is  frustrating  them  and  harassing  them, 
and  so  the  point  you  are  making  here  is,  I  think,  well  taken. 

Forbes:  There  is  no  way  anybody  can  hold  to  account  the 
people  who  say  they  are  just  carrying  out  the  will  of  Congress. 
If  this  committee,  even  by  resolution,  could  indicate  that  it 
shared  the  President's  concern  as  part  of  getting  control  and 
restoring  confidence,  that  the  government  resume  some  con- 
trol of  the  civil  service  and  the  bureaucracy.  I  think  you  would 
find  even  the  stock  market  might  go  up — for  a  day,  anyway. 

Congressman  Delbert  Latta  (R-Ohio):  Let  me  say  I 
enjoyed  listening  to  your  statement.  And  I  want  to  compliment 
you  for  it.  I  observed  you  didn't  have  a  prepared  statement 
there,  and  you  went  on  for  about  20  minutes. 

Forbes:  I  apologize! 
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A  MISTAKE  THAT  DIDN'T  TURN  OUT  TO  BE 


Over  the  years,  Forbes  has  developed  its  own  Book  of  Rules 
pertaining  to  the  writing  style  to  he  followed  by  our  editors  and 
eopyreaders.  One  rule  says  a  person  cannot  be 
referred  to  by  his  nickname  until  his  full  name  has 
first  appeared.  Recently  there  was  a  reference  to 
Northwest  Industries  CEO  Ben  Heineman.  The 
conscientious  researcher,  assuming  it  was  an  ab- 
breviation, changed  it  to  Benjamin. 

Now  Ben  Heineman  is  known  either  personally 
or  by  reputation  to  countless  executives,  but  no 
one's  ever  heard  of  him  as  "Benjamin"  Heineman. 
In  Who's  Who  as  well  as  Standard  i-  Poor's  Regis- 


ter of  Directors  and  Executives,  he's  Ben.  I  sent  off  a  letter  of 
apology  for  the  misnaming,  and  back  came  this  note: 

"Dear  Malcolm:  Thank  you  for  your  concern. 
There  is  a  Benjamin  Heineman  (left),  who  is  get- 
ting better  known  every  day.  Chairman,  Editorial 
Board,  Harvard  Crimson;  Rhodes  Scholar;  Edi- 
tor-in-Chief, Yale  Laic  Journal;  Clerk,  Mr.  Justice 
Potter  Stewart;  and  presently  Executive  Assistant 
to  the  Secretary  of  HEW.  He  also  happens  to  be 
my  son — the  least  of  his  many  distinctions.  I  have 
never  used  Benjamin;  he  always  has. 
Warm  regards,  Ben" 


FIVE  WORTH  SEEING 


Saturday  Night  Fever — Rightly,  John  Travolta  gets  nothing 
but  raves  for  his  electrifying  dancecoteque  fever,  conveying 
the  70s  hip-Brooklyn  lifestyle,  where  to  Make  It  to  Manhattan 
is  the  aspiration.  Annie  Hall  is  as  much  fun  as  everyone  who 
has  seen  it  says  it  is.  That  Obscure  Object  of  Desire — 
Teenagers  through  the  ages  have  had  a  blunt  name  for  the 
beautiful  object  of  unsatiated  desire  of  this  extraordinary  film's 
hero.  It's  fascinating  every  twist  of  the  way — until  the  end, 
which  is  all  the  critics  and  viewers  seem  to  talk  about.  In  my 
umble  opinion,  the  end's  got  little  or  nothing  to  do  with  the 

IT'S  DISARMING,  NOT  DEMEANING 

to  ask  when  you  don  t  know  what  you  should. 


film.  It's  almost  an  afterthought  by  Bunuel  to  keep  his  reputa- 
tion for  surrealistic  works  that  shouldn't  be  too  clearly  under- 
stood. Padre  Padrone — This  raw,  simple,  powerful  film,  shot 
against  a  stark  Sicilian  background,  compellingly  portrays  the 
Father-Is-Total-Master  tradition  of  that  isle  and  of  most  of 
Italy.  It  was  the  1977  Grand  Prix  winner  at  Cannes — deserved- 
ly. The  Boys  in  Company  C — Aside  from  overdone  villains, 
this  film  depicts  Marine  life  from  Boot  to  Vietnam  very  much 
as  it  was.  The  language,  the  humor,  the  numbing  dumbness  of 
so  much,  comes  through. 

WHEN  YOU  DON'T  UNDERSTAND 

it's  sometimes  easier  to  look  as  though  you  do. 


PUBLISHERS  BACKING  QUACK  POST  OFFICE  "CURE" 

By  M.S.  FORBES  Jr. 


Congress  is  considering  legislation 
to  remedy  the  Post  Office's  ills.  The 
Hanley-Wilson  bill,  heavily  backed 
by  publishers  and  business  mailers, 
may  well  pass — and  it  is  a  potential 
disaster.  It  is  badly  drafted,  riddled 
with  special  interest  provisos  and  will 
end  up  simply  wasting  additional 
billionS. 

That  the  U.S.  Postal  Service  needs 
reform  goes  without  saying,  but  the 
Hanley-Wilson  measure  is  not  the 
answer. 

For  starters,  the  bill  would  add 
$1.8  billion  to  the  $1.6  bill  ion  that 
Congress  already  spends  in  postal 
subsidies.  The  new  subsidy  would 
equal  15%  of  what  the  service  spent 
the  previous  year,  thereby  destroying 
what  incentive  there  is  to  curb  costs. 

Mailers  think  this  enormously  in- 
creased outlay  will  significantly  check 
spiraling  postal  rates.  It  won't.  If  the 
past  is  any  guide,  the  money  would 
simply  go  for  further  hikes  in  postal 
payroll  costs,  which  now  make  up 
over  85%  of  the  service  s  expenses. 
Already    postal    employees  receive 


30%  to  50%  more  in  compensation 
than  similarly  ranked  civil  servants  in 
federal  bureaucracies,  as  well  as  the 
average  worker  in  private  industry. 
The  postal  unions  are  pushing  aggres- 
sively for  this  provision.  It  is  not  very 
hard  to  see  why. 

The  bill  mandates  that  the  Postal 
Service  hike  its  research  budget  from 
$59  million  to  well  over  $300  million. 
Why?  Because  some  congressmen 
have  a  vague  idea  the  Post  Office 
should  get  more  involved  in  electron- 
ic communications.  But  research 
needs  in  that  area  are  being  ade- 
quately met  by  private  enterprise. 
Given  the  service  s  past  performance, 
isn't  this  field  better  left  to  the  likes  of 
AT&T,  ITT,  IBM,  RCA? 

Moreover,  the  Post  Office  is  not 
equipped  to  spend  that  amount  of 
money  fruitfully.  As  one  postal  officer 
told  this  writer,  "If  that  provision 
goes  through,  I  will  quit  and  set  my- 
self up  as  a  research  consultant.'  The 
service  will  be  throwing  money  away 
and  I'd  love  to  get  some  of  it." 

The  bill  has  a  section  that  could 


effectively  bar  the  Postal  Service  from 
further  meaningful  cost-cutting 
moves  in  mechanization.  The  legisla- 
tion would  also  severely  hobble  the 
service  in  closing  thousands  of  uneco- 
nomical post  offices.  And  it  would 
restrict  the  service  s  personnel  flexi- 
bility: A  postmastership  would  have 
to  be  filled  by  a  resident  from  that 
area.  The  service  couldn't  promote 
and  transfer  a  promising  employee 
from  another  part  of  the  country. 

The  Post  Office  would  also  be  re- 
quired to  ship  outgoing  international 
surface  mail  via  far  more  costly 
American  carriers  rather  than  to  get 
the  best  rate  available.  (The  mail  cur- 
rently goes  with  American  carriers  if 
their  rates  are  not  more  than  25% 
higher  than  foreign  carriers.) 

There  are  numerous  other  short- 
comings with  this  legislation  that 
could  cost  taxpayers  literally  hun- 
dreds of  millions  of  dollars  annually. 

Congress  would  be  well  advised  to 
send  Messrs.  Hanley's  and  Wilson  s 
handiwork  back  to  the  legislative 
drawing  board. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


No  Free  Lunches  for  Anybody 

Expense  and  entertainment  attitudes 
of  the  Japanese  and  West  German  gov- 
ernments, in  contrast  to  the  U.S.  Ad- 
ministration's position,  are  extremely 
generous. 

Business  entertaining  is  an  ancient 
process  and  extensively  used  worldwide. 
The  U.S.  is  almost  puritanical  in  contrast 
to  other  parts  of  the  world  where  it  is  not 
only  encouraged,  but  is  accompanied  by 
subsidies  that  compound  the  problem  of 
our  often  regulated  companies  at  home. 

If  this  legislation  [to  cut  in  half  the 
deduction  allowed  for  the  business  meal] 
is  passed,  let's  urge  that  the  U.S.  Senate 
close  its  dining  room,  or  at  least  have 
each  Senator  pay  for  luncheons  served  to 
him  and  his  visiting  constituents.  Or  for 
Mr.  Carter  to  personally  pay  for  the  state 
dinners  for  foreign  dignitaries.  Or  why 
not  have  our  politicians,  staffers  and  bu- 
reaucrats pay  a  fee  commensurate  to  the 
Washington  cab  fares  whenever  they  use 
a  government  limousine.  Or  put  Air 
Force  One  in  mothballs  so  that  the  gen- 
tlemen from  the  White  House  can  use 
commercial  airlines  and  lug  their  bags 
through  the  turnstiles,  as  most  business- 
men do! 

(Can  any  of  us  who  voted  for  Mr. 
Carter  ever  forget  his  delight  when  Air 
Force  One  arrived  in  Georgia  for  his  first 
flight  in  it?  His  remark  was,  "This  is  what 
I've  been  waiting  for!") 

— Douglas  Smith,  Advertising  Age 

Be  Prepared  for  OSHA 

A  new  U.S.  Chamber  of  Commerce 
publication,  "What  To  Do  About  OSHA'' 
[Occupational  Safety  &  Health  Adminis- 
tration], tells  employers  how  to  get 
ready  for  the  knock  on  the  door  and  what 
to  do  when  the  inspector  is  prowling  the 
premises  and  when  he  or  she  has 
left.  .  .  .  "An  OSHA  inspection  is  an  ad- 
versary procedure,"  says  Christine  Wai- 
sanen,  an  attorney  for  the  Chamber  of 
Commerce  who  specializes  in  OSHA 
matters.  "Always  be  polite,  courteous 
and  helpful  while  at  the  same  time  pro- 
tecting your  own  interests.  Don't  argue, 
no  matter  how  absurd  some  things  may 
seem.  You  can  always  fight  them  on 
higher  ground.  " 

A  key  move  is  to  conduct  a  thorough 
self-inspection.  Religiously  place  on  a 
bulletin  board  OSHA  posters,  reports, 
citations  and  other  required  notices.  Par- 
ticular attention  should  be  given  to  tak- 
ing voluntary  good  faith  measures,  such 
as  forming  safety  and  health  committees, 
not  only  because  these  efforts  will  be  a 
consideration  in  the  event  of  a  fine  and 


may  result  in  lower  insurance  premiums, 
but — most .  importantly — because  they 
may  result  in  better  safety  and  health  for 
employees.  .  .  . 

— Nation's  Business 

This  Nonpolitical 
Administration 

Mr.  John  F.  O  Leary  [deputy  secre- 
tary of  the  Department  of  Energy]  told 
the  National  Journal  some  steps  could 
be  taken  right  now,  such  as  lifting  price 


controls  on  oil  produced  through  en- 
hanced recovery  techniques.  This  could 
be  done  through  administrative  fiat. 

Now  we're  getting  someplace,  wasting 
neither  time  nor  money.  But  Mr. 
O'Leary  isn't  going  to  do  it.  Not  until 
Congress  passes  the  energy  bill  he  and 
Mr.  Schlesinger  want.  It's  a  "sweetener" 
to  the  oil  and  gas  lobby  that  will  not 
be  delivered  until  the  Administration 
gets  what  it  wants.  However  long  that 
might  take. 

Which  reminded  us,  for  some  reason, 
of  the  old  joke,  in  which  the  moron 
shoots  his  mother  and  father  because  he 
wants  to  go  to  the  orphan's  picnic. 

— Wall  Street  Journal  editorial 

Useful  Ornaments 

On  their  cuffs  shone  the  three  bright 
buttons,  a  traditional  decoration  through 
many  phases  of  uniform,  that  had  been 
retained  for  midshipmen  to  prevent 
them  wiping  their  noses  on  their  sleeves. 

— Anthony  Delano, 
Breathless  Diversions 

Those  Not-So-Dumb  Deutsch 

By  all  accounts,  the  U.S.,  via  its  agent 
Treasury  Secretary  Blumenthal,  lost  a 
split  decision  in  its  efforts  to  get  the 
West  Germans  to  toe  the  mark — or  at 


least  give  it  a  gentle  nudge  downward. 
Trouble  is  that  the  Germans  just  don't 
share  the  prevailing  Zeitgeist — that  is, 
they  simply  fail  to  appreciate  the  con- 
ventional wisdom  that  the  way  to  finan- 
cial salvation  is  through  fiscal  sin.  Now,  if 
Mr.  Schmidt  would  only  play  Hans 
across  the  sea  and  put  his  economy  un- 
derwater, even  just  a  little,  he  could 
count  on  a  warm  welcome  in  Washington 
(just  as  well  because,  in  the  circum- 
stances, he'd  have  worn  out  the  one  he 
has  in  Bonn).  But  much,  we  imagine,  to 


Mr.  Blumenthal  s  chagrin,  the  darn  Teu- 
tons stubbornly  refuse  to  listen  to  com- 
mon nonsense. 

— Alan  Abelson,  Barron's 

Less  Obfuscation, 

More  Unemployment 

If  you  make  the  federal  rules  and  regu- 
lations understandable,  you  will  elimi- 
nate the  justification  for  one  out  of  five 
government  jobs.  Of  course,  this  is  a 
conservative  estimate.  But,  I  hope  you 
will  not  put  all  of  these  federal  inter- 
preters out  of  work. 

The  unemployment  implications  don't 
stop  with  government  toilers.  Your  pro- 
posals will  also  have  significant  unem- 
ployment impact  outside  of  government. 

For  many  years  thousands  of  lawyers 
throughout  the  nation  have  earned  a 
very  good  living  interpreting  and  chal- 
lenging all  of  the  incomprehensible  rules 
and  regulations  of  the  government  agen- 
cies. Now  you  will  put  all  of  these  legal 
laborers  out  of  work. 

Both  of  the  unemployment  conse- 
quences of  this  Executive  Order  contra- 
dict the  commitment  of  this  Administra- 
tion to  provide  more  jobs. 
— Congressman  Jim  Santini's  (D-Nev.) 
spoofing  comments  on  Carter's 
proposals  to  make  federal 
regulations  more  intelligible. 


IMPORTANT  NOTICE 

WITHIN  THE   PAST   TWO  WEEKS,   YOU  HERE  FURNISHED  SEVERAL 
FEDERAL  TAX  OEPOSIT  FORMS,  REVISED  JULY  1977.     THE  NEW 
FORMS,  WHICH  SHOULD  HAVE  CODE  501   TO  THE  LEFT  OF  THE 
ADDRESS,  ARE  FOR  DEPOSITING  HI THHELD  INCOME  AND  FICA 
TAXES  ONLY.     HOWEVER,  THIS  LEGEND  WAS  OMITTED  WHEN  THE 
FORMS  HERE   PREPAREO.      TO  ENSURE   PROPER  USE  BY  YOUR 
ORGANIZATION,   YOU  SHOULD   I  W.ED  I ATELY  ANNOTATE  THE 
INSCRIPTION  *W/H  AND  FICA  TAXES*   IN  THE   SPACE  AT  THE  TOP 
-F  THE  FORMS  AFTER  THE   WORDS  ^FEDERAL  TAX  DEPOSIT  OF*. 
THIS   SHOULD  PRECLUOE  YOUR   INADVERTENT  USE  OF  THE  FORMS 
FOR  DEPOSIT  OF  OTHER  TYPES  OF  TAXES.     YOUR  COOPERATION 
IS  APPRECIATED. 

BUREAU  OF  GOVERNMENT  FINANCIAL  OPERATION 
OCTOBER  3,  1977 
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The  new  breed  of  decision  maker. 


The  man  who 
juides  his 
rompany 
vith  facts  ♦  ♦  ♦ 
tot  guesswork* 


ound  planning  takes  hard  facts, 
ut  these  facts  may  be  contained 
i  your  computer  system  and  not 
Iways  available  or  easy  to  re- 
ieve.  Until  now. 

ow  EIS  (Executive  Information 
ervices)  helps  you  cut  the  in- 
timation retrieval  process  to 
econds.  It  presents  you  with 
leaningful  facts,  drawn  from  in- 
timation from  sources  within 
our  organization.  Summed  up 
nd  put  into  perspective. 

IS  is  a  comprehensive  and  flex- 
ile planning  tool  for  financial  de- 
ision  makers.  It  was  designed  by 
nancial  experts.  It  gives  you  in- 
brmation  . . .  immediately  .  . .  that 
ou  could  get  from  other  sources  .  . 
ventually.  And  that  separates  the 
ew  breed  of  decision  makers 
om  the  others. 

du  can  reach  easily  every  area  of 
jontrol  and  planning  to  compare 
lerformances,  analyze,  consoli- 
date, make  projections  and  as- 
joss  alternate  strategies  with 
: A/hat  if?"  questions.  You  or  your 
::aff  can  do  modeling  from  your 
ata  bases  and  create  the  infor- 
liation  you  need  for  timely  busi- 
|ess  decisions.  EIS  responds  to 
our  English  language  com- 
lands  .  .  .  and  answers  you  with 
usiness-oriented  information  .  .  . 
|ot  data  processing  jargon. 

ji  seconds,  EIS  generates  re- 
orts,  pie  charts,  bar  and  line 
raphs,  etc.  —  in  the  formats 
du  prefer. 

i  IS,  one  in  a  series  of  BCS  prod- 
ucts for  financial  decision  making, 
lives  the  new  breed  of  decision 


maker  a  tool  that  is  light  years 
ahead  of  any  other.  Which  ex- 
plains why  in  the  first  six  months 
of  its  introduction  more  than  100 
corporations  and  government 
agencies  decided  they  needed 
EIS.  There  are  more  every  day. 
You  will  see  why  in  our  brochure 
that  explains  some  of  the  things 
you  can  do  with  EIS.  For  your 
copy,  or  a  personal  appointment 
send  in  the  coupon  today  or 
phone  (201)  540-7700 


Leading  the  way  for  the  new  breed  of  decision  maker. 


BCS 


BOEING  COMPUTER  SERVICES  COMPANY 


A  Division  ot  The  Boeing  Company 

177  Madison  Ave.,  Morristown,  NJ  07960  (201)  540-7700 
Please  provide  me  with  more  information  on  EIS. 

□  Send  me  your  brochure. 

□  Have  your  representative  call  for  an  appointment 

Name   :  

Title  Phone  

Organization  

Address  

City/State/Zip  
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DO  YOU  RATE  \ 


NEW  CAR  BUYERS 
OWNER  SATISFACTION  SURVEY. 

HOW  DO  YOU  RATE  YOUR  CAR  VERY 

ON  THESE  CHARACTERISTICS?  EXCELLENT  GOOD  GOOD  FAIR  POOR 

OVERALL  QUALITY  OF  WORKMANSHIP        ...        □  O  □  □  O 

OVERALL  BODY  WORKMANSHIP  . .                        □  □  □  □  □ 

OVERALL  INTERIOR  WORKMANSHIP                       □  □  □  □  □ 

APPEARANCE  OF  FAINT  JOB                                □  □  □  □  □ 

FIT  OF  UPHOLSTERY                                             □  □  a  ft  0 

FIT  OF  CARPETING                                                    □  □  □  □  □ 

LACK  OF  SQUEAKS  AND  RATTLES                              □  □  □  □  □ 

FRONT  VISIBILITY                                               □  □  □  □  □ 

REAR  VISIBILITY                                                □  □  □  □  □ 

USABLE  TRUNK  SPACE                                       □  □  □  O  □ 

OVERALL  INTERIOR  COMFORT                             □  □  □  □  O 

INTERIOR  ROOMINESS                                      □  □  O  □  □ 

REAR  SEAT  COMFORT                                     .^D  □  O  □ 

MANEUVERABILITY  IN  CITY  TRAFFIC                       O  O  £3  ,  O  O 

EASE  OF  STEERING  ^^^^^^^^^T^^^^^^I^^^^T^ 

EASE  OF  PARKING                                                □  □  □  □  □ 

RE-SALE/TRADE-IN  VALUE                                     □  □  Q  □  □ 

VALUE  FOR  MONEY                                             □  □  □  □  □ 


-3- 
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IR  CAR  AS  HIGHIY 
RATES  MS? 


f  you  put  your  car  to  the  test  on 
:  left  and  discover  it  rates  a  lot  of 
x>rs"  and  "fairs','  maybe  you  should 

n  a  Volvo. 

Recently,  Volvo  owners  were  sent  a 
jiilar  questionnaire  as  part  of  a  nation- 
ie  survey  among  new  car  owners, 
ey  were  asked  to  ratetheir  new  Volvos 
i  these,  and  several  other  points. 
The  results  were  very  enlightening. 
They  showed  that  Volvo  owners 
brail  were  more  satisfied  than  the 
mers  of  Impalas,  LTDs,  Cutlasses, 
Wiles,  Regals,  Cordobas  and  42 
tier  cars  from  G.M.,  Ford,  Chrysler 
d  AMCf 

Volvo  owners  rated  their  cars  higher 
i  a  whole  range  of  things. 

onducted  among  owners  of  new  cars  bought  in  May,  1977, 

]d  retail  price  P.O.  E  localtaxes,  dealer  preparation,  delivery  charges  and  Lambda  Sond™  units  additional 


Quality  of  workmanship  (some- 
thing you  may  think  has  vanished 
from  cars  altogether). 

Comfort  and  roominess  (on  that 
score,  Volvo  owners  rated  Volvos 
higher  than  Cadillac  owners  rated 
Cadillacs). 

Safety,  maneuverability,  handling 
and  value  for  the  money. 

So  if  you're  interested  in  a  car  that's 
recommended  by  the  experts— namely 
the  people  who  have  bought  it  and 
owned  it— consider  a  Volvo. 

They  start  at  $6,645! 

Which  to  some  people  may  seem 
like  a  lot  of  money  to  pay  for  a  car. 

But  to  others,  it's  a  small  price  to 
pay  for  satisfaction. 


VOLVO  © . 


977  VOLVO  OF  AMERICA  CORPORATION 


OLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


These  famous  symbols  all  have  something  in  common. 


Merrill  Lynch  Pierce  Fenner  &  Smith  Inc 


7* 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as 
the  49th  largest  U.S.  industrial, 
with  1976  sales  of  over 
$3.7  billion. 

And  diversified. 
Greyhound's  activities  run  from 
transportation  to  food  to 
soap  to  computer  leasing 
to  restaurants  to 
display  contracting  to  jet  fueling 
systems  at  major  airports 
and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's 
the  front-runner  in  most  of  them. 

Greyhound  is  the 
number  one  transportation 
company  on  earth . . . 
or  in  the  sky.  In  1976,  we 
carried  25  million  more  people 
than  America's  number  two 
carrier,  United  Airlines. 

Greyhound's  Armour 
is  America's  leading 


producer  of  bacon  and 
the  second  leading  seller  of 
hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
country's  number  one  soap. 
And,  together  with 
our  Tone  brand, our 
two  soaps  have  a  larger 
dollar  share  of  market  than 
any  two  brands  sold  by 
Lever.  Colgate-Palmolive, 
Procter  and  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation 
equipment  in  the  U.S.  — 
in  fact,  we  own  more  jets 
than  some  airlines.  And  we 
operate  the  premier  group 
of  display  companies 
in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't 
just  "the  bus  company" 
anymore,  it's  "the  omnibus 
company"  —  a  diversified 
corporation  that's  run  all 
the  way  up  to  Fortune's  top  50. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies. 


A  Hard  Choice:  More  Recession 
— Or  More  Expensive  Oil? 

That's  the  global  dilemma  that  Department  of  Energy  experts 
see — and  it  explains  why  the  U.S.  isn't  seriously 
trying  to  break  or  weaken  OPEC. 


By  JAMES  COOK 

Why  isn't  the  U.S.  government  taking 
advantage  of  the  current  oversupply  of 
oil  to  try  to  break  the  Organization  of 
Petroleum  Exporting  Countries?  Or,  at 
least,  to  bring  down  the  price? 

The  blunt  answer  is:  It  doesn't  want 
lower  prices  for  oil. 

The  best  thinking  in  the  Carter  Ad- 
I     ministration  is  that  such  a  course  of  ac- 
tion, even  if  it  could  be  undertaken, 
would  be  advantageous  only  temporarily 
and  dangerous  for  the  long  run. 

"The  price  of  oil,  "  says  an  Administra- 
tion source,  "ought  to  rise  10%  or  more  a 
year,  at  least  at  the  rate  of  inflation  and  a 
couple  of  points  besides."  He's  talking, 
then,  of  $20  a  barrel  by  1983,  $25  by 
1985 — a  doubling  in  seven  years. 

Why  are  the  Administration  policy- 
makers acquiescing  in  developments 
that  are  seemingly  at  odds  with  U.S. 
interests?  Because  they  are  convinced 
that  oil  prices  can  be  held  down  only  at  a 


price  of  worldwide  recession  and  politi- 
cal and  social  instability. 

"People  on  Capitol  Hill  jump  all  over 
us  these  days,"  says  one  high  Carter 
Administration  energy  official,  "to  use 
the  current  worldwide  glut  of  oil  to  beat 
the  crap  out  of  OPEC,  lower  the  price  of 
oil,  break  up  the  organization.  I'm  afraid 
the  answer  is,  'Lots  of  luck. 

The  congressmen  aren't  the  only  peo- 
ple who  are  jumping  all  over.  Last  fall  an 
International  Trade  Commission  study 
concluded  that  there  would  be  no  short- 
age of  oil  in  the  foreseeable  future. 

In  January  the  General  Accounting 
Office  issued  a  report  that  argued  that, 
with  oil  supplies  abundant,  the  U.S. 
ought  to  use  its  great  technological,  man- 
agerial, financial  and  military  strength  to 
obtain  some  control  over  the  price  of  oil. 
Then  in  February,  as  newspapers  always 
do  after  OPEC  meetings,  the  New  York 
Times  began  running  stories  with  head- 
lines like  "will  opec  drown  in  a  sea 

of  OIL?" 


The  current  oil  glut  was  so  consider- 
able that  when  OPEC  gathered  in  Cara- 
cas for  its  semiannual  price  meeting  last 
December,  the  leaders  of  the  cartel,  Iran 
and  Saudi  Arabia,  decided  to  hold  the 
line  on  prices.  And  last  month  Iran's 
Prime  Minister  Jamshid  Amouzegar  an- 
nounced that  there  would  be  no  price 
increase  later  in  1978,  either.  The  con- 
clusion is  pretty  obvious:  If  there  was 
ever  a  time  when  the  consuming  coun- 
tries had  a  chance  to  regain  the  upper 
hand,  that  time  is  now. 

Who  is  right?  Those  who  think  there  is 
plenty  of  oil  for  the  foreseeable  future? 
Or  those  in  the  Administration  who  see  a 
squeeze  coming?  As  in  most  such  argu- 
ments, the  conclusions  depend  pretty 
much  upon  the  assumptions.  Those  who 
think  that  oil  is  going  to  be  plentiful — 
like  Irving  Trust  economist  Arnold 
Safer — generally  assume  that  economic- 
growth  will  continue  to  be  slow  world- 
wide. Thus  demand  for  oil  will  grow 
slowly,  about  2.5%  a  year  vs.  a  long-term 
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rate  of  7%.  Those  in  the  Administration 
and  elsewhere  who  think  that  an  oil 
shortage  looms  are  assuming,  in  sharp 
contrast,  a  somewhat  higher  rate  of 
growth,  one  that  will  at  least  enable  the 
poorer  countries  to  keep  their  heads 
above  water. 

But  it's  not  simply  a  matter  of  de- 
mand. The  slow-growth-oil-glut  adher- 
ents tend  to  be  as  optimistic  about  sup- 
ply as  they  are  pessimistic  about 
demand.  Economist  Safer,  for  instance, 
sees  non-OPEC  production  as  more  than 
meeting  any  increases  in  demand  for 
some  time  to  come.  He  predicts  that 
between  now  and  1982,  for  instance, 
consumption  will  rise  by  5.5  million  bar- 
rels a  day,  while  non-OPEC 
oil  production  will  pick  up 
by  8.5  million  barrels  a  day, 
with  the  result  that  OPEC 
production  will  drop  from 
30  million  barrels  a  day  to 
26  million.  With  OPEC  pro- 
ducers crowding  to  maintain 
their  market  shares,  Safer 
argues,  it  should  be  possible 
to  break  the  OPEC  cartel  or 
at  the  very  least  force  down 
the  price. 

Nothing  could  be  further 
from  the  view  that  prevails 
in  James  Schlesinger's  De- 
partment of  Energy  and 
elsewhere  in  the  Carter  Ad- 
ministration. Break  up 
OPEC?  Lower  the  price  of 
oil?  Preposterous. 

Long  before  OPEC  took 
power,  people  in  the  State 
Department   who  thought 

about  such  things  became   

convinced  that  the  price  of 
oil  was  going  to  go  up,  and  sought  to 
prepare  the  world  for  the  inevitable.  It 
ought  to  go  up,  they  argued,  because  the 
world  was  running  out  of  it,  because 
higher  prices  would  encourage  conserva- 
tion and  help  finance  the  development  of 
alternative  energy  supplies,  and  even 
because  our  friends  and  allies  needed 
the  revenues.  And  the  truth  of  the  mat- 
ter is  that  these  considerations  still  shape 
U.S.  policy.  "Clearly  it  would  not  be  in 
our  national  interest  to  have  the  price  of 
oil  go  down,"  says  Melvin  A.  Conant, 
energy  consultant  and  former  govern- 
ment energy  official.  "It  has  got  to  stay 
high  and  go  even  higher.  But  this  is 
absolutely  impossible  for  any  political 
leader  to  say." 

This  view  prevails  in  Washington  to- 
day. The  conviction  in  the  Administration 
is  that  the  oil  shortage  is  going  to  hit  a  lot 
earlier  than  anyone  expected — as  early  as 
next  year  or  the  year  after — so  that  in- 
stead of  confronting  the  cartel,  the  Ad- 
ministration is  seeking  even  closer  coop- 
eration with  it.  "To  the  extent  that  the 
things  we  did  in  1973  or  1974  aimed  at 
attacking  or  breaking  up  the  cartel,"  says 


Harry  E.  Bergold  Jr.,  assistant  secretary 
for  International  Affairs  in  the  Depart- 
ment of  Energy  and  Schlesinger's  closest 
aide,  "we  have  changed  our  policy.  We're 
trying  to  let  the  key  producers  know 
we're  prepared  to  work  with  them." 

"The  severity  of  the  underlying  prob- 
lem," Schlesinger  himself  testified  to  a 
congressional  committee  last  month,  "is 
veiled  by  the  fact  that  currently  the  U.S. 
and  the  world  are  in  a  temporary  period 
of  excess  oil  supply.  .  .  .  The  principal 
oil  exporting  countries  are  likely  to  have 
difficulties  in  supplying  all  the  increase 
in  demand  expected  to  occur  in  the  U.S. 
and  other  countries  throughout  the 
1980s." 


Now  Or  Never:  Now's  the  time  to  put  the  screws  on  OPEC 
oil  prices,  says  economist  Arnold  Safer  (right).  Not  at  all, 
says  DOE  pooh-bah  Harry  Bergold.  Prices  ought  to  go  up. 


In  the  real  world,  of  course,  shortages 
do  not  really  materialize.  Prices  shoot  up 
to  bring  supply  and  demand  into  bal- 
ance, and  that's  what  the  Carter  people 
foresee:  As  consumers  begin  to  perceive 
a  shortage,  the  market  will  start  taking 
over  from  the  cartel.  "Depending  on 
economic  growth,"  says  Bergold,  "there 
could  be  a  shortage  as  early  as  1980, 
1982,  1983.  By  1985  there  could  be  a 
significant  rise  in  price." 

At  the  center  of  the  problem  is  Saudi 
Arabia.  Until  a  few  months  ago,  most 
government  officials  and  oilmen  consid- 
ered it  likely  that,  when  the  world  need- 
ed it  in  the  mid-1980s,  Saudi  production 
would  rise  from  the  current  8.5  million 
barrels  a  day  to  as  much  as  19  million. 

But  State  Department  strategists  have 
already  cut  back  their  estimates  of  cur- 
rent Saudi  capacity  to  9  million  barrels  a 
day,  and  foresee  a  maximum  of  12  or 
12.5  million  barrels  a  day  of  production 
for  1985.  And  that  old  19-million-barrel 
target?  "I  would  characterize  that  as  sci- 
ence fiction,"  says  one  DOE  official. 

It's  not  simply  a  technical  restraint,  a 
matter  of  the  capability  of  the  Saudi 


fields  to  achieve  a  given  level  of  produc- 
tion. It's  a  combination  of  all  the  eco- 
nomic, financial,  technical  and  political 
considerations  that  play  upon  Saudi  Ara- 
bia: the  uneasy  politics  of  the  Persian 
Culf  and  the  Middle  East,  the  financial 
problems  generated  by  oil  revenues  so 
vast  that  they  cannot  be  productively 
invested,  the  cost  of  increasing  produc- 
tion substantially.  "Now  that  they're 
spending  the  money  themselves,  and  not 
making  Aramco  do  it,"  one  observer 
says,  "the  Saudis  are  thinking  twice 
about  whether  they  don't  have  better 
things  to  do  with  $25  billion  than  to  sink 
it  into  expanding  their  oil  production  to 
levels  that  only  increase  their  financial 
problems." 

So  the  Administration  is 
downgrading  what  was  gen- 
erally considered  the  effec- 
tive production  capacity  of 
OPEC— what  OPEC  actu- 
ally will  prod  lice  under 
present  circumstances — 
from  38  million  barrels  a  day 
to  33  million,  32  million  if 
you  consider  the  slack  nor- 
mally needed  for  operation- 
al requirements.  "In  our 
judgment,"  says  one  State 
Department  official,  "de- 
mand for  OPEC  oil  in  1980 
will  be  about  33  million  bar- 
rels a  day.  If  this  is  correct, 
OPEC,  with  production  last 
year  of  over  31  million  bar- 
rels a  day,  is  already  peril- 
ously close  to  capacity. 

If  the  world  will  accept 
continued  slow  growth, 
high  unemployment  and  a 
progressive  weakening  of 
the  poorer  economies,  a  good  case  could 
be  made  that  there  is  plenty  of  oil.  But  if 
you  assume  the  U.S.  will  remain  com- 
mitted to  a  high  economic  growth  rate, 
that  Japan  and  Germany  will  begin  to 
stimulate  their  economies  and  that  the 
prosperity  will  spread  across  the  world, 
then  the  comfortable  estimates  about  oil 
supply  no  longer  seem  valid. 

Such  a  policy  will  require  some  par- 
ticularly delicate  balance:  enough 
growth  to  ease  the  world's  economic 
problems,  but  not  so  much  as  to  send  oil 
prices  into  the  stratosphere  and  so  dam- 
age a  world  economy  that  yet  recovered 
from  the  1973-74  price  rises.  Which  is 
why  the  Carter  energy  program  is  so 
heavily  committed  to  conservation:  Ev- 
ery barrel  conserved  is  another  barrel 
available  to  fuel  economic  growth  with- 
out putting  upward  pressures  on  prices. 

"Do  we  want  to  avoid  an  oil  crisis  at  the 
cost  of  stagnating  the  world  economy?"  a 
State  Department  official  asks.  If  the 
answer  is  "No,  it  is  hard  to  be  optimistic 
about  oil  prices  staying  down.  Next  De- 
cember s  OPEC  meeting  is  unlikely  to  be 
a  rerun  of  last  December's.  ■ 
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Procter  &  Gamble: 
It's  Got  A  Little  List 


It's  a  hit  list.  Better  hope  your  company  isn't  on  it. 


By  PAUL  GIBSON 


Procter  &  Gamble  won't  like  our  way 
of  putting  it,  but  the  Cincinnati  soap 
king,  like  a  Godfather  with  an  M.B.A., 
has  drawn  itself  quite  a  hit 
list.  To  put  it  in  business 
terms,  P&G,  king  of  soaps 
and  one  of  the  U.S.'  master 
marketers,  will  in  the  next 
few  years  make  a  major  ef- 
fort to  take  big  chunks  out  of 
the  hides  of  some  of  the 
largest   and   toughest  U.S 
corporations.  These  are  on 
P&G's  "hit  list": 

General    Foods   and  its 
Maxwell  House  coffee. 

Tampax,  the  present 
leader  in  the  $250-million 
tampon  market. 

American  Hospital  Sup- 
ply and  Johnson  &  Johnson, 
the  fast  starters  in  dispos- 
able medical  gowns. 

Noxell  and  Chesebrough- 
Pond's  in  skin  lotions. 

Coca-Cola  and  PepsiCo, 
and  everybody  else  in  soft 
drinks. 

SmithKline    and  American 
Products  in  drugs. 

General  Mills  in  high-protein  foods 
and  Ralston  Purina  in  pet  foods 

Before  you  start  wondering  what 
makes  the  boys  from  Cincinnati  so  brash, 
remember  this:  They  laughed  when 
P&G  went  into  paper  products,  but  that 
was  before  P&G's  Charmin  line  reduced 
Scott  Paper  to  a  mere  shadow  of  its 
former  profits. 

Yesterday,  Scott  Paper.  Tomorrow, 
General  Foods,  Coca-Cola  and  Chese- 
brough.  And  why  not? 

Not  all  of  P&C  s  new  product  lines  are 
going  to  be  runaway  sueeesses  Not  all  ol 
its  new  competitors  will  be  hurt  as  badly 
as  complacent  Scott  was.  But  in  many  of 
these  businesses  thai  P&C  enters,  you 
can  expect  it  to  grab  major  market  shares 
and  reduce  competitors'  profit  margins. 
Even  Coca-Cola's?  Soft  drinks  are  a  lon^ 
sliot  for  P&G,  but,  in  the  long  run,  too 
tempting  a  market  to  ignore. 


Home 


General  Foods  looks  like  the  first  tar- 
get. Last  month  P&G  stormed  into  New 
York  and  the  Northeast,  longtime  Gen- 
eral Foods'  strongholds,  with  a  huge  ad- 
vertising and  promotion  blitz  for  its  own 


Folgcr's  coffee.  Folger's  has  a  new  prod- 
uct, Folger's  Flaked  coffee,  that  it  claims 
yields  20%  more  cups  per  pound  yet 
costs  no  more  than  regular  coffee.  P&G 
is  using  this  unique  selling  point  to  turn 
what  was  a  regional  brand  into  a  national 
one.  At  present  in  the  $4.6-billion  retail 
coffee  market,  top-rated  General  Foods 
outsells  Folger's  by  two-to-one,  but 
news  of  P&G's  attack  helped  send  Gen- 
eral Foods'  stock  tumbling. 

However,  coffee  is  only  part  of  the 
stor\ .  Procter's  new  products  arc  popping 
up  everywhere:  last  lall  Wondra,  P&G's 
new  skin  lotion,  and  prescription  drugs  to 
cure  acne  and  In  me  diseases.  In  the  South- 
east P&G  is  peddling  Boundary,  a  line  of 
disposable  surgical  drapes  and  gowns  that 
it  says  feel  like  cloth.  In  Ft.  Wayne,  Ind. 
and  Rochester,  N.Y.,  P&G's  Rely  has  30% 
of  the  tampon  market 

This  is  a  soap  company? 

P&G  is  working  on  a  patented  process 
aimed  at  breaking  into  the  vast  and  lu- 


crative soft-drink  market  where  Coca- 
Cola  reigns.  It  is  working  on  a  paper  cup 
impregnated  with  a  secret  coating.  Add 
water  and  presto!  It's  a  carbonated  bev- 
erage. No  more  toting  heavy  six-packs 
once  P&G  gets  the  process 
out  of  its  laboratories  and 
onto  the  supermarket 
shelves.  That's  the  hope. 

"It's  mind-boggling,"  says 
Drexel  Burnham  Lambert's 
respected  analyst,  Hercules 
A.  Segalas,  a  longtime  P&G 
watcher.  "I've  never  seen 
P&G  launch,  or  in  a  position 
to  shortly  launch,  so  many 
new  products." 

It's  as  if  General  Motors 
had  a  laboratory  tucked 
away  to  create  instant  foods 
or  paper  tissues.  Only  GM 
hasn't  and  is  stuck  with  pro- 
ducing cars,  while  P&G 
marches  on  spewing  out 
products  that  to  most  house- 
wives are  both  new  and  de- 
monstrably different  from 
what  is  on  the  market. 

P&G  is  becoming  a  lot 
like  Minnesota  Mining  & 
Manufacturing,  which  for  a  while  cre- 
ated a  seemingly  endless  flow  of  new 
uses  for  its  coated  abrasives.  Where  3-M 
was  the  master  in  creating  tiny  new  mar- 
kets, P&G  is  headed  into  huge  ones. 

For  example,  in  learning  how  to  make 
better  soaps  and  detergents,  P&G's  sci- 
entists became  experts  on  human  skin 
This  led  to  hand  lotions  and  pimple  re- 
movers. Similarly,  going  into  toilet  tis- 
sues led  first  to  diapers  and  now  to  dis- 
posable surgical  gowns.  From  there  it  is 
but  a  short  step  to  throwaway  towels, 
sheets,  underwear,  even  dresses.  In 
foods,  P&G  has  for  years  experimented 
with  amino  acids  and  high-protein  vege- 
tables, and  the  trade  is  rife  with  rumors 
that  it  will  soon  announce  a  new  wrinkle 
in  cereals  or  pet  foods.  If  anyone  can 
invent  the  perfect  analog  hamburger, 
the  odds  are  it  will  be  P&G  which  has 
more  chemistry  Ph.D.s  than  does  the 
Massachusetts  Institute  of  Technology. 
P&G's  reputation  for  doing  the  unex- 
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pected  is  legendary,  and  nobody  knows 
where  die  notoriously  tight-lipped  outfit 
will  strike  next.  But  P&G's  Chairman 
Edward  G.  Harness  dropped  a  clue  in  a 
New  York  speech  in  late  1976:  "A  rea- 
sonable description  of  our  potential  fu- 
ture markets  for  U.S.  consumer  business 
would  be  those  kinds  of  products  nor- 
mally sold  through  food,  drug  and  vari- 
ety stores.  Viewed  this  way  there  is  a 
consumer  goods  market  in  the  U.S.  to- 
day totaling  $125  billion  at  wholesale, 
and  our  share  of  that  existing  business  is 
in  the  range  of  3%."  Harness  is  saying,  in 
effect,  that  virtually  any  other  kind  of 
household  item  the  consumer  wants  that 
can  be  mass-produced  and  sold  at  low 
cost  is  fair  game  for  P&G. 

If  other  consumer  goods  manufactur- 
ers don't  see  this  as  a  threat,  they 
should.  In  the  late  1950s  when  P&G 
moved  into  paper  products,  Scott  Paper 
didn't  pay  much  attention.  From  a  stand- 
ing start  P&G  has  built  a  $1.3-billion 
business  in  toilet  and  facial  tissues  and 
diapers.  Along  the  way  it  reduced  Scott, 
once  a  savvy  marketer,  to  an  also-ran, 
earning  last  year  a  paltry  4.3%  on  its  total 
assets,  vs.  P&G's  10.3%.  As  if  to  ram 
home  the  point,  last  month  P&G  an- 
nounced it  will  spend  over  $200  million 
on  a  new  cellulose  pulp  mill  when  the 
rest  of  the  industry  has  a  pulp  glut. 

In  its  traditional  soaps  and  detergents 
throughout  most  of  the  1970s,  P&G  has 
gained  market  share  by  adding  new 
products  and  improving  old  ones. 

But  these  are  slow-growing  business- 
es, and  further  gains  in  market  share 
might  attract  the  trustbusters.  To  keep 
its  impressive  growth,  therefore,  P&G 
must  branch  out.  Were  it  to  do  so 
through  acquisition,  it  would,  of  course, 
attract  the  trustbusters.  But  that's  not 
P&G's  present  way.  It  prefers  to  develop 


New  Yorker  Stephen  Zarlenga  sold  all 
his  South  African  gold  mine  shares  sev- 
eral years  ago.  But  he's  glad  other 
Americans  don't  feel  that  way  because  he 
makes  a  nice  living  conducting  them  on 
"investment  tours"  that  combine  a  gold 
mine  visit  with  lectures  by  economists, 
talks  with  black  groups  and  outings  to 
game  parks.  Deluxe  price:  $4,875  per 
couple  for  three  weeks. 

These  and  many  other  Americans  have 
been  buying  heavily  into  South  African 
gold  stocks,  either  directly  through 
American  Depository  Receipts  or 
through  mutual  funds  and  investment 
companies.  U.S.  holdings  of  South  Afri- 


from  within.  As  yet,  there  is  no  law 
against  bringing  out  new  products  in 
competition  with  existing  ones,  even  by 
a  giant  company.  It's  hard  to  see  the 
Justice  Department  rushing  to  the  aid  of 
Coca-Cola  or  Johnson  &  Johnson  be- 
cause P&G  is  invading  their  turf  and 
slashing  prices.  The  P&G  crowd  steals 
markets  from  giants,  not  from  pygmies. 

Other  companies  do  grow  faster  and 
for  a  time  are  more  profitable,  but  the 
fact  is  that  for  consistency  P&G  is  a  true, 


". . .  P&G  plans  to  double  its 
unit  sales  in  ten  years  as  it  has 
each  decade  since  1900  . . ." 


blue  chip.  In  its  fiscal  year  ending  June 
30,  P&G  probably  will  raise  earnings 
14%  or  so  to  around  $6.35  a  share,  its 
25th  successive  increase,  and  show  an 
impressive  19.6%  return  on  stock- 
holders' equity.  With  that  track  record  it 
should  be  no  surprise  that  P&G  still  sells 
for  a  premium  13  times  earnings  at  a 
market  value  in  excess  of  $6  billion. 

This  isn't  to  say  P&G  is  foolproof.  It 
makes  its  share  of  errors.  It  bet  a  bundle 
on  Pringles  potato  chips,  which  are  any- 
thing but  winners,  got  badly  burned 
when  coffee  prices  soared  and  since  1973 
has  lost  over  $80  million  by  trying  to 
break  into  Japan. 

But  it's  easier  to  take  lumps  like  that 
when  the  cash  flows  in  so  consistently 
from  contented  customers.  As  it  entered 
1978  P&G  boasted  $674  million  in  cash 
and  marketable  securities  and  only  20 
cents  of  debt  for  each  $1  of  equity. 

That  leaves  plenty  of  money  for  re- 
search and  development  ($155  million  in 
fiscal  1977)  to  invent  those  new  products 


can  gold  mine  shares  now  add  up  to  $1.7 
billion — more  than  25%  of  the  total  equi- 
ty and  as  high  as  45%  in  some  mines. 
Interestingly,  while  American  invest- 
ment has  grown  steadily  over  the  last 
four  years,  European  investment  fell 
dramatically  during  the  1976  gold  price 
crash  and  has  never  really  recovered. 
New  York  has  replaced  London  as  the 
major  trading  center.  "After  the  Soweto 
riots,"  recalls  Kevin  Crotty  of  Joseph 
Sebag,  London's  leading  arbitrage 
brokers  in  gold  shares,  "the  Swiss  and 
Germans  were  afraid  the  Americans 
would  lose  their  nerve.  But  they  didn't. 
Nerve?    Or    self-delusion?  Europe- 


and  even  more  ($429  million)  to  adver- 
tise them.  In  1976,  according  to  Adver- 
tising Age,  P&G  increased  its  ad  budget 
by  a  larger  amount  than  either  Kraft  or 
Eastman  Kodak  spent  that  year  on 
advertising. 

Since  May  1974  P&G  has  been  led  by 
Ed  Harness,  who  has  spent  38  of  his  59 
years  with  the  company,  mainly  in  ad- 
vertising and  marketing.  Like  his  prede- 
cessors, Harness  shuns  the  press  and 
rarely  talks  to  outsiders.  However,  16 
months  ago  he  did  make  a  rare  appear- 
ance before  the  New  York  Society  of 
Security  Analysts.  What  he  said  that 
night  went  largely  unnoticed  but  is 
worth  repeating.  Harness  didn't  tell  the 
analysts  anything  about  the  next  quar- 
ter's results,  which  they  wanted  to  hear, 
but  instead  spoke  about  where  P&G 
might  be  in  1986. 

At  P&G,  he  explained,  top  manage- 
ment measures  success  in  physical  units 
sold,  and  by  that  yardstick  it  has  doubled 
in  size  just  about  every  ten  years  since 
1900.  "I  am  not  predicting  we  will  con- 
tinue to  match  this  achievement,"  said 
Harness,  "but  I  am  saying  we  should 
plan  to  do  it,  and  I  see  no  reason  why  we 
shouldn't  be  able  to  do  it."  But  obvious- 
ly, not  by  soap  alone. 

Don't  think  of  P&G  as  a  soap  com- 
pany— or,  indeed,  as  being  in  any  specif- 
ic field.  Think  of  it  as  a  perfecter  and 
marketer  of  low-priced  disposable  con- 
sumer products.  That's  an  almost  bot- 
tomless market. 

Given  today's  economic  and  techno- 
logical uncertainties,  not  many  compa- 
nies can  be  said  to  have  virtually  guaran- 
teed growth,  but  P&G  is  a  rare 
exception.  Better  hope  you  are  not  on  its 
hit  list.  If  you  are,  P&G  may  not  knock 
you  out  of  business,  but  it  is  certainly 
going  to  give  you  a  hard  time.  ■ 


ans — individuals  and  institutions — tend 
to  view  the  shares  as  great  trading  op- 
portunities. British  broker  Julian  Baring 
of  James  Capel  says  it  is  typical  to  look 
for  a  25%  to  30%  capital  gain  when  the 
gold  price  is  rising,  then  get  out.  Pru- 
dent Swiss  bankers  urge  their  clients  to 
hold  10%  to  15% — but  no  more — of  their 
assets  in  gold  shares  as  well  as  gold- 
backed  bonds,  coins  and  bullion,  as  a 
form  of  insurance  against  total  currency 
collapse.  What  surprises  the  Europeans 
is  how  many  U.S.  investors  have  gone 
whole  hog  into  gold. 

"Some  have  portfolios  with  $2  million 
or  $3  million  in  nothing  else,"  says  Kevin 
Crotty,  "and  bought  with  an  'end  of  the 
world'  mentality:  not  to  trade  but  to 
hold."  Many  Americans  who  buy  gold 
shares  are  expressing  political  opinions. 
Like  other  gold  bugs,  they  believe  the 
dollar  is  finished,  the  U.S.  economy  in 
decline,  the  world  monetary  system  near 
collapse.  They  may  also  have  strong 


Gold's  Fools? 


Why  are  Americans  buying  more  South  African 
gold  stocks  while  European  interest  has  flagged? 
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GOLD  FEVER  CHART 

Gold  is  soaring  against  the  falling  dollar.  S&P's  index  (U.S. 
and  Canadian  gold  shares  with  a  seasoning  of  South 
African  shares)  is  rising  more  slowly.  But  the  Financial 
Times  index  (South  African  only)  lags  far  behind. 


1975  1976  1977  1978 


ALL  FIGURES  ARE  MONTHLY  AVERAGES  EXCEPT  FEB.78  (1-22  AVERAGE) 


views  on  South  Africa.  "A  lot  of  them  are 
far-out  right-wingers  who  think  South 
Africa  is  too  liberal  with  the  blacks,"  says 
Crotty.  "Some  are  quite  extreme,  even 
by  Afrikaner  standards." 

Stephen  Zarlenga,  who  until  1975  was 
marketing  director  of  a  gold  share  fund 
and  still  writes  a  gold  share  letter,  thinks 
many  U.S.  investors  are  naive  about  gold 
shares:  "Many  Americans  came  in  at  al- 
most the  top  of  the  market  in  1974  and 
are  still  making  very  basic  errors.  Doing 
well  is  a  matter  of  taking  advantage  of  the 
swings,"  Zarlenga  explains.  "The  outlook 
goes  from  desperate  to  hopeful.  You  use 
the  panic  as  an  entrance  and  hopefulness 
as  an  exit — definitely  not  for  widows  and 
orphans." 

How  is  owning  gold  shares  different 
from  keeping  bars  in  the  basement 
vault?  First,  the  good  news.  Stock- 
holders don't  have  to  worry  about  bur- 
glars and  counterfeiters,  and  shares,  un- 
like bars,  pay  dividends — big  ones. 
Yields  of  15%  to  20%  are  not  uncommon. 

The  bad  news?  If  the  price  of  gold 
falls,  the  shares  fall,  too.  And  as  the  gold 


price  goes  down — with  costs  soaring — 
profits  decline,  putting  big  dividends 
and  the  prospects  for  more  of  same  in 
jeopardy.  Gold  mines  run  out,  too. 
These  stocks  are  in  individual  mines,  not 
in  mining  conglomerates. 

Of  the  three  mines  more  than  40% 
U.S. -owned,  Free  State  Geduld  is  a 
blue-chip,  low-cost  mine  with  good  divi- 
dend prospects.  But  not  the  other  two 
(Welkom  is  46%  U.S. -owned  and  little 
Durban  Deep,  41%).  Durban  is  in  the 
red  and  needs  annual  revenues  of  over 
$177  per  ounce  to  break  even;  last  year's 
average  was  $133.  At  $225,  of  course, 
profits  would  soar.  Durban  Deep  and 
mines  like  it  are  highly  leveraged  to  the 
price  of  gold.  In  a  high-cost  mine,  at  one 
gold  price  there  may  be  no  profitable 
ore,  at  a  few  dollars  higher,  millions  of 
tons  of  it.  Once  break-even  is  passed,  the 
percentage  increase  in  profits  vis-a-vis 
the  gold  price  is  dramatic.  Says  broker 
Julian  Baring,  "You  have  to  be  fairly 
brave.  You  can  come  to  terrible  harm." 

There's  more.  If  the  gold  price  rises, 
the  shares  do  not  always  keep  pace  (see 


J 

chart).  Late  last  month  gold  was  up  to 
$184  per  ounce  on,  among  other  things, 
the  weakness  of  the  dollar  and  the  fear  of 
a  leftist  government  in  France.  But 
South  African  gold  shares  were  still  lag- 
ging because  of  the  political  uncertain- 
ties that  becloud  the  country's  future. 
Still  in  deep  recession,  South  Africa  is 
having  trouble  borrowing,  and  the  Swiss 
and  Germans  willing  to  lend  are  doing  so 
at  almost  twice  the  going  interest  rates. 
Admits  a  London-based  vice  president  of 
a  big  U.S.  bank,  "Everybody  is  about  full 
of  South  Africa.  It's  not  a  top-rated  risk 
right  now.  Political?  It  is  at  least  60% 
political." 

If  cataclysm  in  South  Africa  is  the 
long-term  worry  for  gold  shareholders, 
more  pressing  is  simply  the  price  of  gold 
itself.  The  bulls  could  be  right  when  they 
say  gold  will  go  to  $200;  it  is  less  than  $20 
away.  Said  a  British  broker  recently  in 
Johannesburg,  "Sure  gold  will  go  to 
$200.  I  hope  it  does.  And  when  it  gets 
there,  we'll  tell  our  clients  to  dump  ev- 
er)' bloody  share  they  have,  because  it 
won't  go  much  higher."  ■ 


FORBES,  MARCH  20,  1978 


35 


Small  Is  Beautiful 

Small  plants.  Small  products. 
Smallish  company.  Big  profits. 


".  .  .  and  the  plumber  said  to  the  doctor, 
'Yeah,  I  know.  I  didn't  get  this  much  for 
a  house  call  when  /  was  a  doctor,  ei- 
ther." "  Lee  B.  Thomas  Jr.,  president 
and  chief  executive  of  Louisville,  Ky.'s 
somewhat  oddly  named  Vermont  Ameri- 
can Corp.,  laughs  heartily  at  his  joke, 
flashing  a  startling  grimace  that  shows  all 
his  teeth. 

He  is  standing  beside  a  big,  hooded 
press  that  is  drawing  in  strip  steel  from  a 
huge  roll  on  one  side  and  methodically 
spitting  out  metal  circles  cut  from  it  at 
the  other.  Thomas'  joke  has  a  point:  "It 
illustrates,"  he  says,  "what  is  fueling  the 
do-it-yourself  boom." 

Which  is  important  to  Vermont 
American.  This  smallish  (1977  sales: 
$138  million)  company  makes  the  re- 
placeable saw  blades,  drill  and  router 
bits,  taps  and  dies  and  other  cutting 
edges  for  those  do-it-yourselfers'  power 
tools — and  for  the  manufacturing  sector 
of  industry  as  well.  Those  circles  piling 
up  at  Thomas'  feet  will  shortly  become 
circular  saw  blades,  a  company  mainstay. 
They  and  the  other  products  are,  simply, 
the  razor  blades  for  other  people's  pow- 
er-tool razors.  And  a  desirable  business 
they  are,  too.  Sales  were  up  30.2%  last 
year  for  Vermont  American,  38.9%  the 
year  before  that.  Return  on  equity  was  a 
hefty  27.9%  last  year.  The  stock,  3%  as 
recently  as  1975,  is  now  24. 

All  this  is  a  far  cry  from  the  Vermont 
American  Thomas  ran  a  mere  eight  years 
ago.  Then  sales  were  $35  million,  return 
on  equity  a  more  modest  9.2%  and  sales 
split  about  evenly  between  industrial 
markets  and  the  big  Sears  account  on 
which  the  Thomas  family-controlled 
company  was  founded  in  1948.  Worse, 
the  company  wasn't  going  anyplace:  The 
$34.4  million  in  1969  revenues  grew  to  a 
big  $35.8  million  in  1971. 

"That's  when  we  decided  to  get  off  our 
dead  ass,"  drawls  Larry  Schneider,  the 
short,  stylish  financial  vice  president 
standing  at  Thomas'  elbow.  The  answer, 
obviously,  was  somehow  to  get  on  that 
consumer  bandwagon. 

The  party  moves  away  from  the  press, 
down  a  long  double  row  of  semiautoma- 
tic machines,  each  clutching  a  two-foot 
stack  of  steel  circles  on  a  spindle  and 
cutting  teeth  into  them.  The  squad  of 
machines  is  tended  by  a  single  workman 


whom  Thomas  greets  by  name. 

Vermont  American  wanted  to  sell  to 
other  large  customers,  distributors  like 
American  Hardware  Supply  or  self-dis- 
tributors like  Western  Auto  Supply.  But 
first  it  had  to  give  them  reasons  to  buy. 
"We  had  the  hardware  tool  division  send 
out  trucks  with  a  complete  line  of  cut- 
ting-tool accessories  and  our  own  brand- 
name  displays  to  set  up  in  retailers' 


Toolmaker:  Vermont  American's  Lee  B. 
Thomas  Jr.  has  a  recipe  for  a  small  com- 
pany like  his — decentralize. 


stores,"  Thomas  explains.  That  was  a 
costly  way  to  get  started — Thomas  did 
not  like  to  send  salesmen  around  on  calls 
that  might  yield  orders  amounting  to 
only  $200  or  $300  apiece.  But  it  worked. 

"See,"  says  Thomas,  "after  we'd  force- 
fed  the  retail  end  a  while,  we'd  go  to  the 
wholesalers  and  say,  Look,  someone's 
going  to  get  this  business.  Who  wants 
it?'  "  The  cheerful  grimace  appears 
again.  Now,  70%  of  sales  wind  up  in  the 
consumer's  basement  or  garage,  or  on 
the  homebuilding  site. 

"Our  markets  are  expanding  about 
15%  a  year,"  says  Schneider.  "The  rest  of 
our  growth  we're  taking  out  of  other 
peoples  hides."  The  party  goes  into  the 
next  room  of  the  old  brick  factory  build- 
ing, where  the  blades  are  tempered. 
Some  hedge-trimmer  blades  are  being 
worked  by  hand  at  the  moment. 


"The  consumer  is  getting  more  sophis- 
ticated," adds  Schneider.  "And  that  mul- 
tiplies his  demand  geometrically.  You 
see,  when  he  had  a  one-speed  drill,  we 
could  just  make  him  drill  bits.  But  now 
he  buys  a  variable-speed  drill,  so  he  can 
use  larger  twist  drills,  masonry  drills, 
screwdriver  bits.  ..."  His  voice  trails 
off  happily  as  a  worker  lifts  a  basket  of 
blades  out  of  the  molten  salt  bath  in 
which  they  are  heated.  They  hang  in 
midair,  glowing  brilliant  yellow-orange 
as  if  lit  from  within,  before  being  low- 
ered into  the  dark  quenching  vat.  "And 
his  tools  wear  out  faster  on  the  composi- 
tion materials  he's  using  more  of — 
they're  real  abrasive — so  now  he's  more 
interested  in  tungsten  carbide  tipped  ac- 
cessories." Vermont  American,  it  so  hap- 
pens, is  now  a  principal  maker  of  small 
tungsten  carbide  bits. 

What  Vermont  American  is  doing  re- 
quires some  skill  but  is  not  an  unduly 
complicated  business.  What's  to  keep  a 
big  maker  of  the  tools — like  a  Black  & 
Decker,  or  even  a  Warner  &  Swasey  for 
that  matter — from  moving  in  on  little 
Vermont  American's  very  profitable 
niche?  Those  aftertax  profit  margins  of 
7%  and  that  30%  annual  growth  rate 
have  to  look  good  to  bigger  fish. 

Thomas  grimace  becomes  beatific.  He 
explains  that  Black  &  Decker  buys  some 
blades  from  Vermont  American. 
"They're  only  interested  in  something 
they  can  mass-produce  on  a  vast  scale  in 
a  centralized  system.  Large  plants  are 
necessary  to  people  like  Black  &  Decker 
for  making  the  power  packs.  But  for  us, 
each  of  our  20  plants  is  almost  a  separate 
business.  And  we  don't  want  a  plant  to 
get  over  350  people.  That's  all  the  divi- 
sion manager  can  handle  effectively. 
There's  a  big  advantage  in  close  personal 
relationship  between  the  work  force  and 
the  division  manager;  it's  what  gives  us 
bottom  cost.  When  one  of  our  divisions 
gets  too  big  to  do  that,  which  happens  a 
lot  lately,  we  split  it  into  two  divisions." 

Small  plants.  Small  towns.  Hence,  low 
cost.  Big  companies  loaded  with  vice 
presidents  and  other  kinds  of  overhead 
can't  compete. 

"In  fact,"  Thomas  goes  on,  "that  size 
limit  is  why  our  30%  growth  rate  has  to 
slow  down.  We've  found  we  can't  devel- 
op new  managers  fast  enough;  we  d  like 
to  hold  it  back  to  20%,  on  average." 

So  why  can't  a  Black  &  Decker  or 
someone  else  simply  put  a  string  of  small 
plants  around  the  country  the  way  Ver- 
mont American  does?  The  grimace  wid- 
ens playfully.  Thomas  puts  a  finger  to  his 
lips  and  glances  around.  "Shhh!"  he 
commands.  ■ 


36 


FORBES,  MARCH  20,  1978 


Today  Manny  Hanny, 
Tomorrow  The  World? 


Manufacturers  Hanover  seems  ready  to  bow  to  union  demands  that  it  throw 
J. P.  Stevens'  boss  off  the  bank's  board.  This  could  be  only  the  first  step 
in  a  union  drive  to  gain  a  major  voice  in  corporate  management. 


By  A.H.  RASKIN 

James  D.  Finley,  chairman  and  chief 
executive  officer  of  J. P.  Stevens  &  Co., 
is  apparently  about  to  become  the  first 
victim  in  a  tough  drive  by  organized 
labor  to  use  its  money-power  as  a  club  to 
force  policy  changes  by  giant  corpora- 
tions and  financial  institutions. 

Under  threat  of  pulling  close  to  a  bil- 
lion in  union  trust  funds  out  of  the  bank, 
labor  has  been  pressuring  Manufacturers 
Hanover  Trust  to  drop  Finley  from  its 
board.  The  bank,  won't  say  whether  the 
Stevens  chief  will  be  on  the  official  slate 
for  the  MH  annual  meeting  Apr.  21,  but 
a  source  close  to  the  selection  process 
says  flatly  that  a  decision  to  drop  him  has 
already  been  made  and  that  his  name 
will  not  be  on  the  slate  when  proxy 
material  is  mailed  in  mid-March.  Fin- 
leys  mostly  nonunion  textile  empire 
tops  the  AFL-CIO  hit  list  as  a  key  to 
organizing  the  Sunbelt. 

Unless  counterpressure  from  inside 
the  business  community  causes  a  rever- 
sal, labor  chiefs  will  have  a  prized  corpo- 
rate scalp  to  flaunt.  More  than  90  unions, 
plus   several   dozen   sympathetic  reli- 


gious, political  and  community  groups, 
notified  the  bank  that  they  will  close 
their  accounts  or  switch  to  other  invest- 
ment managers  unless  Finley  is 
dumped,  although  thus  far  only  two  rela- 
tively small  locals  have  transferred  con- 
trol over  more  than  $10  million  in  trust 
funds  to  other  banks  and  a  third  has 
pulled  a  $50,000  checking  account. 

When  the  mail  barrage  began  last  fall, 
the  standard  response  from  Manny 
Hanny  s  chairman,  Gabriel  Hauge,  was  a 
polite  brush-off.  In  recent  weeks,  howev- 
er, Hauge  has  taken  a  softer  line,  and  in 
phone  conversations  other  top  MH  offi- 
cials have  been  urging  the  unions  to  hold 
off  until  after  the  proxy  statement  is  out. 

But  even  eliminating  Finley  may  not 
be  enough  to  appease  labor.  All  the 
warning  letters  to  the  bank  have  insisted 
that  the  purge  list  also  include  a  second 
MH  director,  David  Mitchell,  chairman 
and  chief  executive  officer  of  Avon  Prod- 
ucts. Mitchell's  sin:  He  also  serves  on 
the  J.  P.  Stevens  board. 

The  Amalgamated  Clothing  &  Textile 
Workers  union  used  the  National  Wom- 
en's Conference  in  Houston  last  Novem- 
ber to  orchestrate  a  letter-writing  cam- 


paign demanding  that  the  Avon  board 
fire  Mitchell  unless  he  quit  his  Stevens 
directorship.  Mitchell  wrote  back  ex- 
pressing hope  that  his  detractors  were 
open-minded  enough  to  listen  to  the  oth- 
er side  and  enclosed  three  pieces  of  pro- 
Stevens  literature. 

The  effect  was  to  intensify  the  Mitch- 
ell-must-go  drive.  "He  has  aligned  him- 
self totally  with  J.  P.  Stevens  in  its  policy 
of  trampling  on  the  dignity  and  human 
rights  of  its  employees,"  orates  Ray  Rog- 
ers, Amalgamated's  highly  sophisticated 
corporate  campaign  director. 

Rogers,  a  VISTA  volunteer  in  the  days 
of  Lyndon  B.  Johnson's  war  on  poverty, 
is  applying  what  he  calls  "political  cam- 
paign technology"  to  isolating  Stevens 
from  the  entire  Wall  Street  community. 
If  MH  crumbles  under  union  bombard- 
ment, the  Amalgamated  and  its  allies 
will  pursue  a  "domino"  strategy  aimed  at 
a  rolling  attack  on  every  other  company 
tied  to  Stevens  through  interlocking  di- 
rectorates. The  next  targets  almost  cer- 
tainly will  be  New  York  Life  Insurance, 
headed  by  R.  Manning  Brown  Jr.,  a 
director  in  both  Stevens  and  Avon,  and 
The  Seamen's  Bank  for  Savings,  whose 


Power  Players:  Finley  of  J. P.  Stevens  (left);  Manufacturers  Hanover's  Hauge  (center);  Winpisinger  of  the  Machinists. 
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chairman,  E.  Virgil  Conway,  is  another 
Stevens  board  member. 

"The  unions,"  says  Rogers,  "have  ev- 
ery right  to  use  their  money  to  protect 
their  members,  especially  against  banks 
and  insurance  companies  that  are  using 
the  little  people  s  money." 

Until  recently,  most  unions  have 
steered  clear  of  using  as  a  weapon  the 
$250  billion  piled  up  in  private  pension 
reserves  or  the  $115  billion  in  state  and 
local  retirement  funds.  Roughly  $110  bil- 
lion of  the  private  funds  and  $30  billion 
of  the  public  ones  are  in  common  stocks, 
but  almost  all  the  decisions  that  put  the 
money  there  have  been  made  by  banks 
and  other  professional  counselors. 

Just  before  his  death  two  months 
ago,  Senator  Lee  Metcalf  of  Montana 
prodded  the  AFL-CIO  into  a  more  ac- 
tivist stance  by  charging  that  Wall 
Street  houses  were  pouring  union  pen- 
sion money  into  the  hands  of  labor's 
corporate  foes.  A  resolution  adopted  at 
the  federation's  biennial  convention  in 
Los  Angeles  in  December  urged  that 
"pension  plans  be  entrusted  to  financial 
institutions  whose  investment  policies 
are  not  inimical  to  the  welfare  of  work- 
ing men  and  women."  A  staff  confer- 
ence to  consider  ways  of  putting  teeth 
into  the  implied  threat  is  tentatively 
planned  for  April  or  May.  Finley  and 
Manny  Hanny  are  already  feeling  the 
heat.  Some  other  moves: 


•  The  trustees  of  the  National  Union 
of  Hospital  &  Health  Care  Employees 
pension  fund,  with  $236  million  in  as- 
sets, have  just  instructed  its  money  man- 
agers to  ban  any  investment  that  would 
aid  South  Africa  and  to  direct  "a  reason- 
able ratio"  of  the  fund  into  socially  useful 
and  desirable  programs. 

•  Senator  Howard  M.  Metzenbaum  of 
Ohio,  chairman  of  a  Senate  subcommit- 
tee on  shareholders'  rights,  has  named 
two  leaders  of  labor's  "new  wave" — Wil- 


".  .  .  Labor  is  using  money- 
power  as  a  club  to  force  cor- 
porate policy  changes  . . ." 


liam  W.  Winpisinger  of  the  International 
Association  of  Machinists  and  Douglas  A. 
Fraser  of  the  United  Auto  Workers — to 
serve  alongside  such  pillars  of  the  system 
as  John  D.  deButts  of  AT&T,  Irving  S. 
Shapiro  of  Du  Pont  and  William  M.  Bat- 
ten of  the  New  York  Stock  Exchange  on  a 
commission  to  recommend  ways  to  make 
big  corporations  "more  responsive"  to 
stockholders  and  to  the  public. 

•  California  State  Senator  John  Dun- 
lap,  head  of  a  legislative  committee  on 
investor  priorities,  is  about  to  introduce 
a  series  of  bills  calling  for  a  state  bank  as 
custodian  for  up  to  $20  billion  in  state 


employee  retirement  funds,  with  invest- 
ment to  be  guided  into  channels  that 
would  stimulate  the  California  economy 
while  keeping  public  trust  funds  away 
from  what  a  Dunlap  aide  terms  "recidi- 
vist corporate  violators"  of  the  labor 
laws,  environmental  controls  and  affir- 
mative action  guidelines.  The  California 
Federation  of  Labor  and  the  state's  pub- 
lic employee  unions  back  the  project. 

There  are,  however,  limits  to  how  far 
labor  can  go.  The  stiff  standards  of  fidu- 
ciary responsibility  put  on  fund  trustees 
by  the  Employee  Retirement  Income 
Security  Act  of  1974  (ERISA)  raise  one 
set  of  obstacles.  Winpisinger  of  the  Ma- 
chinists, who  sought  in  January  to  pull  a 
$160-million  fund  out  of  Manufacturers 
Hanover  in  protest  against  Finley's 
board  membership,  found  himself 
blocked  by  objections  from  the  fund's 
Boston  lawyers.  They  argued  that  the 
only  valid  basis  for  switching  banks  un- 
der ERISA  would  be  dissatisfaction  with 
the  MH  performance  record. 

The  issue  was  put  over  until  April,  after 
the  union  chief  had  denounced  the  legal 
opinion  as  "the  most  tortured,  ridiculous 
thing  I  ever  heard"  and  had  volunteered 
to  go  to  jail  to  test  the  law.  He  rejected  as 
intellectually  dishonest  suggestions  by 
the  employer  trustees  that  the  fund  cite 
poor  performance  as  a  reason  for  quitting 
MH  and  vowed  he  would  resign  as  co- 
chairman  of  the  fund  if  management  rep- 
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resentatives  did  not  join  with  the  union  in 
transferring  the  money  next  month. 

Winpisinger  notwithstanding,  many 
union  heads  will  continue  to  view  the 
retention  of  prestigious  investment  ad- 
visers as  a  handy  shield  against  member- 
ship complaints  of  poor  performance, 
particularly  in  periods  like  the  present 
when  the  tailspin  in  stock  prices  has 
caused  astronomic  paper  losses. 

This  consideration  makes  even  so  ac- 
tivist a  reformer  as  Fraser  of  the  Auto 
Workers  declare  that  his  members  are 
better  off  because  the  UAVV  ceded  full 
authority  over  pension  fund  investment 
to  General  Motors,  Ford  and  other  big 
employers  nearly  30  years  ago.  "The 
company  managers  of  these  funds  took 
one  helluva  bath  in  the  last  couple  of 
years,  to  the  extent  of  hundreds  of  mil- 
lions of  dollars,  but  it  doesn't  concern  us 
because  our  benefits  are  guaranteed  and 
it  is  up  to  the  companies  to  maintain  the 
solvency  of  the  funds,"  says  the  UAW 
president. 

Mobilizing  union  money  to  achieve 
union  objectives  was  used  with  extreme 
rarity  in  the  past. 

In  the  heyday  of  John  L.  Lewis  a 
quarter-century  ago,  the  United  Mine 
Workers  teamed  up  with  Cyrus  Eaton, 
the  maverick  capitalist,  to  buy  voting 
control  of  utilities  in  Cleveland  and  Kan- 
sas City.  The  goal  was  to  pressure  the 
companies  into  buying  only  union  coal, 


but  a  federal  judge  ruled  that  the  prac- 
tice constituted  illegal  self-dealing  for 
the  pension  fund.  More  recently,  how- 
ever, the  miners  induced  Duke  Power  to 
cancel  a  proposed  bond  offering  and  set- 
tle a  Harlan  County  strike  after  50  other 
unions  joined  in  a  pledge  to  invest  no 
pension  money  in  Duke  securities  until 
it  signed  with  the  UMW. 

In  1954  when  Sewell  Avery  was  resist- 
ing an  attempted  takeover  of  Montgom- 
ery Ward  by  Louis  Wolfson,  the  Team- 

^jji  .  If  Manufacturers  Han- 
over crumbles,  labor  will  pur- 
sue a  domino  strategy  . . ." 


sters  Union  invested  $1  million  of 
pension  funds  in  Ward  stock  and  let 
Avery  know  that  it  could  muster  impor- 
tant additional  support  from  trucking 
companies  and  banks  if  he  dropped  his 
long  hostility  to  unionization.  The  result 
was  a  swift  teamster  contract — and  cast- 
ing of  the  union's  proxies  for  Avery. 

There  is  a  lively  debate  within  the 
unions  now  as  to  whether  this  potential 
power  shouldn  t  be  used  more  aggres- 
sively. A  handful  of  unionists  like  Mel 
Rubin,  one  of  nine  union  trustees  of 
the  $250-million  Southern  California 
Food  Pension  Fund,  declare  that  it  is 


time  for  labor  to  think  in  terms  of  "a 
new  participatory  role  rooted  in  owner- 
ship." Samuel  Meyers,  president  of  a 
small  New  York  local  of  the  UAW,  goes 
still  further.  He  wants  unions  to  con- 
sider how  they  can  pool  their  pension 
holdings  to  purchase  outright  control  of 
corporations  whose  policies  are  "vio- 
lently antilabor." 

A  book  soon  to  be  published  by  two 
radical  economists,  Jeremy  Rifkin  and 
Randy  Barber,  foresees  the  flight  of 
industry  from  the  union  heartland  in 
the  Northeast  and  Midwest  as  forcing 
labor  and  the  administrators  of  public 
pension  funds  to  make  common  cause 
in  using  their  assets  to  take  over  own- 
ership of  the  means  of  production  of  16 
northern  states. 

Only  a  few  union  men  regard  the  anti- 
Stevens  campaign  as  the  opening  wedge 
in  a  drive  to  grab  operating  control  from 
management.  Murray  H.  Finley,  presi- 
dent of  the  Amalgamated,  emphasizes 
that  his  union's  marshaling  of  money 
pressure  against  Stevens  is  not  intended 
to  erase  the  dividing  line  between  labor 
and  capital. 

"This  is  simply  one  tool,  with  interest- 
ing potentialities,"  he  says.  "If  lenders 
get  sour  on  Stevens,  that  could  be  as 
powerful  as  any  consumer  action  in 
bringing  this  notorious  breaker  of  the 
labor  laws  to  respect  the  human  rights  of 
Stevens  employees."  ■ 
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The  creative  electric  company  makes 
batteries  that  run  on  air. 


That's  right,  on  air.  Gould's  new 
Activair™  battery  actually  uses  the  air 
we  breathe  as  one  of  its  active  ingre- 
dients. The  result  is  a  battery  that  lasts 
twice  as  long  as  conventional  button 
cells.  Which  means  that  hearing  aids, 
electronic  watches,  calculators,  etc. 
can  run  twice  as  long  between  battery 
changes. 

But  longer  life  is  only  part  of  the 
story.  Activair  has  virtually  eliminated 
the  battery  shelf-life  problem  because 
each  cell  is  sealed  until  it's  put  to  work. 
And  the  Activair  maintains  a  more 


constant  voltage  over  its  entire  lifetime, 
unlike  conventional  batteries  that  start 
losing  voltage  from  the  minute  they're 
made. 

As  electricity  becomes  a  larger 
source  for  meeting  our  nation's  energy 
requirements,  Gould's  growth  oppor- 
tunity in  electrical  equipment  will  surely 
increase.  We  concentrate  on  products 
that  transmit,  distribute,  store,  control 
and  convert  electrical  energy. 

In  fact,  over  70%  of  our  business  is  in 
these  areas.  So  the  electric  economy 
provides  a  firm  base  for  our  growth. 


Our  commitment  to  product  devel- 
opment and  management  performanc 
assures  a  continuation  of  our  record 
growth. 

If  you'd  like  to  know  more  about  the 
new  Gould,  please  write  Gould  Inc., 
Dept.  F-A-3,  10  Gould  Center, 
Rolling  Meadows,  Illinois  60008. 


->  GOULE 


Emerson  Electric:  Efficiency 
lsn*t  A  Goal;  It's  A  Religion 

A  rare  closeup  look  at  one  of  the  most 
successful  companies  in  the  U.S.,  at  the 
man  who  built  it  and  his  handpicked  heir. 


By  PHYLLIS  BERMAN 
with  Richard  Greene 

This  is  a  story  about  an  impressive  com- 
pany, but,  underneath,  it  is  the  story  of 
three  tough,  driven  men  and  how  they 
interacted.  Wallace  R.  (Buck)  Persons, 
68,  is  a  former  football  coach  and  electri- 
cal engineer  who  left  Lincoln  Electric  to 
head  Emerson  Electric  Co.  in  the  early 
Fifties  when  it  had  sales  of  just  $45  mil- 
lion and  was  in  deep  trouble.  The  second 
character  is  Charles  F.  (Chuck)  Knight,  a 
lean,  handsome  man  of  42  who  took  over 
Persons'  job  at  age  37.  And  finally  we 
have  Chuck  Knight's  father,  Lester,  72, 
owner  of  the  international  consulting 
firm  that  bears  his  name.  The  elder 
Knight,  who  never  actually  worked  for 
Emerson,  nevertheless  played  an  impor- 
tant role  in  its  growth.  The  action  and 
interaction  of  the  three  men  on  each 
other  explains  a  good  part  of  the  success 
that  has  built  Emerson  Electric  into  a 
$1.8-billion  company  whose  growth  and 
profitability  are  the  envy  of  U.S. 
industry. 

St.  Louis-based  Emerson  is  a  truly 
unusual  outfit.  It  remains  a  growth  com- 
pany in  a  time  when  few  large  companies 
can  still  claim  the  title.  Lay  a  ruler  on  a 
chart  of  Emerson's  earnings  per  share 
running  back  to  1957:  a  few  peaks  but  no 
outstanding  dips,  and  by  and  large  the 
line  ascends  smoothly  at  an  almost  mo- 
notonously steady  rate — not  only  year  by 
year  but  quarter  by  quarter.  It  is  almost 
too  good  to  be  true.  Only  it  is  true.  In 
the  fiscal  year  that  ended  last  Septem- 
ber, Emerson  earned  $2.47  a  share  on 
sales  of  $1.8  billion.  That  was  a  gain  of 
21%  in  profits  and  19%  in  sales.  For 
Emerson  it  was  hardly  an  extraordinary 
year.  In  the  first  quarter  of  fiscal  1978, 
earnings  per  share  were  ahead  19.6% 
and  sales  22.3%. 

Here  is  a  company  with  a  relentless, 
almost  heartless  devotion  to  the  true  bot- 
tom line:  return  on  investment.  Buck 
Persons  has  been  compared  to  the  late 


Vince  Lombardi.  Emerson's  motto,  to 
paraphrase  Lombardi,  might  well  be:  Ef- 
ficiency isn't  everything;  it  is  the  only 
thing.  Here  is  a  company  that  does  not 
hesitate  to  throttle  back  sales  growth  in 
the  interests  of  a  higher  return  on  cap- 
ital. Control,  discipline,  tough-minded 
decision-making  are  hallmarks  of  Emer- 
son. And  the  payoff  is  a  five-year  average 
return  on  capital  of  17.7%  that  placed 


Emerson  well  up  in  the  ranks  of  large 
manufacturing  companies  in  Forbes' 
Annual  Report  on  American  Industry. 

It  takes  an  extraordinarily  driven  man 
to  maintain  this  kind  of  momentum,  and 
Chuck  Knight  is  driven  indeed.  How  did 
he  get  that  way?  What  makes  Chuck 
Knight  run?  Forbes  asked  him.  He  re- 
called the  summer  his  father  drove  him 
to  Orillia,  Canada  to  work  in  a  foundry 


Controlled  Energy:  The  overwhelming  impression  Chuck  Knight  gives 
is  of  controlled  energy — taut  and  ready  to  spring. 
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Why  not?  Knight  knew  the  company 
intimately  at  the  highest  level.  He  d 
been  on  the  board  of  its  largest  division, 
Emerson  Motor  Division,  an  electrical 
motor  manufacturer,  for  over  four  years. 
He  was  eminently  qualified  in  every  re- 
spect: forceful,  intelligent,  handsome, 
with  an  impeccable  background — like 
Persons  himself,  an  avid  wildlife  hunter 
and  football  player — a  Cornell  M.B.A., 
management  andj^'ngineerinK  consultant 
for  such  U.S.  companies  as  Caterpillar 
Tractor  and  Standard  Oil  of  Indiana 

At  first  Chuck  Knight  turned  down 
offer.   The   problem   was   that  Lie1 
Knight  had  sold  his  company  to  his  < 
five  vears  before.   How  could  Ch 


an 

M 
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over.  Lester  and  I  are  great  chums;  we 
even  play  golf  together.  " 

Having  stood  up  to  his  own  father, 
Knight  now  had  another  strong,  talent- 
ed older  man  to  deal  with.  It  wasn't 
an  easy  situation.  "Chuck  accepted  the 
fact  that  we  didn't  want  somebody  to 
come  in  here  and  overhaul  Emerson's 
whole  management  system,"  says  Per- 
sons. "Improve  it,  that's  okay,  but  not 
say,  as  many  of  the  potential  candi- 
dates did:  I'll  come  in  for  six  months 
and  then  I'll  let  you  know  what  I'm 
oing  to  do.' 

"I  didn't  revolutionize,"  admits  Chuck 
night.  "I'm  sure  that's  one  of  the  rea- 
bns  I  was  chosen."  Yet  Knight  is  ambiv- 


Forceful  Persons:  Buck  Persons  was  strong  enough  and  clever  enough  to  make 
Emerson  run  like  a  Swiss  watch.  He  found  a  successor  who  promises  to  do  the  same. 


owned  by  one  of  Lester  Knight's  clients. 

"Everything  that  happened  to  me  that 
summer  is  as  vivid  as  if  it  happened 
yesterday,"  he  recalls.  "I  simply  wasn't 
prepared  for  the  experience.  Not  social- 
ly, not  worlcwise,  not  in  any  way.  The 
feet  that  I  survived  that  summer  has 
always  been  a  miracle  to  me.  It  has 
structured  my  personality,  given  me  the 
confidence  to  take  on  anything."  Sink  or 
swim.  Somehow,  the  adolescent  swam. 

Chuck  Knight  pauses  for  a  minute:  "I 
always  thought  the  old  man  was  lucky 
that  something  didn't  happen  to  me 
when  I  was  up  there."  Knight's  teenage 
years  were  filled  with  more  of  the 
same — summers  spent  working  in  Ar- 
gentina, Switzerland — but  that  summer 
of  his  16th  year  in  Canada  was  his  bap- 
tism by  fire. 

What  the  elder  Knight  apparently 
failed  to  consider,  however,  was  that 
once  his  son  was  self-sufficient,  that  in- 
dependence would  affect  him  as  well.  At 
21  Chuck  Knight  decided  to  marry 
Joanne  Parrish,  who  is  the  mother  of  his 
four  children.  The  elder  Knight  was  op- 
posed to  the  early  marriage.  Chuck  went 
ahead  and  got  married  and  supported  his 
young  family  while  he  was  in  Cornell 
University's  business  school  by  coaching 
freshman  football,  teaching  plumbing  at 
Cornell's  hotel  school  and  graphics  at  the 
engineering  school. 

After  graduation,  24-year-old  Knight 
went  to  Zurich  to  oversee  Lester  B. 
Knight's  European  operations.  Even 
then,  however,  the  elder  Knight  didn't  let 
upon  his  son.  In  1963,  after  he  had  been  in 
Europe  for  four  years,  Chuck  got  a  cable 
from  his  father:  "Be  in  St.  Louis  Monday 
morning  or  you're  off  the  payroll.  " 

That  same  Monday,  Knight  reported 
to  his  first  U.S.  client:  Emerson  Electric. 
Over  the  next  dozen  years  he  would 
spend  over  one-fourth  of  his  time  con- 
sulting for  Emerson  and  Buck  Persons, 
who  was  already  something  of  an  indus- 
trial legend.  Arriving  at  Emerson  in 
1954,  Persons  had  moved  it  from  a  prob- 
lem-ridden maker  of  understyled,  over- 
engineered  fans  into  a  company  able  to 
compete  with  General  Electric. 

Persons  redesigned  the  fans  and  then 
the  whole  company — with  the  help  of 
consultant  Lester  B.  Knight  and  others. 
He  set  in  place  an  elaborate  planning 
system.  "I  was  a  hands-on  manager,  in 
every  detail,"  Persons  recalls.  "He  ran  a 
one-man  show,"  says  E.  Lawrence 
(Larry)  Keyes,  now  Emerson's 
president. 

By  the  early  1970s  Buck  Persons  had 
built  a  big  company,  but  he  had  one  big 
problem:  succession.  Says  Keyes,  his  ad- 
ministrative assistant  for  five  years, 
That  problem  consumed  him."  With 
the  help  of  Lester  B.  Knight  &  Associ- 
ates, Persons  reviewed  150  potential 
candidates  over  a  two-year  period.  The 
final  choice:  Chuck  Knight  himself. 


Knight  abandon  his  own  business  to 
work  for  somebody  else? 

But  in  time  Knight  realized  that  Em- 
erson was  an  opportunity  he  couldn't 
pass  up.  In  1973,  at  37,  he  became 
Emerson's  president,  and  the  following 
year  its  CEO.  Says  Knight,  "My  father 
was  nice  enough  to  leave  an  opening  for 
me  to  come  back  to  the  business  within 
three  years." 

That  deadline  has  long  passed.  Lester 
Knight  created  the  perfect  manager. 
Buck  Persons  took  him  away. 

Lester  Knight  was  bitter,  says  Per- 
sons. "It  really  was  rough  at  first.  Lester 
went  around  telling  anyone  who  would 
listen  to  him  that  I  had  really  turned  the 
tables  on  him.  But  todav  it  has  blown 


alent  on  that  point.  He  gives  full  credit 
to  Buck  Persons  but  wants  no  mistake 
made  about  his  own  contributions:  evo- 
lutionary, if  not  revolutionary,  changes 
in  the  company's  basic  planning  system 
as  well  as  more  substantial  changes  in  its 
international  operations  and  a  reposi- 
tioning of  its  basic  business  in  the  U.S. 
More  than  that,  he  brought  to  the  com- 
pany the  energy'  a  young  man  can  bring 
to  his  job,  the  kind  of  drive  that  had  been 
missing  in  Persons'  last  years. 

Chuck  Knight's  greatest  contribution 
to  the  company  is  his  cool,  rational  mind, 
his  ability  to  anticipate  problems  lurking 
in  the  corporate  woodwork.  Today 
Knight  spends  half  of  his  time  on  corpo- 
rate planning;  he  attends  almost  all  the 
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divisional  planning  conferences  of  Emer- 
son's 42  profit  centers. 

Emerson's  planning  sessions  are 
among  the  most  sophisticated  in  U.S. 
industry.  The  planning  is  done  within  a 
broad  strategical  framework  that  calls  for 
doubling  earnings  every  six  years,  which 
is  an  average  of  12.5%  earnings  gain 
every  year;  no  more  than  10%  of  rev- 
enues from  defense;  no  more  than  20% 
to  25%  from  international;  and  $200-mil- 
lion  worth  of  new  products  to  be  devel- 
oped through  corporate  research  and  de- 
velopment by  1980. 

Knight's  attention  to  detail  would  dcij 
credit  to  Harold  Geneen.  Each  division 
is  required  to  complete  fat  planning^ 


buy  that.  He  said  the  market  would  be 
growing  at  the  rate  of  4%."  So  Browning 
had  a  problem. 

Like  every  division  president,  he  is 
expected  to  come  up  with  substantial 
growth  each  year,  no  matter  how  slowly 
his   base   market   expands.   This  year 
Browning's  target  is  15%  growth.  "We 
don't  plan  like  GE,"  says  William  But- 
ledge,  vice  chairman  of  the  board,  and  a 
former  GE  employee-gjThere's  no  such 
thing  as  harvesting  a  business  around 
here.    In  short,  Bob  Browning  couldn't 
jusi  say:  "Be  happy.  Chuck,  with  the 
<*   .)f;N  we  are  ahead)  throwing  off."  That 
HHno  response  at  all  at  Emerson.  Failing 
^to  meet  the  15%  goal  could  jeopardize 


Father  &  Son:  In  1 966  a  youthful  Chuck  Knight  (left)  was  Number  Two 
in  dad's  company.  He  left  to  be  Number  One  elsewhere. 


books  detailing  every  one  of  its  prod- 
ucts— its  sales,  profits,  market  possibili- 
ties and  growth  opportunities. 

Browning  Corp.  is  one  of  the  42  profit 
centers,  a  92-year-old  industry  leader  in 
mechanical  power  transmission  equip- 
ment like  speed  reducers,  gears  and  belt 
drives.  Last  January  Knight  was  in  its 
Spartan  offices  (which  sit  in  the  shadow 
of  the  Appalachians  in  tiny  Maysville, 
Ky.)  for  the  most  important  of  about  25 
meetings  in  which  executives  of  each 
division  participate  throughout  the  year. 

"Chuck  and  I  were  trying  to  thrash  out 
how  fast  we  could  expect  our  markets  to 
grow,"  says  Bob  Browning,  president  of 
Browning  Corp.  "I  estimated  they'd 
grow  about  2.6%  next  year.  Chuck  didn't 


Bob  Browning's  incentive  payment — 
which  can  be  more  than  two-thirds  of  his 
base  salary. 

It  is  not  unusual  for  men  like  John 
Burge,  president  of  Emerson's  Electron- 
ics and  Space  Division,  or  Bob  Browning 
of  Browning  Corp.  to  earn  70%  of  their 
base  salary  as  an  additional  incentive 
payment.  Both  did  so  last  year.  Lower 
down  in  the  corporate  structure  the  sys- 
tem works  the  same  way.  One  young 
executive  in  Burge  s  division  last  year 
earned  a  base  salary  of  $48,000;  on  top  of 
that  he  got  another  $33,000  bonus. 

But  how  do  you  get  a  15%  sales  gain 
out  of  a  4%  market  growth?  Browning 
can  count  on  an  additional  6%  growth  by 
price  increases,  but  that  is  still  only  10% 


growth,  5%  short  of  his  goal.  The  short- 
fall is  what  the  company  calls  the  gap, 
and  Bob  Browning  must  present  a  choice 
of  "gap  fillers  to  Knight.  Among  Brown- 
ing's gap  fillers  this  year:  the  addition  of 
over  ten  salesmen,  a  new  distribution 
warehouse  in  the  South  and  an  extension 
of  one  product  line — enclosed  gears  for 
high-stress  machinery. 

Browning  s  specific  problems  are,  in 
essence,  the  same  as  those  of  the  parent 
company.  Nearly  70%  of  Emerson's  rev- 
enues are  derived  from  its  domestic  core 
businesses  which  are  in  mature  indus- 
tries; in  fact,  the  average  growth  of 
Emerson's  core  from  1965  to  1975  was 
only  7.9%.  To  keep  the  company  grow- 
ing faster  than  that,  it  is  Bob  Browning's 
job  to  gain  market  share  by  capitalizing 
on  his  competitors'  weaknesses  or  identi- 
fying new  market  niches  where  he  can 
compete  profitably. 

Even  such  rigorous  advance  planning 
doesn't  fill  all  the  holes,  however.  In 
which  case,  Emerson  resorts  to  its  well- 
known  contingency  planning — ABC 
budgeting — which  forces  divisions  to 
make  and  stick  to  prearranged  budgets 
in  case  sales  droop  (see  box,  p.  44).  That 
kind  of  discipline  helped  Emerson 
through  the  last  recession  even  though 
all  contingency  plans  were  thrown  out 
the  window.  In  fact,  by  gearing  the 
whole  company  toward  8%  aftertax  profit 
margin,  Emerson  actually  got  a  4%  in- 
crease in  profit  on  a  1%  dip  in  sales  in  the 
recession  of  1975. 

There  are  many  Persons'  policies 
Knight  has  not  changed.  For  example, 
there  is  still  a  strong  emphasis  on  keep- 
ing plants  small,  decentralized  and  non- 
union. Today  Emerson  has  95  domestic 
plants — mainly  in  rural  areas  (not  just  in 
the  South  but  across  the  U.S.) — usually 
with  fewer  than  1,000  employees  and 
81%  of  them  nonunion. 

This  clear  preference  for  establishing 
plants  out  of  northern  urban  areas  was 
once  called  Persons'  "Southern  Strate- 
gy." This  is  a  touchy  subject  with  Knight 
because  it  implies  that  Emerson  has  the 
cheapest  labor  in  its  markets.  That's  not 
the  explanation  for  the  company's  prefer- 
ence for  smallish  plants  in  small  southern 
towns.  Costs  are  lower  there  and  it's 
easier  to  keep  the  unions  out. 

"It  became  apparent  that  certain  prod- 
ucts were  just  never  going  to  compete  in 
a  community  like  St.  Louis,"  says  Per- 
sons. "So  we  eventually  got  all  our  com- 
mercial products  out  into  the  South  and 
left  highly  technical  things  in  the  shop  in 
St.  Louis.  Jack  C.  Bohrbaugh,  Emer- 
son's vice  president  for  labor  relations, 
says:  "We  knock  unions  and  we  knock 
them  hard,  because  they're  cheafing  on 
us.  They  come  in  and  promise  the  moon. 
One  of  their  favorite  ploys  is  to  talk  about 
job  security.  And  we  say,  'Well,  lets 
look  at  where  the  UAW  has  been  on  the 
scene.'  Look  at  our  USEM  [electrical 
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The  ABC's  Of  Budgeting 


Even  Emerson  Electric  Co.'s  meticulously  made  plans 
occasionally  go  awry.  Last  year  it  looked  as  if  three  divisions 
weren't  going  to  make  their  growth  targets.  Enter  Emer- 
son s  renowned  "ABC"  budgeting  system. 

Less  than  Holy  Writ,  perhaps,  but  far  more  than  a 
gimmick,  the  ABC  system's  simply  a  way  of  forcing  divi- 
sions to  make  contingency  plans  in  case  sales  slip  from 
projections.  Divisions  all  start  the  budget  year  on  "AHk 
budgets  and,  if  they  remain  on  course,  stay  there.  If  there 
are  signs  of  sales  slipping  up  to  10%,  a  "B"  budget  is 
introduced,  calculated  to  cut  expenses  enough  to  meet  the 
original  profit  objectives  on  lower  sales.  If  a  division  is  in 
real  trouble,  the  "C"  budget  is  brought  in,  drastic  pruning 
takes  place  and  efforts  are  made  to  optimize  profits. 

Last  year  Emerson  s  commercial  lighting  division,  Day- 
bright,  was  subjected  to  the  rigors  of  a  "C"  budget.  In  fiscal 


year  1977  the  slump  in  nonresidential  construction  com- 
bined with  the  energy  crunch  to  cripple  the  division.  By 
January  1977  division  President  James  Ramsey  could  see 
trouble  ahead.  Sales,  originally  budgeted  for  about  $50 
million,  were  already  off  5%  from  plan.  In  April  the  "C" 
budget,  made  final  in  July  1976,  was  brought  in. 

Daybright  needed  cost  reductions  of  at  least  $1  million. 
The  division  closed  its  45,000-square-foot  plant  in  St.  Louis, 
which  made  hospital  lighting  and  exit  signs,  and  its  assem- 
bly operation  in  Sunnyvale,  Calif,  which  made  standard 
lighting  fixtures  Jioth  were  consolidated  into  a  Tupelo, 
Miss,  operati'  '•■  bright  also  dropped  over  100  unprofit- 
able items.  TheseVHts  resulted  in  the  loss  of  250  jobs  in 
St.  Louis  and  another  40  in  Sunnyvale.  Net  results:  over  $1 
million  in  cost  reductions  and  a  repostured  company. 

— R.C. 


motors]  plant  at  Milford,  Conn,  that  was 
unionized.  Because  of  a  runaway  incen- 
tive program  they  were  getting  their 
money  with  half  a  day's  labor.  And  we 
couldn't  live  with  that.  The  plant  just 
priced  itself  out  of  the  market.  So,  we 
just  dispersed  its  operations  to  other 
plants."  He  adds  quickly:  "Okay,  if 
there  s  a  threat  in  that,  so  be  it.  But  we 
don't  close  down  plants  because  they're 
union." 

Much  as  the  unions  object  to  Emer- 
son's policies,  they  have  not  been  able  to 
pin  any  serious  charges  on  the  company. 
Of  48  union  elections  at  Emerson  plants 
in  the  last  ten  years,  there  have  been 
only  five  objections  by  unions,  of  which 
only  one  has  been  upheld.  Almost  all 
unionized  plants  are  those  that  were  ac- 
quired. According  to  H.P.  Smith  of  Kid- 
der, Peabody,  Emerson's  wage  costs  are 
13%  below  the  rest  of  the  industry  and  a 
full  16%  below  competitors  like  CE  and 
Westinghouse.  This  is  a  major  factor  in 
Emerson's  ability  to  compete  profitably 
with  those  far  bigger  outfits. 

Under  Persons,  virtually  all  new  prod- 
uct development  came  either  directly 
from  divisions'  coffers  or  through  a  cap- 
tive venture  capital  company.  Unfortu- 
nately, few  products  were  produced  that 
way.  But  Knight  came  up  with  a  program 
to  fund  new  developments  with  corpo- 
rate money.  One  result  was  the  low- 
priced  Beaird-Poulan  chain  saw.  Beaird- 
Poulan  was  an  acquisition,  a  small  maker 
of  chain  saws  that  lacked  a  full  product 
line.  The  corporate  money,  $6.5  million 
of  it,  produced  a  $79.95  machine  that 
made  the  new  division  fully  competitive 
and  pushed  its  market  share  from  under 
17%  to  24%  in  consumer  chain  saws. 

Knight  also  put  more  emphasis  on  a 
management  development  program. 
Persons  simply  waited  for  talented 
young  men  to  "bubble  up"  to  the  top. 
Like  everything  else  that  Knight  does, 
spotting  new  talent  is  a  coldly  efficient 
procedure.  More  than  500  corporate  and 
division  staff  members  are  continually 


rated  on  a  color-coding  system  which 
measures  potential  and  performance  in 
their  present  job.  Lucky  "double 
greens"  get  a  go-ahead  on  both  counts, 
which  means  they'll  be  invited  to  St. 
Louis  to  meet  and  dine  with  Chuck- 
Knight.  At  the  bottom  are  "red-red, 
which  means  dead-dead,"  says  Knight. 

One  area  where  Knight  has  made  a 
particular  mark  is  in  international  oper- 
ations. "Persons  was  apprehensive  about 
the  international  market,"  says  Larry 
Keyes.  Knight,  having  started  his  profes- 
sional career  in  Europe,  felt  differently. 
One  of  his  first  moves  was  to  replace  the 
former  vice  president  for  international 
operations.  He  made  every  divisional 
president  accountable  for  the  products 
he  marketed  abroad.  In  13  countries  in 
1973,  today  Emerson  sells  its  products  in 
double  that  number  of  countries.  Knight 
has  targeted  $500  million  from  interna- 
tional sales  by  1980.  "And  that's  a  chick- 
en target,"  he  says.  Chicken  target? 
While  he  has  pushed  Emerson  further 
into  the  international  arena,  like  Per- 
sons, Knight  is  averse  to  exposing  Emer- 
son to  serious  risks  overseas.  Whenever 
possible,  he  has  tried  to  limit  his  expo- 
sure abroad  by  exporting  U.S.  manufac- 
tured goods.  "If  we  had  to  close  any  one 
of  our  97  footings  abroad  [a  footing  is 
anything  from  a  single  salesman  to  a  full 
manufacturing  facility],  the  auditors 
wouldn't  even  make  us  put  it  in  the 
annual  report  as  a  footnote,  says 
Knight.  "But  the  gut  question  is  when 
we'll  have  to  take  more  risk  and  invest 
more  abroad.  As  far  as  I  can  tell,  that 
won't  happen  until  we  reach  $750  mil- 
lion in  international  sales."  That  gives 
Knight  a  good  five  years. 

Knight  faces  some  of  the  same  risk  in 
his  defense  business.  Emerson  was  badly- 
burned  in  1969  when  the  government 
canceled  its  Cheyenne  helicopter  pro- 
gram, knocking  out  $75  million  in  sales 
in  one  day. 

The  lesson  has  not  been  forgotten. 
After  exploring  the  possibility  of  selling 


off  all  defense  operations,  it  was  finally- 
decided  that  diversification  would  give 
the  company  some  degree  of  safety.  To- 
day defense  operations  are  spread  over 
40  major  programs  including  the  TOW 
missile,  an  antitank  weapon  system;  the 
F-5  radar  system,  which  is  a  family  of  fire 
control  radar  instruments;  and  naval 
twin-gun  mounts  for  intercoastal  type 
defense  craft. 

John  Burge,  president  of  defense  op- 
erations, says  candidly:  "Sure  we  wor- 
ried about  Carter's  stand  on  the  sales  of 
foreign  arms.  So  we  had  a  team  of  ten 
people  in  Washington — and  what  they 
concluded  is  that  Carter  would  push  de- 
fensive weapons  like  our  TOW  missile 
launcher  and  he  did  just  that." 

Every  growth  company  eventually  set- 
tles into  middle  age.  Seventy  percent  of 
Emerson's  U.S.  domestic  commercial 
operations  are  in  mature  industries. 
How  do  you  get  15%  growth  a  year  out  of 
a  company  with  that  much  in  mature 
business?  Answer:  by  pushing  the  com- 
pany into  new  areas — specifically  utility 
distribution,  electrical  connectors,  pro- 
cess control  and  telecommunications. 
Knight  identified  these  areas  as  strate- 
gic, and  he's  already  gotten  a  base  in 
three  of  them  with  the  purchase  of  $41- 
million  Rosemount  in  1976,  $118-million 
A.B.  Chance  in  1975  and  a  recent  offer 
for  Avantek.  Knight  is  banking  on  these 
acquisitions  to  reposition  his  core  busi- 
ness. -Over  the  next  five  to  seven  years, 
he  aims  to  flesh  out  these  faster-growing 
new  areas. 

But  future  acquisitions  may  be  more  of 
a  problem.  For  years,  Wall  Street  recog- 
nized Emerson's  unique  record,  and  re- 
warded it.  In  the  Nifty  -Fifty  days,  it  had 
a  multiple  as  high  as  38.  Emerson  shares 
have  fared  better  than  most  of  the  old 
one-decision  growth  stocks,  thanks  in 
good  part  to  continued  good  earnings 
gains,  but  now  sell  for  only  about  11 
times  probable  1978  fiscal  year  earnings. 
In  a  market  where  the  Dow  industrials 
are  priced  at  an  average  of  eight  times 
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earnings  this  isn't  bad,  but  it  isn't  as  good 
as  it  used  to  be,  and  it  hurts  Emerson's 
ability  to  make  advantageous  acquisi- 
tions for  stock.  Says  one  analyst:  "Emer- 
son's P/E  has  been  its  most  important 
product. " 

Here  s  why:  Of  1977  revenues,  a  full 
45%  can  be  traced  to  acquisitions  made 
in  the  last  ten  years.  Knight  has  doubled 
the  company's  size,  making  17  acquisi- 
tions since  1973,  twice  as  many  as  were 
made  in  the  previous  five.  When  you 
make  acquisitions  with  a  stock  that  sells 
for  30  times  earnings — as  Emerson's 
usually  did — you  are,  in  effect,  payiruJ 
with  money  that  costs  you  only  3,3%jB 
Thus  if  you  buy  a  company  that  is  earn- 
ing, say,  10%  on  the  purchase  price, 
there  is  no  earnings  dilution;  to  the  con- 
trary, the  acquisition  immediately  en- 
hances earnings  per  share.  While  the 
decade's  acquisitions  contribute  45%  of 
earnings,  they  probably  received  less 
than  20%  of  Emerson's  stock. 

Of  course,  Knight  could  change  policy 
and  begin  buying  companies  for  cash. 
Emerson  has  very  little  debt — just  over 
10%  of  capitalization — and  cash  for  ac- 
quisitions could  be  borrowed;  borrowed 
money  is  cheap  money  since  the  interest 
is  a  tax  deduction.  But  Knight  says  he  is 


not  interested  in  getting  Emerson  heav- 
ily into  debt.  Not  that  he's  totally  against 
cash  acquisitions.  Knight  is  willing  to  go 
into  debt  up  to  15%  of  capitalization.  He 
says,  "We  could  leverage  ourselves  but 
we  don't  want  to.  We  already  have 
enough  investment  opportunities  to 
meet  our  growth  objective  of  12.5%. 
We're  never  going  to  be  caught  in  the 
kind  of  fixed-cost  squeeze  in  which  oth- 
ers found  themselves  in  1975.  Then 
earnings  would  drop,  and  so  would  our 
multiple.  Consistency  isn't  everything  to 
oijr  multiple  but  it  certainly  helps." 
BK night  is  sensitive  about  others'  per- 
P^)tion  of  how  that  consistency  is  ob- 
tained. "There's  an  insinuation  we're 
playing  with  reserves.  Well,  hell,  in 
1975  our  reserves  at  the  end  of  the  year 
were  higher  than  at  the  beginning  of  the 
year."  All  of  which  means  that  to  grow 
Emerson  will  have  to  work  even  harder 
on  its  core  businesses.  But  there  is  a 
crucial  question  that  Knight  refuses  to 
answer:  If  the  core  was  growing  at  7.9% 
between  1965  and  1975,  then  how  fast  is 
it  growing  today?  Fast  enough  to  give 
the  company  at  least  12.5%  growth?  Cer- 
tainly the  pressure  is  on  him  to  do  so, 
because  as  President  Larry  Keyes  ad- 
mits, "We're  realists  and  there  are  some 


companies  in  which  the  market  dynam- 
ics just  aren't  there — and  Superman  isn't 
going  to  get  them  there.  "  Put  it  this  way: 
Since  its  multiple  has  weakened,  one  of 
the  strengths  diat  made  Emerson  a  su- 
percompany  in  the  past  has  diminished. 
It  still  has  the  other,  the  internal 
strengths.  And  under  Chuck  Knight 
these  are  scarcely  being  neglected. 

While  young  Chuck  Knight  is  wres- 
tling with  such  problems,  Buck  Persons 
is  having  the  time  of  his  life.  He  goes  to 
Florida  in  the  winter.  He  has  played  all 
the  championship  golf  courses  in  Scot- 
land. He  goes  to  Africa  on  safari.  Occa- 
sionally he  comes  into  the  office;  he's  the 
manager  of  Emerson's  pension  fund.  A 
fortunate  man,  he  did  everything  right — 
right  down  to  his  own  succession. 

Lester  Knight,  who  did  everything 
right  but  to  excess,  is  still  running  his  25- 
million-a-year  consulting  firm,  one  of  the 
largest  in  the  world.  But  he  may  finally 
have  a  successor.  Lester  B.  Knight  HI, 
Chuck  Knight's  son,  is  now  19  years  old 
and,  like  his  father  and  granddad  before 
him,  a  student  at  Cornell.  Chuck  Knight 
says  bluntly,  "I  have  never  put  the  pres- 
sure on  my  son  that  my  father  did  on 
me."  Still,  Lester  Knight  has  his  eye  on 
his  namesake.  ■ 


Inch  By  Painful  Inch 


Emerson  Electric  s  history  dates  back  87  years.  It  sold 
the  very  first  electric  fan  in  the  U.S.  and  for  decades  it 
remained  a  leader  in  that  field.  But  after  World  War  II, 
larger  companies  like  GE  and  Westinghouse  moved  in  on 
Emerson.  By  the  mid- Fifties,  newly  appointed  chairman 
Buck  Persons  was  caught  in  the 
classic  price-cost  squeeze;  and 
he  was  losing  the  battle. 

In  1955  to  meet  his  competi- 
tors' cost  cuts  would  have  meant 
$1.2  million,  and  higher  material 
prices  another  $800,000.  That 
would  have  eaten  up  the  previous 
year's  entire  profit,  just  $2  mil- 
lion in  1954  That  was  the  birth  of 
Emerson's  now  sophisticated 
cost-savings  program.  Typically, 
Emerson  gets  those  savings  inch 
by  inch,  yard  by  yard. 

"We  are  the  low-cost  produc- 
er," brags  Knight,  "in  every 
product  we  make."  Analysts  re- 
cently have  seen  a  shift:  They 
believe  Emerson  will  sacrifice 
the  market  share  it  used  to 
prize  to  gain  profitability.  Emer- 
son says  that  these  cost  reduc- 
tions give  it  the  flexibility  to  go 
after  either  market  share  or 
profitability. 

How  do  they  get  these  cost 
reductions?  One  method — called 
value  analysis — is  a  systematic 
review  of  all  their  products  to 
look  for  unnecessary  costs  which 


Gears:  A  passion  for  cost-cutting. 


can  be  eliminated  and  material  savings  which  can  be  made. 

In  A.B.  Chance's  standard-item  utility  product  business, 
there  is  little  chance  to  raise  prices  above  industry  levels 
because  products  are  sold  on  bid  to  utility  purchasing 
agents  who  always  select  the  lowest  price.  But  a  new  design 
for  its  utility  pole  anchor  allows 
Chance  to  be  a  stronger  competi- 
tor in  that  market  by  passing 
along  its  cost  savings.  The  new 
anchor,  less  complicated  and  less 
bulky,  costs  30  cents  less  to  pro- 
duce than  the  original  product. 

Alco,  acquired  in  1969,  has 
moved  into  a  strong  leadership 
position  in  the  air-conditioning 
and  refrigeration  valve  market. 
Alco's  refrigeration  valve  for  heat 
pumps  was  recently  redesigned 
to  allow  for  the  more  efficient 
flow  of  Freon.  That  added  $7  in 
value  to  a  valve  that  sold  for  $18. 
Again,  Emerson  will  hold  its 
price  and  go  for  market  share. 

In  Emerson  s  In-Sink-Erator 
division,  its  waste  disposal  unit 
manufacturer,  the  company  had 
been  buying  a  starting  switch 
from  a  supplier  at  31  cents  apiece. 
By  bringing  that  part  in  house, 
the  cost  came  down  to  23  cents, 
saving  over  $600,000  a  year.  Mul- 
tiply that  by  well  over  3,000  prod- 
ucts, and  you  have  some  idea  of 
how  Emerson  is  "saving"  $77  mil- 
lion this  year.  — P.B. 
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Conrail  West? 


Government  subsidies  aren't  the  only  remedy  available  for  sick  railroads. 


The  last  thing  the  federal  government 
needs  is  another  quagmire  for  money, 
but  that  seems  to  be  exactly  what  it  has 
in  Consolidated  Rail  Corp.,  a  govern- 
ment-backed corporation  formed  from 
the  ruins  of  the  Penn  Central  and  its 
satellites  and  former  competitors.  Con- 
rails  backers  once  predicted  their  cre- 
ation would  be  earning  $111  million  by 
1979.  Instead,  Conrail  will  have  used  up 
its  first  $2. 1  billion  in  federal  money  by 
next  year  and  will  need  another  $1  bil- 
lion-plus— just  as  a  start. 

What  is  so  sad  is  that  there  was  an 
alternative  to  Conrail,  a  free  enterprise 
alternative,  but  the  unions  blocked  it. 
The  trustees  of  the  Penn  Central  had 
advocated  what  they  called  "controlled 
liquidation":  selling  viable  parts  of  the 
system  to  neighboring  roads  and  letting 
them  do  the  rebuilding  job.  At  one 
point,  two  rich  railroads,  the  Southern 
and  the  Chessie  System,  even  proposed 
buying  parts  of  what  became  the  Conrail 
system  and  running  them  themselves. 
Chessie  was  prepared  to  spend  $500  mil- 
lion in  rebuilding  some  2,000  miles  of 
what  is  now  Conrail  if  it  could  buy  them 
for  $55  million. 

In  the  end  the  free  enterprise  solution 
failed  because  the  unions  refused  to  ac- 
cept the  less  permissive  work  rules  that 


prevailed  on  the  Southern  and  the  Ches 
sie.  The  union  preferred  dealing  wit] 
government,  which  could  tap  taxpaye 
pockets  to  support  featherbedding 

The  "controlled  liquidation"  solutior 
is  probably  dead  in  the  East,  but  it  still 
offers  a  possible  way  out  in  the  Midwest, 
where  two  big  roads  have  already  gone 
broke  and  more  are  on  the  edge.  The 
two  already  bankrupt  are  the  Rock  Island 
and  the  Milwaukee.  The  Missouri-Kan- 
sas-Texas has  avoided  it  only  by  pure 
luck  for  years.  And  last  fall  the  Interstate 
Commerce  Commission  concluded  that 
two  other  roads — the  Chicago  &  North 
Western  and  the  Illinois  Central  Gulf — 
were  headed  for  financial  problems  as 
well.  Is  yet  another  regional  railroad  col- 
lapse in  the  making?  Will  a  Conrail-type 
solution — with  the  government  funnel- 
ing  in  as  much  money  as  necessary  to 
keep  the  railroads  going — again  be  the 
path  of  least  resistance? 

Norfolk  &  Western  President  John  P. 
Fishwick  for  one  is  gloomy  about  the 
prospects.  "From  the  standpoint  of  eco- 
nomics," he  says,  "you  could  have  a  pri- 
vate enterprise  solution,  but  from  the 
standpoint  of  politics  I  think  it's  doubtful 
that  you  will.  You  ve  got  the  pressure 
groups — the  shippers,  labor,  the  politi- 
cians— saying,  Why  not  do  the  Conrail 
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thing  for  the  West?'  " 

But  Fishwick  may  be  too  gloomy.  A. 
aniel  O'Neal,  chairman  of  the  Inter- 
te  Commerce  Commission,  said  last 
nuary:  "We  should  avoid  the  tempta- 
tion to  start  thinking  of  another  Conrail 
of  the  West  or  Midwest.  "  O'Neal  main- 
tains that  the  railroads  should  avail 
themselves  of  innovative  rate-making, 
mergers,  consolidations,  or  the  $1.6  bil- 
lion in  financial  aid  available  under  the 
1976  Railroad  Rehabilitation  &  Regula- 
tory Reform  Act.  "A  massive  govern- 
ment bailout,"  says  O'Neal,  "is  not  likely 
to  provide  a  lasting  solution  and  in  any 
event  probably  is  not  necessary  to  pre- 
serve essential  rail  services." 

Most  businessmen  would  agree  with 
O'Neal:  An  extension  of  the  Conrail  ap- 
proach should  be  avoided  if  possible. 
The  whole  idea  could  be  contagious. 
Why  not  a  government-subsidized  cor- 
poration to  run  the  decrepit  steel  mills  of 
the  Midwest?  Why  not  do  as  Britain  does 
and  subsidize  almost  any  corporation 
that  can't  exist  on  its  own? 

The  point  is  that  Conrail  and  its 
mounting  costs — along  with  those  of  Am- 
trak — may  yet  be  a  timely  warning  to 
Congress  and  to  the  bureaucracy  to  think 
twice  before  opening  the  federal  purse 
strings  to  dying  businesses.  ■ 


Oiling  The  Works 

The  World  Bank  is  starting  to  bankroll  oil  development,  but  carefully. 


Many  a  poor  nation  bleeding  financially 
to  pay  for  OPEC  oil  may  well  be  sitting 
on  large  reserves  of  its  own.  A  French 
study  done  for  the  World  Bank  found 
that  about  70  developing  countries  prob- 
ably possess  60  billion  barrels  of  recover- 
able oil  even  though  they  have  found 
only  about  10  billion  of  them. 

These  countries,  some  of  them  Marx- 
ist and  all  of  them  deeply  suspicious  of 
Western  oil  companies,  have  been  push- 
ing the  World  Bank  to  come  up  with  cash 
and  advice  to  help  them  find  this  oil. 
Until  recently  the  Bank  had  been  reluc- 
tant, saying  that  its  job  is  to  use  its 
limited  resources  for  things — like  dams 
and  highways — that  private  investors 
would  never  touch.  Now  it  intends  to 
invest  $500  million  a  year  in  develop- 


ment, but  not  exploration  projects. 
Efrain  Friedmann,  assistant  director  of 
the  Bank's  energy  department,  explains 
the  reasons:  "If  their  legislation  covering 
oil  exploration  is  correct,  then  these 
countries  can  attract  this  sort  of  risk  cap- 
ital. If  a  country  feels  it  is  not  equipped 
to  negotiate  with  an  oil  company,  we 
suggest  they  hire  consultants  to  help, 
and  we  may  finance  this." 

Surprisingly,  one  of  the  current  prob- 
lems is  that  the  big  oil  companies  don't 
want  overly  favorable  deals  because  ex- 
perience has  taught  them  that  these  are 
ultimately  repudiated.  Some  countries, 
on  the  other  hand,  are  so  anxious  for 
exploration  that  they  will  sign  almost 
anything.  In  this  situation,  the  World 
Bank  thinks  it  can  help  by  serving  as 


honest  broker  for  both  sides. 

Why  is  the  Bank  willing  to  step  in  at 
the  development  stage?  Some  of  the 
bank  staff  were  against  even  this  limited 
investing  in  oil.  The  ultimate  decision 
was  that  the  World  Bank  should  help 
where  it  could,  because  successful  oil 
development  would  generate  large 
amounts  of  cash  for  other,  less  profitable 
development  needs. 

The  amount  involved,  the  $500  mil- 
lion a  year,  is  peanuts  by  oil  industry 
standards.  But  with  World  Bank  partici- 
pation in  development,  private  capital 
might  be  more  forthcoming;  presumably 
a  local  government  that  would  think 
nothing  of  confiscating  private  property 
would  think  twice  about  confiscating 
what  is  in  effect  World  Bank  property.  ■ 


46 


FORBES,  MARCH  20,  1978 


There  are  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Imperial  Bank  of  Commerce-over 
$31  billion  (Canadian)  strong-has  been  involved  in 
worldwide  energy  development  for  years.  And  we 
are  stepping  up  our  involvement. 

We  participated  in  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considenng. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electnc  com- 
plexes, from  Norway  to  the  Near  East.  As  'The  Ideas 
Bank!  good  ideas  are  our  stock  in  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Imperial  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  willing 
to  listen.  'The  Ideas  Bank! 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office  -  Commerce  Court,  Toronto  M5L  1A2,  Canada  New  York  Agency  22  William  St ,  N  Y  10005  •  (212)825-7000 
Over  1,700  branches  in  Canada,  branches  or  representative  offices  in  maior  business  centres  worldwide 


We  cut  order 
processing  time 

by  74%  and 
saved  $200,000 
with  distributed 
processing." 


U.S.  Motors  President 
Fred  Gloeckner 


If  you 
don't  have  it 
flaunt  it. 


t 


Our  copier  has  manual 
two-sided  copying,  instead  of 
automatic.  You  save  yourself 
up  to  $60  a  month.** 


Our  copier  has  manual  letter 
and  legal  size  paper  selection, 
instead  of  automatic.  You  save 
yourself  up  to  $60  a  month.** 


Our  copier  has  manual 
document  feed  instead  of  automatic. 
You  save  yourself  at  least  $40 
a  month  on  this 


Our  copier  has  reproduction 
only.  Same  size.  No  reduction. 
You  save  yourself  up  to 
$300  a  month.* 


We've  noticed  an 
alarming  trend  among 
today's  copiers:  a  lot  of  so 
called  built-ins  that  simply 
aren't  used  enough  to  merit 
the  extra  cost  that's  built  in  with 
them. 

So  the  only  features  we  build  into 
Pitney  Bowes  PBC®  Copiers  are  the  kind 
you're  most  likely  to  need. 

We  keep  them  simple.  Just  like  most 
office  copying  jobs. 

What  it  adds  up  to  is  monthly  invoices 
that  add  up  to  less.  And  fewer  service  calls 


Our  copier  has  no  built-in 
sorter  attachment,  so  you  can  stay 
attached  to  at  least  another 
$80  a  month  on  this  option* 


because  there  are 
fewer  things  likely 
to  need  service. 

Even  so,  service  is 
one  of  the  things  we  definitely 
do  have.  And  we're  flaunting  it. 
r  A  company  employed  and  trained 
service  network  working  out  of  600 
locations  throughout  the  U.S.  andCanada. 
In  copying,  it's  all  in  what  you  have. 
And  have  not. 

=Ullk 


qp  Pitney  Bowes 


•Xerox  7000  *  'Xerox  4000  *  *  'Xerox  2400/3600-1  Based  on  comparison  of  Pitney  Bowes  single  machine  rate,  high  vo.ume  plan,  with  Xerox  XVP  Annual  plans,  per  32.000 
| copies,  asol  Nov  1 .1977  Xerox  is  a  registered  trademark  of  the  Xerox  Corp  For  lull  information,  write  us  Pitney  Bowes,  1786  Crosby  Street.  Stamford  Connecticut 
06904.  or  call  toll  free  any  time  800-243-5676  (In  Connecticut  1-800-882-5577)  Postage  Meiers.  Mailing  Systems.  Copiers 


Black  Africa's 
White  Fellow  Traveler 


Roland  (Tiny)  Rowland  has  parlayed  an  unconventional  political 
stance  in  black  Africa  and  a  fast-and-loose  management  style  into  a 
$2.4-billion  company.  So,  why  is  he  the  man  London  loves  to  hate? 


By  MARILYN  DAMMERMAN 

A  chief  executive  who  makes 
donations  to  African  guerrillas, 
sues  the  international  oil  majors, 
buys  into  steel  and  textiles — two 
of  the  sickest  industries 
around — and  announces  he  is 
"delighted"  that  his  Zambian 
properties  have  been  national- 
ized had  better  have  a  good  ex- 
cuse for  his  behavior.  For  16 
years  Roland  (Tiny)  Rowland, 
head  of  Britain's  Lonrho  Ltd., 
has  had  one:  He  has  made  mon- 
ey at  it 

When  Rowland  took  over  the 
sleepy  Lonrho  (formerly,  Lon- 
don &  Rhodesia  Mining  &  Land) 
in  1961,  its  sales  were  $11  mil- 
lion. Now  sales  are  $2.4  billion, 
making  it  one  of  the  most  impor- 
tant companies  operating  in  Afri- 
ca. In  addition  to  the  continent's 
largest  auto  distributorship  (in- 
cluding Ford,  Mercedes  and 
Toyota),  Lonrho  runs  cattle 
ranches,  sugar  plantations,  tex- 
tile mills,  gold,  copper  and  plati- 
num mines,  cosmetics  factories, 
insurance  companies,  newspa- 
pers and  breweries.  Outside  Af- 
rica, it  owns  hotels,  ships,  steel 
mills,  airlines,  French  vineyards 
and  a  big  stake  in  London's  posh 
Harrods  department  store.  And 
for  every  one  of  the  past  16 
years — come  oil  crisis,  recession 
or  coup  d'etat — pretax  profits 
have  increased,  on  average  by 
58%  a  year.  If  London's  stuffy 
financial  community  wondered 
Lonrho  was  buying  the  Zambia  News  or 
some  other  unlikely  property,  Rowland 
has  always  had  the  same  smug  answer: 
"Judge  us  on  our  record." 

But  last  quarter,  Lonrho  stumbled.  Its 
earnings  were  down  33%,  coming  out  at 
just  over  half  what  analysts  were  predict- 
ing. The  critics  smirked.  Its  stock  recent- 
ly sold  for  less  than  three  times  reported 
earnings. 

Lonrho  made  the  history  books  in 
1973  when  Conservative  Prime  Minister 


Quick-Change  Artist:  Roland  (Tiny)  Rowland  moves 
easily  from  being  boardroom  infighter  to  internation- 
al dealmaker  to  friend  of  black  revolutionaries. 


why 


Edward  Heath  dubbed  it  "the  unaccep- 
table face  of  capitalism.  "  The  remark  has 
become  a  household  phrase  in  Britain.  It 
was  occasioned  by  the  disclosure  that  the 
company  used  the  Grand  Cayman  Is- 
lands tax  haven  to  pay  over  $300,000  in 
"fees"  to  its  salaried  figurehead  chair- 
man, Lord  Duncan  Sandys,  a  former 
Conservative  cabinet  minister  and  son- 
in-law  of  Winston  Churchill.  The  disclo- 
sure led  to  an  attempt  to  oust  Rowland, 
who,  characteristically,  had  not  bothered 
to  inform  his  board  of  directors  of  the 


payment.  When  nonexecutive 
Deputy  Chairman  Sir  Basil 
Smallpeice,  a  sober  and  meticu- 
lous accountant,  charged  that 
Rowland  was  too  independent 
and  did  not  pay  sufficient  atten- 
tion to  the  daily  affairs  of  the 
business,  Rowland's  contemptu- 
ous reply  was:  "Sir  Basil  seems 
terribly  interested  in  petty  cash 
vouchers."  After  a  stockholders' 
vote,  Smallpeice  and  seven  other 
dissident  directors  were  forced 
to  resign. 

When  Peat,  Marwick,  Mitch- 
ell was  called  in  by  the  directors 
in  1971  to  do  a  study  of  Lonrho, 
which  was  hard  up  for  cash  at  the 
time,  they  found,  among  other 
things,  that  the  company  had  en- 
gaged in  the  questionable  ac- 
counting practice  of  listing  as 
current  assets  money  spent  on 
developing  Rowland's  many 
speculative  projects,  whether  or 
not  there  was  a  reasonable  hope 
these  would  materialize.  Two 
years  later  one  of  the  directors, 
Gerald  Percy,  charged  that  the 
proceeds  of  a  $23-million  rights 
issue  were  spent  rather  than 
used  as  added  capital,  and  that 
$5.6  million  of  the  issue  was  paid 
out  in  dividends.  In  1976  gov- 
ernment investigators  sharply 
criticized  Rowland's  handling  of 
company  funds  and  the  special 
stock  deals  he  had  made  with 
several        directors — including 

  Sandys  and  Angus  Ogilvy,  the 

husband  of  Princess  Alexandra, 
the  Queen's  cousin.  There  have  been  no 
prosecutions,  but  the  government  still 
has  the  case  under  consideration.  So  far, 
however,  Rowland  has  come  through 
without  serious  trouble. 

Rowland  has  become  tremendously 
wealthy  through  Lonrho.  His  stock  in 
the  parent  company  alone  (Lon.ho  has 
760  subsidiaries  and  affiliates  and  Row- 
land has  separate  shareholdings  in  some 
of  them)  is  worth  $36  million.  The  com- 
pany provided  him  with  an  $800,000 
house,  Hedsor  Wharf,  in  the  Bucking- 
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hamshire  countryside  (Rowland  later 
bought  the  house  on  legal  advice),  and 
what  has  come  to  be  a  second  home:  a 
French-built  Mystere  jet. 

Who  is  this  man  the  British  Establish- 
ment loves  to  hate?  Rowland  at  61  is  a 
tireless  worker  who  eats  and  sleeps  on 
the  run.  Only  in  1968,  at  51,  did  he  find 


and  a  Mercedes-Benz  franchise  collec- 
tively known  as  Shepton  Estates,  and 
acted  as  an  agent  for  Rio  Tinto-Zinc, 
which  was  prospecting  for  emeralds  and 
gold.  Rowland  was  already  44  when  he 
joined  Lonrho,  but  he  came  on  board  as 
joint  chief  executive  with  nearly  a  third 
of  the  stock. 


Friends:  Rowland  (left)  has  powerful  friends  like  Winston  Churchill's  son-in-law  Lord 
Duncan  Sandys  (right)  and  mustachioed  Sheik  Nasser  Sabah  el  Ahmed  of  Kuwait. 


time  to  marry  the  daughter  of  a  Rhode- 
s^an  farmer  and  start  a  family,  which  now 
numbers  four.  He  is  not  always  what  the 
British  would  call  a  gentleman.  Former 
Lonrho  director  Angus  Ogilvy  told  gov- 
ernment inspectors  that  during  the  1973 
boardroom  row  Rowland  had  threat- 
ened: "The  very  last  thing  I  am  going  to 
do,  I  am  going  to  crucify  you  and  all  your 
family."  Commented  a  shaken  Ogilvy, 
"Mr.  Rowland  is  a  very  emotional  man." 
Former  associates  of  Rowland  are  reluc- 
tant— some  even  seem  fearful — to  talk 
about  him,  and  most  will  agree  to  talk 
only  after  being  given  promises  of  ano- 
nymity. True?  Perhaps.  At  any  rate, 
Rowland  refused  to  grant  Forbes'  re- 
quest for  an  interview. 

Tiny  (he  is  over  6  feet  tall)  Rowland 
was  born  in  India  in  1917.  After  World 
War  I,  Rowland  s  German  father  and 
English  mother  brought  him  to  Ger- 
many, where  they  stayed  until  Hitler 
came  to  power.  The  family  then  went  to 
England,  where  Tiny  changed  his  Ger- 
man surname,  Furhop,  to  a  more  accept- 
able English  one,  and  later  joined  the 
British  army  as  a  medic,  serving  in  Nor- 
way. By  the  late  Forties  he  had  saved 
enough  from  a  small  refrigeration  busi- 
ness to  move  to  Rhodesia  as  a  farmer. 
There  he  bought  some  mining  properties 


From  the  outset  it  was  clear  that  Row- 
land was  no  ordinary  businessman. 
Where  others  looked  at  black  Africa  and 
saw  political  turmoil  and  bitter  hostility 
to  white  capitalism,  Rowland  saw  oppor- 
tunities. But  he  also  saw  that  colonial 
traders  like  Lonrho  would  have  a  chance 


ers  (later  promoting  a  few  to  the  main 
board)  as  early  as  1964  and  acquiesced  in 
African  insistence  on  equity  participa- 
tion. He  also  made  contracts  with  black 
southern  African  nationalists.  His  Afri- 
can efforts  paid  off  in  Malawi  sugar  cane, 
Zambian  breweries  and  Kenyan  coffee, 
to  name  a  few  early  ventures.  Lonrho, 
boasted  Rowland,  was  not  the  "unaccep- 
table face  of  capitalism"  but  "the  smiling 
face  of  development.  " 

The  1974  quadrupling  of  the  oil  price 
gave  Rowland  another  opportunity.  He 
had  long  talked  about  "a  partnership  of 
Western  technology,  Arab  oil  money  and 
African  natural  resources."  In  1972  he 
had  made  a  textile  deal  with  a  Sudanese 
tycoon,  Khalil  Osman,  who  was  well  con- 
nected with  the  Kuwaiti  royal  family.  By 
1976  Osman  and  a  friend,  Sheikh  Nasser 
Sabah  Al  Ahmed,  son-in-law  of  the  ruler 
of  Kuwait,  owned  some  21%  of  Lonrho's 
stock,  purchased  for  about  $55  million  in 
needed  cash. 

Shrewd  investors,  these  Arabs  were 
not  buying  Rowland's  malarkey.  Behind 
his  rhetoric,  they  sensed  he  is  essentially 
in  the  business  of  picking  up  cheap  assets 
that  no  one  will  touch,  often  for  political 
reasons,  and  turning  at  least  some  of 
them  into  moneymakers.  In  1975  Row- 
land turned  his  attention  to  the  most 
politically  discounted  country  of  all:  Brit- 
ain. He  bought  troubled  specialty  steel- 
makers, the  lucrative  U.K.  Volkswagen 
franchise  and  some  hotels  and  other  real 
estate.  A  few  weeks  before  the  govern- 
ment's highly  critical  Lonrho  report  ap- 
peared, Rowland  got  a  $9-million  gov- 
ernment grant  to  bail  out  a  textile  firm. 
He  moved  in  on  Sir  Hugh  Fraser,  owner 
of  House  of  Fraser  department  stores 
and  Scottish  and  Universal  Investments 
(suits),  a  pathetic  figure  who  got  his  com- 
pany accounts  mixed  up  with  his  gam- 
bling debts.  Rowland  bought  24%  of  Fra- 


". . .  From  the  outset  it  was  clear  that  Rowland  was 
no  ordinary  businessman.  Where  others  looked  at  black 
Africa  and  saw  political  turmoil  and  bitter  hostility  to  white 
capitalism,  Rowland  saw  opportunities  . .  ." 


only  if  they  put  on  a  new  face,  and  fast. 

So  Rowland,  while  quietly  holding  on 
to  Lonrho's  substantial  Rhodesian  and 
South  African  assets,  as  well  as  his  own, 
began  courting  black  Africa.  He  be- 
friended Zambian  President  Kenneth 
Kaunda,  Malawi's  President  Hastings 
Banda  and  other  top  officials,  flying  them 
around  in  his  jet,  entertaining  them  at 
Hedsor  Wharf,  even  mediating  disputes 
among  them.  Says  an  African  business- 
man who  knows  Rowland,  "He  has  a 
genius  for  going  to  the  right  people  in 
Africa  and  communicating  with  them  in 
such  a  way  as  to  make  them  like  and  trust 
him."  He  appointed  black  local  manag- 


ser's  suits  stock  and  19%  of  House  of 
Fraser,  parent  of  Harrods,  from  Carter 
Hawley  Hale. 

Lonrho  s  past  is  littered  with  abortive 
Rowland  projects:  a  $470-million  petro- 
chemical plant  in  Libya;  a  plan  to  take 
over  Rolls-Royce  and  build  auto  plants  in 
Russia  and  China;  a  bid  to  manage 
Zaire  s  copper  mines;  a  challenge  to  De- 
Beer's  diamond  monopoly. 

By  far  his  most  spectacular  failure  was 
the  loss  last  year  of  a  giant  sugar  project 
in  Sudan  that  was  to  be  the  showpiece 
for  Rowland's  strategy  of  combining  Afri- 
can resources,  Western  technology  and 
Arab  money.  When  Rowland  conceived 
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What!  You  havent  seen 
the  new  Kodak  copier 
pricing  plans? 

Better  call  Kodak. 


Making  the  most  cost-effective  decision  about  a 
copier  isn't  always  easy.  Especially  when  you  don't  have  all 
the  facts  and  figures. 

Kodak  changes  all  that. 

Kodak  now  offers  a  computerized  copier  evaluation 
service  that  brings  all  the  data  together.  It  helps  make  your 
copier  decision  process  easier,  faster  than  you  ever  thought 
possible.  Based  on  your  own  job  stream,  it  lets  you  compare 
any  equipment  with  Kodak  copiers.  In  dollars  and  cents!  It's 
fast.  It's  impartial.  And  it's  not  confusing. 

Learn  all  the  many  ways  you  come  out  ahead  with 
Kodak  copiers.  Call  Kodak  toll-free  (600)  828-1450 

In  New  York  State:  (800)  462-4890.  Or,  write  to:  A.  Angert. 
Eastman  Kodak  Company,  Dept.  CD8388,  Rochester,  N.Y  14650. 


Kodak  Ektaprint  copier  duplicators 


Getting  tobe  one  of  America's 
fastest-growing  industrial  states 
wasn't  all  fun  and  games. 


For  years,  executives  have  been 
coming  to  North  Carolina's  beau- 
tiful beaches,  mountains  and  golf 
courses  to  escape  their  offices. 

Now,  they're  also  coming  to  open 
offices.  And  plants.  And  corporate 
headquarters. 


The  13th  hole  on  the  Number  Four  course  at  Pinehurst  Hotel  ami  Country  Club. 


With  more  interstate  motor  carriers  than  any  other  state, 
vx  offer  a  lot  of  good  uxiys'to  mow  yoiw  goods. 


For  the  plain,simple  reason  that 
warm,  romantic  North  Carolina  is 
offering  these  executives  cold,  un- 
romantic  and  unbeatable  economic 
advantages. 

Like  financial  stability. 

North  Carolina  is  one  of  but  a 
handful  of  states  which  can  boast 
both  a  balanced  budget  and  a 
coveted  AAA  bond  rating.  North 
Carolina  also  features  a  very  sol- 
vent unemployment  insurance  trust 
fund,  which  has  kept  unemployment 
taxes  low,  even  during  recent  reces- 
sionary years. 

North  Carolina  is  also  a  major 

Write:  N.  C.  Department  of  Commerce,  Industrial 


transportation  center.  It  is  home 
to  more  long  line,  interstate  motor 
carriers  and  more  miles  of  state- 
maintained  roads  than  any  other 
state  in  the  country.  It  has  4,250 
miles  of  track  and  modern,solvent 
railroads.  It  has  two  deep-water, 
ocean-access  ports  and  12  commer- 
cial airports.  It  is  also  conveniently 
within  500  miles  of  over  half  the 
nation's  population. 

When  it  comes  to  an  abundant, 
skilled  labor  supply,  North  Caro- 
lina comes  up  a  winner  again.  Its 


Low  cost  electric  power 
readily  available. 


PERCENTAGE  OF  WOfiH  TIME  LOST  OUE  TO  STRIKES  1960-1976 


NATIONAL  AVERAGE:  0  22% 


NORTX  CAROLINA  AVERAGE  O  04%      uuaci  < 


people  were  born  and  bred  on  the 
good  old-fashioned  work  ethic. 
And  still  show  it.  They  exhibit  an 
almost  innate  manual  dexterity, 
complemented  by  the  state's  com- 
prehensive training  programs.  As 
a  result,  North  Carolinians  offer 

Development  Division,  Suite  #G3,  430  N.Salisbi 


employers  a  rare 
combination  of 
exceptional  atti- 
tudes as  well  as 
aptitudes. 

In  addition, 
North  Carolina  is 
a  right-to-work 
state. It  offers  spe- 
cial tax  incentives  for  recycling,  re- 
source recovery  and  pollution  abate- 
ment. It  has  an  adequate  supply  of 
water  and  electric  power. 

North  Carolina  also  has  a  num- 
ber of  excellent  available  plant 
facilities  ready  for  you  to  move  in 
right  now.  As  well  as  the  lowest 
construction  costs  in  the  country, 
if  you'd  prefer  to  build  your  own. 

So  next  time  you  bring  your 
sticks  here  for  a  round  of  golf,  you 
might  also  bring  your  briefcase  for 
a  round  of  talks. 

JMORTH 

Carolina 

y  Street,  Raleigh,  N.  C.  27611.  Or  call:  (91 9)  733A151. 


"Investing  is  a  whole 
different  ballgame.Thats 
why  I  need  Barron's!' 

Lou  Piniella 

Outfielder,  New  York  Yankees 


the  scheme  in  1972  he  said  the  cost 
would  be  $107  million.  In  1976  a  U.S. 
consultant,  Alexander  &  Baldwin,  was 
called  in  to  do  an  independent  costing. 
The  total  figure:  $600  million.  The  Ku- 
waitis became  disgruntled  and  fired 
Lonrho,  replacing  it  with  Arab 
managers. 

Exactly  how  Lonrho  does  make  its 
money  is  hard  to  say.  Its  1977  annual 
report,  though  a  big  improvement  on  its 
vacuous  predecessors,  still  leaves  many 
unanswered  questions.  The  biggest 
source  of  sales  is  the  network  of  auto- 
motive and  agricultural  equipment  as- 
semblers and  distributors,  selling  such 
makes  as  Massey-Ferguson,  Ford  and 
Mercedes.  Also  important  are  engineer- 
ing and  manufacturing,  agriculture  and 
mining.  But  fully  35%  of  Lonrho's  sales 
and  earnings  came  from  two  vague  cate- 
gories the  company  calls  "general  trade 


". . .  'Tiny  Rowland  is  a 
gambler,  yes/  says  one  black 
African,  'but  he  bets  on 
all  the  horses' . . ." 


and  "export  confirming,  finance  and  in- 
surance. Recent  U.K.  acquisitions  bit 
deeply  into  operating  profits  as  interest 
charges  rose  from  $29  million  to  $47 
million,  even  though  the  British  prime 
rate  fell  from  15%  to  7%  during  the  year. 
But  Rowland,  the  self-styled  "revolu- 

!  tionary  capitalist,"  had  more  serious 
matters  than  leveraging  on  his  mind  last 
year  as  Rhodesia's  white  government 
neared  collapse.  He  was  the  middle- 
man who  arranged  a  series  of  jet-shuttle 

i  meetings  last  fall  between  Rhodesian 
Prime  Minister  Ian  Smith  and  Zambian 
President  Kaunda,  one  of  the  supporters 
of  the  Rhodesian  guerrillas.  He  has  also 
been  supplying  funds  to  his  old  friend 

1  Joshua  Nkomo,  one  of  the  nationalist 
leaders  who  rejects  Smith's  "internal  set- 
tlement" and  smaller  amounts  to  some  of 

i  Nkomo  s  nationalist  rivals  as  well.  "Row- 

i  land  is  a  gambler,  yes,"  says  one  black 
African,  "but  he  bets  on  all  the  horses." 
It  has  not  been  lost  on  black  Africa,  says 
Lonrho  "historian"  Suzanne  Cronje,* 
that  Lonrho  has  chiefly  bought  up  exist- 
ing European-owned  properties  at  bar- 
gain prices  but  has  done  almost  nothing 
to  bring  new  industry  or  new  technology 
to  an  area  that  badly  needs  it. 

In  a  different  age,  adventurers  like 
Cecil  Rhodes  and  Warren  Hastings, 
scorning  convention,  using  politics  for 
their  own  ends,  wheeling  and  dealing 
flamboyantly,  built  great  fortunes  and 
great  empires.  In  a  way,  Tiny  Rowland  is 
cut  from  the  same  cloth.  ■ 


*The  Lonrho  Connections,  published  by 
Bellwether  Books,  $15. 
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"Sure,  I'm  serious  when  I'm  out  on  the 
field.  But  I'm  also  serious  about  investing. 

"I've  been  reading  Barron's  for  about 
8  years.  It  keeps  me  in  tune  to  how  the 
market's  going  to  perform  over  the  short 
haul  which  is  important  information  for 
my  investment  decisions.  Larry  Armour's 
The  Trader  really  helps  keep  me  on  top 
of  the  action. 

"Barron's  also  keeps  me  in  touch 
with  business  and  economic  trends— it 
cuts  the  big  picture  down  to  size, 
showing  what  it  can  mean  to  me  and 
my  investments. 


Name  — 
Address 


"And  nobody  can  beat  Barron's  for 
details.  On  the  stocks  I'm  interested  in  — 
I  can  find  important  company  back- 
ground, current  prices,  highs  and  lows, 
dividends  and  a  lot  more.  With  just  one 
copy  of  Barron's,  I  have  everything  I 
want  to  know  about  a  stock  at  a  glance!' 

When  it  comes  to  making  important 
financial  decisions,  no  publication  covers 
all  the  bases  like  Barron's.  Join  one 
million  readers  every  week.* 
Subscribe  now. 

•Source:  TGI,  Fall  1977. 

Today  is  history.  Tomorrow  is  Barron's. 


Zip 


L 


City  State  

Prices  good  in  U.S.  and  Possessions  only.  2A254 
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BARRON'S 

The  National  Business  and  Financial  Weekly  from  Dow  Jones 

200  Burnett  Road,  Chicopee,  Mass.  01021 

□  Please  enter  my  subscription  to  Barron's  for  3  months  ( 13  issues )  at  $9. 

□  I  prefer  one  year(52  issues)  at  $32. 

□  Payment  enclosed.    □  Bill  me. 

Also  send  me  as  a  special  free  gift  a  copy  of  "10  Rules  for  Investors!' 


Yearning  For  Yen 

That  elusive  fellow,  the  Japanese  investor, 
may  yet  show  his  face  in  Wall  Street. 


So 


Within  a  month  or  so  the  Japanese 
finance  ministry  will  take  steps  to  make 
it  easier  for  Japanese  nationals  to  invest 
in  foreign  stocks  and  bonds.  With  Japan's 
foreign  exchange  reserves  brimming,  the 
move  would  seem  long  overdue.  But 
skeptical  Wall  Streeters  may  ask: 
what?  Previous  signs  of  Japanese 
money  coming  to  U.S.  markets 
have  mostly  flickered  and  died. 
Will  this  time  be  different? 

"Yes,"  says  Einosuke  Yoshino, 
41,  senior  portfolio  manager  at 
Asahi  Investment  Trust  Manage- 
ment Co.,  Ltd.,  a  $708-millicn 
mutual  fund  operation.  "I  think 
we  are  entering  a  new  era  in  in- 
vesting in  American  securities. 
We  are  finally  developing  a  better 
understanding  of  how  your  mar- 
kets work.  Now  that  our  govern- 
ment is  finally  encouraging  us  to 
invest  abroad,  all  we  need  are  a 
few  good  signs  in  the  market  and 
we'll  be  investing." 

At  the  moment  those  U.S.  in- 
vestments are  almost  invisible. 
The  Japanese  mutual  fund  indus- 
try has  under  $175  million  in  U.S. 
securities  out  ot  over  $1  trillion  in 
traded  stock;  Asahi  has  just  over 
2%  of  its  money  in  U.S.  stocks. 
And  a  good  thing  for  the  Japanese! 
While  Asahi  Trust's  investment  in 
U.S.  stocks  did  appreciate  4%  last 
year — vs.  a  17%  decline  in  the 
Dow  Jones  industrials — the  sharp 
depreciation  of  the  dollar  ate  up 
those  gains  plus  all  the  dividends 
and  left  Asahi  with  a  substantial  loss. 

Balanced  against  this  bad  experience, 
however,  is  the  fact  that  with  the  yen 
having  appreciated  roughly  20%  against 
the  dollar,  U.S.  stocks  are  now  selling,  in 
yen  terms,  for  little  more  than  they  did 
at  rock  bottom  in  December  1974. 
Meanwhile,  many  U.S.  high-quality  cor- 
porate bonds  now  yield  8%%  vs.  6V2% 
for  bonds  of  similar  quality  in  Japan. 

So,  here's  the  good  news:  Two  finance 
ministry  rules,  dating  back  to  Japan's 
postwar  recovery  and  intended  to  con- 
serve foreign  exchange,  are  finally  being 
removed.  One  rule  made  it  difficult  to 
buy  U.S.  stocks  by  requiring  that  would- 
be  buyers  first  get  permission  to  buy 


U.S.  dollars;  it  was  forbidden  to  Japa- 
nese to  hold  actual  foreign  deposits.  The 
other  forbade  "speculation"  in  foreign 
currency,  making  hedging  difficult;  and 
currency  hedging  is  part  and  parcel  of 
sophisticated  investing  in  foreign  bonds. 
Don't  hold  your  breath  for  a  stampede 


Fair  Warning:  Portfolio  manager  Einosuke  Yoshino 
of  Asahi  Investment  Trust  warns  that  Japanese  in- 
vestors may  soon  bombard  Wall  Street  with  yen. 


of  Japanese  investors,  but  it  would  be 
good  news  indeed  for  Wall  Street  should 
Japanese  money  start  coming  here  in 
quantity  this  summer.  The  Japanese  are 
a  nation  of  savers,  stashing  away  on  aver- 
age nearly  four  times  as  high  a  portion  of 
their  income  as  Americans  do.  Even  a 
tiny  portion  of  that  savings  stream  would 
make  a  difference  to  the  depressed  U.S. 
stock  market. 

The  Japanese  send  Sony  sets  here  and 
we  send  back  BCA  stock.  That  wouldn't 
do  much  to  help  the  American  trade 
balance  but  it  would  do  good  things  to 
the  American  current-account-payments 
balance.  American  stockbrokers  aren't 
likely  to  reap  many  direct  benefits:  Japa- 


nese investment  firms  are  well  estab- 
lished in  The  Street  and  will  probably 
handle  most  of  the  business.  But  any- 
thing that  makes  for  a  stronger  stock 
market  is  good  news  for  the  entire  in- 
vestment community. 

If  Japanese  money  does  begin  flowing 
here,  where  is  it  likely  to  go?  Per- 
haps a  clue  can  be  found  in  the 
stocks  selected  by  Yoshino  and  his 
colleague  Yasuhiro  Ishii,  34.  They 
call  them  "Sunbelt  stocks."  An 
American  might  recognize  the  cri- 
teria as  Ben  Graham's  with  a 
southern  twist  The  Japanese  pair 
look  for  stocks  1)  selling  below 
book  value,  2)  with  a  yield  of  at 
least  5%,  3)  with  a  price/earnings 
ratio  of  under  ten — and,  if  possi- 
ble, 4)  heavily  invested  in  the  U.S. 
Sunbelt.  Listen  to  Ishii: 

"We  had  been  watching  Ameri- 
can population  movements  and 
personal  income  shifts  for  two  or 
three  years  and  it  was  obvious  that 
the  Sunbelt  area  is  the  most  dy- 
namic. Then  last  year  I  visited  the 
States  and,  when  I  saw  Dallas  and 
Houston,  everything  we  had  been 
feeling  was  confirmed."  Yoshino 
and  Ishii  have  their  favorite  indus- 
tries: energy  and  energy-related, 
publishing  and  leisure  time,  for 
example,  Sunbelt  if  possible.  Oc- 
cidental Petroleum,  Schlum- 
berger,  Southland,  Harte-Hanks, 
Neptune  International  are  a  few 
leading  positions. 

"We're  still  looking  for  some  cli- 
mactic selling,"  says  Ishii,  demonstrating 
his  mastery  of  the  professional  lingo. 
"Maybe  at  the  700  level.  We'd  feel  bet- 
ter if  we  saw  that."  Yoshino  adds  he 
expects  the  dollar  to  drop  a  bit  more,  to 
around  230  yen  per  dollar  from  240  cur- 
rently. And  they  are  watching  Donald- 
son, Lufkin  &  Jenrette's  recent  move  to 
set  higher  minimum  negotiated  commis- 
sions on  institutional  business,  to  see  if 
the  move  will  spread  and  prove  a  new 
source  of  strength  to  Wall  Street. 

And  if  they  see  all  that?  "Then  we  will 
very  definitely  be  in  your  markets,"  says 
Yoshino.  "And  while  I  can't  speak  for  the 
rest  of  the  investment  industry  here,  I 
think  the>-  feel  the  same  way."  ■ 
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The  polar  bear  can 't  help 
being  endangered. 

You  can. 

For  years,  the  polar  bear  has  been  hunted for  its 
trophy  value.  But  recently  it  has  been  further 
endangered  by  the  exploitation  of  the  natural 
resources  of  its  arctic  environment. 

You  shouldn't  have  to  be  the  victim  of  a  similar 
disaster.  You  can  improve  your  chances  of survival, 
just  by  following  the  basic  principles  of  loss  control. 

And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston,  Rhode  Island  0291 9 


Radnor,  Pennsylvania.  A  part  of  Philadelphia's  prestigious  Main  Line.  It's  also 
ie  home  of  Triangle  Publications,  the  publishers  of  America's  biggest  selling  magazine, 
V  Guide. 

TV  Guide  sells  over  19  million  copies  every  week,  in  94  regional  editions.  With 
n  editorial  demand  that  each  issue  be  timely,  accurate  and  authoritative. 

SPERRY  UNIVAC  computer  systems  help  TV  Guide  all  along  the  line.  In  com- 
iling  sales  figures.  Keeping  track  of  over  seven  million  weekly  subscriptions.  Coordin- 
ting  the  distribution  of  more  than  12  million  over-the-counter  copies  each  week.  And 
lore.  SPERRY  UNIVAC  computers  also  help  TV  Guide  editors  keep  the  program  sections 
f  all  94  regional  editions  up-to-the-minute  and  mistake-free. 

Each  week,  42.7  million  adult  Americans  rely  on  TV  Guide's  thoughtful,  pene- 
ating  coverage  of  television.  And  TV  Guide  relies  on  SPERRY  UNIVAC  computer 
ystems  to  help  give  its  vast  audience  what  they've  come  to  expect.  The  best. 

SPERRY  UNIVAC  systems  are  helping  our  customers  serve  their  customers 
etter  all  over  the  world.  Only  when  our  customers  succeed  do  we  succeed. 


SPERW^  UNIVAC 


SPERRY  UNIVAC  IS  A  DIVISION  OF  SPERRY  RAND  CORPORATION 


Dallas  has  come  a  long  way 
since  the  latest 
mail  order  fashions 
came  in  by  mule  train. 


Today,  fashions  are  airfreighted 
from  Dallas  to  the  rest  of  the  world.  Yet, 
the  city  began  with  none  of  the  transpor- 
tation facilities  that  traditionally  have 
helped  a  city  grow.  So  it  built  its  own. 

The  result— the  city  that  began 
little  more  than  140  years  ago  is  now 
served  by  the  world's 
most  modern  airport 
facilities,  extensive 
rail  lines,  and  an 
interstate  highway 
network  that's  the 


envy  of  many  an  older  city. 

From  Dallas,  you  can  now  reach, 
easily  and  quickly,  any  market  in  the 
booming  Southwest.  Or  for  that  matter, 
any  market  in  the  world. 

In  serving  our  clients,  we've 
helped  Dallas  come  a  long  way  since 

the  days  mail  order 
fashions  were  shipped 
by  mule  train.  And 
we've  helped  make 
Dallas  the  distribution 
center  of  the  Southwes 


Republic 
National  Bank 
is  Dallas. 


A  Republi 
of  Texas 
Company 

Member  FD 


Statistical  Spotlight 


The  Golden  Ones? 


Whether  the  market  goes  up  or  contin- 
ues to  go  down  this  year,  stocks  of  com- 
panies showing  strong  earnings  gains  will 
generally  fare  better  than  those  with  flat 
or  dropping  earnings.  Below,  Forbes 
lists  100  companies  where  analysts  are 
predicting  gains  of  25%  or  better  this 
year  in  per  share  earnings. 

These  figures  are  published  by  a 
Lynch,  Jones  &  Ryan  service  called  In- 
stitutional Brokers  Estimate  System. 
IBES  feeds  into  its  computers  estimates 
by  anywhere  from  3  to  30  analysts  on 
each  of  800  stocks.  Voila!  Wall  Street's 


consensus    or    its    best-tracked  firms. 

An  analyst  s  forecast  is  by  no  means  set 
in  concrete.  For  this  reason,  IBES  up- 
dates its  estimates  weekly.  It  also  shows 
the  standard  deviation  among  them;  that 
is,  it  shows  variations  among  individual 
estimates.  (On  the  list  below,  this  figure 
is  indicated  in  the  last  column.)  Large 
variation  means  a  substantial  amount  of 
disagreement;  small  variation  means 
substantial  agreement.  For  example, 
with  Kirsch  Co.  the  analysts  are  so  in 
agreement  that  most  earnings  estimates 
are  within  7%  either  side  of  the  average. 


But  with  Republic  Steel  the  majority  of 
estimates  range  from  26%  below  to  26% 
above  the  average  estimate. 

If  these  numbers  are  so  iffy,  of  what 
use  are  they  to  the  investor?  A  great 
deal.  They  tell  what  Wall  Street  is  think- 
ing at  the  time  about  a  firm. 

Of  course,  the  estimates  will  change  as 
the  year  wears  on  and  many  will  prove  to 
be  far  from  the  mark.  Nevertheless,  as 
1978  s  first  quarter  draws  toward  a  close, 
the  stocks  listed  below  are  the  ones 
where  analysts'  earnings  expectations  are 
the  highest.  ■ 


Shooting  Stars? 

Companies  for  which  Wall  Street  predicts  at  least  25%  growth  in  earnings  per  share 


Fiscal 

Average  of 

Percentage 

P/E 

Percentage 

Recent 

1977 

Analysts' 

I ncrease  of 

Based  on 

Variation  of 

Price  of 

Earnings 

Estimates  of 

1978  over 

1978  Earnings 

Earnings 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

1977 

Estimates 

Estimates* 

Kaiser  Steel 

21% 

$0.51 

$3.36 

558% 

6 

22% 

Citizens  &  Southn  Natl  Bk 

4% 

0.08 

0.49 

509 

10 

23 

Kennecott  Copper 

20% 

0.22 

1.21 

450 

17 

65 

CFS  Contl 

8% 

0.34 

1.32 

290 

7 

18 

National  Airlines 

13% 

0.35 

1.29 

269 

10 

34 

Standard  Oil  Co  Ohio  65%  4.37  11.46  162  6  13 

Kirsch  21%  1.07  2.79  161  8  7 

Phelps  Dodge  18%  0.73  1.85  154  10  28 

Rowan  Cos  28  1.60  4.06  154  7  17 

AMAX  31%  1.62  3.93  143  8  15 


U.S.  Steel  25%  1.66  4.00  141  6  25 

Akzona  11%  0.60  1.43  138  8  16 

Newmont  Mining  17  0.62  1.44  133  12  20 

National  Semiconductor  17%  0.78  1.77  127  10  9 

Portec  15%  1.30  2.88  121  5  21 


Amfac  16  1.22  2.51  106  6  11 

Westmoreland  Coal  40  2.62  5.29  102  8  29 

Burnup  &  Simms  4%  0.18  0.35  96  12  13 

Pogo  Producing  13%  0.92  1.69  84  8  19 

Omarklnds  19%  1.91  3.42  79  6  17 


Eastern  Gas  81  Fuel 

18% 

1.54 

2.69 

75 

7 

16 

Gardner-Denver 

16% 

1.24 

2.04 

65 

8 

12 

Lomas  8t  Nettleton  Mtg  Invs 

19% 

1.06 

1.74 

64 

11 

5 

Cleveland-Cliffs  Iron 

51% 

4.26 

6.94 

63 

7 

5 

Ampex 

12% 

0.81 

1.28 

58 

10 

2 

Watkins  Johnson 

19% 

1.76 

2.77 

57 

7 

14 

Armstrong  Cork 

15 

1.55 

2.43 

57 

6 

7 

Republic  Steel 

22% 

2.54 

3.91 

54 

6 

26 

Pullman 

24% 

3.03 

4.65 

53 

5 

17 

Pall  Corp 

28% 

2.05 

3.13 

53 

9 

19 

Cobe  Labs 

17% 

1.75 

2.62 

50 

7 

7 

Waters  Associates 

23% 

1.24 

1.86 

49 

13 

5 

Parker  Drilling 

45% 

4.37 

6.47 

48 

7 

4 

Ocean  Drilling  81  Expl 

31% 

2.06 

3.04 

47 

10 

13 

Waste  Mgmt 

19% 

1.57 

2.30 

47 

8 

4 
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Statistical  Spotlight 


Fiscal 

Average  of 

Percentage 

P/E 

Percentage 

Recent 

i  y  /  / 

Analysts' 

Increase  of 

Based  on 

Variation  of 

Price  of 

Earnings 

Estimates'  of 

1  Q7Q  niiar 

i  y  /  o  over 

iy/o  tarnings 

Earnings 

Company 

Common 

Per  Share 

Cifs*~*\  1  Q7Q  roc 

rlSCal  iy/o  Lro 

1  Q77 

i  y  /  / 

Estimates 

Estimates* 

Centex 

14 

$1.42 

$2.06 

45% 

7 

4% 

Raychem 

45 

3.04 

4.39 

45 

10 

3 

Datapoint 

38% 

2.56 

3.70 

45 

10 

7 

Freeport  Minerals 

18% 

1.37 

1.97 

44 

10 

19 

American  Tel  &  Comm 

391/4 

1.67 

2.38 

43 

16 

12 

Robertshaw  Controls 

19% 

2.25 

3.17 

41 

6 

9 

Mostek 

14!/8 

1.30 

1.82 

40 

8 

18 

Allied  Chemical 

35% 

4.81 

6.67 

39 

5 

11 

National  Steel 

29% 

3.12 

4.30 

38 

7 

24 

Shaklee 

23 

3.05 

4.19 

37 

5 

3 

Kerr  Glass  Mfg 

11% 

1.83 

2.50 

37 

5 

3 

Wendys  Intl 

34% 

2.12 

2.89 

36 

12 

13 

Heublein 

26% 

1.94 

2.64 

36 

10 

6 

Montana  Power 

23% 

2.08 

2.83 

36 

8 

14 

Gelco 

20% 

2.31 

3.12 

35 

6 

8 

Public  Service  Co  Colo 

16% 

1.57 

2.12 

35 

8 

7 

Data  Gen 

42% 

2.88 

3.86 

34 

11 

3 

Tandy 

32% 

4.17 

5.51 

32 

6 

14 

Measurex 

18% 

1.65 

2.17 

32 

9 

9 

Super  Valu  Stores 

29% 

2.51 

3.31 

32 

9 

3 

Pennzoil 

28% 

3.34 

4.40 

32 

7 

8 

Digital  Equip 

39% 

2.78 

3.66 

32 

11 

3 

Hughes  Tool 

31% 

3.25 

4.28 

32 

7 

4 

American  Re-Insurance 

24% 

4.94 

6.50 

32 

4 

11 

Zale 

15% 

2.08 

2.74 

32 

6 

2 

Safeway  Stores 

36% 

3.93 

5.15 

31 

7 

7 

Husky  Oil 

24% 

3.77 

4.94 

31 

5 

10 

Mapco 

33% 

3.20 

4.19 

31 

8 

3 

Servicemaster  Ins 

30% 

1.71 

2.24 

31 

14 

3 

Transcon  Lines 

9% 

1.06 

1.38 

SO- 

7 

18 

Scientific-Atlanta 

20% 

1.60 

2.08 

SO 

10 

4 

Scott  Paper 

13 

1.60 

2.08 

30 

6 

6 

Kaneb  Services 

14 

1.54 

2.00 

30 

7 

4 

Pertec  Computer 

9% 

0.90 

1.17 

30 

8 

2 

Western  Publishing 

20% 

2.24 

2.90 

29 

7 

5 

Union  Bancorp 

13% 

1.61 

2.08 

29 

6 

11 

Alcoa 

39% 

5.38 

6.96 

29 

6 

12 

Ingersoll-Rand 

53% 

5.83 

7.54 

29 

7 

8 

Skyline 

12% 

0.98 

1.27 

29 

10 

5 

Media  Gen 

14 

1.82 

2.35 

29 

6 

9 

Sunbeam  Corp 

18% 

2.37 

3.06 

29 

6 

5 

Utah  Power  &  Light 

18% 

1.76 

2.27 

29 

8 

5 

Northern  Ind  Pub  Svc 

18 

2.06 

2.65 

29 

7 

4 

Occidental  Petroleum 

22% 

2.87 

3.68 

28 

6 

7 

Weight  Watchers  Intl 

13% 

1.21 

1.55 

28 

9 

3 

Inland  Steel 

33% 

4.23 

5.40 

28 

6 

17 

Norfolk  &  Westn  Ry 

26% 

3.31 

4.22 

28 

6 

6 

Boeing 

30 

4.24 

5.41 

27 

6 

12 

Firestone  Tire  &  Rubber 

13% 

1.92 

2.44 

27 

6 

22 

Merchants 

13% 

2.66 

3.38 

27 

4 

11 

Loctite 

19% 

1.60 

2.03 

27 

10 

5 

Tektronix 

34 

2.49 

3.16 

27 

11 

4 

American  Family 

12% 

2.26 

2.86 

27 

5 

3 

Fluke  John  Mfg 

19% 

1.63 

2.06 

27 

10 

8 

Saga 

12% 

1.62 

2.05 

27 

6 

2 

Mesa  Petroleum 

36 

2.66 

3.35 

26 

11 

6 

Beckman  Instrs 

28% 

2.00 

2.51 

26 

11 

4 

Koppers 

19% 

2.64 

3.31 

25 

6 

2 

Phillips  Petroleum 

28% 

3.37 

4.22 

25 

7 

4 

Nashua 

21% 

3.30 

4.13 

25 

5 

13 

Amerada  Hess 

23 

4.49 

5.62 

25 

4 

5 

Harris  Corp 

42% 

3.26 

4.08 

25 

10 

2 

Congoleum 

19% 

3.20 

4.00 

25 

5 

0 

Foxboro 

29 

3.46 

4.32 

25 

7 

20 

Roadway  Express 

29% 

2.28 

2.84 

25 

10 

5 

*  Percentage  range  around  the  average  in  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement  among  the  analysts. 
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The  First  Of  Many?  The  first  detachment  of  Japan's  new  parachutists  is  in  training  at  the  base  at  Navashino. 

Guns  Instead  Of  TV  Sets? 


japan  is  quietly  beginning  to  rearm.  This 
means  juicy  orders  for  some  U.S.  companies 
but  disturbing  questions  for  U.S.  policy. 


By  LAWRENCE  MINARD 

"There  are  Russian  planes  and  subma- 
rines all  around  us.  I  am  no  right-icing 
warmonger,  but  I  do  believe  we  must 
have  more  of  our  own  self-defense ." 
— Norishige  Hasegawa,  chairman,  Sumi- 
tomo Chemical  Co. 

"The  government  is  beginning  to  recog- 
nize the  importance  of  defense.  Pretty 
soon  we'll  spend  more  than  1%  of  our 
GNP  on  defense.  We  need  more  ships 
and  naturally  this  would  benefit  our 
company.  — Jiro  Komatsu,  executive  se- 
nior managing  director,  Mitsui  Engi- 
neering &  Shipbuilding  Co. 

"The  U.S.  would  like  Japan  to  pick  up 
more  of  tin  cost  of  its  defense  by  spend- 
ing more  on  early  warning  systems  and 
antisubmarine  aircraft." — Captain  Mar- 
vin Duke,  U.S.  defense  and  naval 
attache'. 

Stockholders  of  Lockheed,  McDon- 
nell Douglas,  Grumman  and  other 
American  armsmakers  should  award  de- 
fected Soviet  pilot  Lieutenant  Viktor  I. 
Belenko  a  special  medal  of  thanks.  Short- 
ly after  noon  on  Sept.  6,  1976  Belenko 
swung    aboard    his  supersophisticated 


Mig-25  jet  fighter  and  zoomed  from  his 
base  near  Vladivostok  out  over  the  Sea  of 
Japan.  Just  32  minutes  later  he  entered 
Japanese  territorial  air  space  off  Japan's 
northern  island  of  Hokkaido.  Thereafter 
Belenko  climbed,  dove  and  circled  Hok- 
kaido for  nearly  half  an  hour — during 
only  a  few  minutes  of  which  Japan's  self- 
defense  forces  knew  where  he  was! 

There  was  immense  relief  when  Be- 
lenko finally  landed  and  requested  politi- 
cal asylum  in  the  U.S.  The  emergency 
was  over.  But  as  the  above  quotes  attest, 
the  memory  of  the  Belenko  affair — what 
if  he  hadn't  been  a  defector? — is  still 
very  much  alive.  And  that  is  very  good 
news  for  U.S.  and  Japanese  arms 
suppliers. 

Over  the  coming  decade,  probably 
much  sooner,  Japan  is  likely  to  buy: 

•  Forty-five  P3C  Orion  antisubmar- 
ine aircraft  from  Lockheed  to  help  pro- 
tect against  the  100  Russian  submarines 
(half  of  which  are  nuclear  equipped)  that 
are  prowling  the  waters  between  Tokyo 
and  Honolulu. 

•  One  hundred  F-15  fighters  from 
McDonnell  Douglas  to  shoot  down  in- 
truders if  necessary. 

•  Nine  E2C  Airborne  early  warning 
planes  from  Grumman  for  locating  and 
tracking  intruders  like  Belenko. 


According  to  U.S.  embassy  sources  in 
Tokyo,  the  value  of  these  three  programs 
alone  to  U.S.  companies  is  estimated  at 
around  $4  billion  over  the  coming  seven 
years — seven  times  the  amount  the  U.S. 
has  received  over  the  past  five  years  for 
Japanese  weapons. 

The  Japanese  government  is  right  now 
deciding  its  fiscal  1978  defense  budget. 
Consensus:  This  year  Japan  will  probably 
spend  almost  $8  billion  on  defense.  That 
is  a  25%  increase  from  last  year,  and  over 
three  times  what  it  was  in  1970.  Japan's 
military  budget  still  is  less  than  one- 
tenth  that  of  the  U.S.,  but  the  trend  is 
clear:  In  the  early  1970s  Japan  spent 
around  0.79%  of  its  GNP  on  defense.  In 
1977  the  ratio  was  0.88%;  for  1978, 
0.90%.  The  next  year  it  will  probably 
come  to  around  0.92%. 

If  0.02%  increments  sound  trivial,  re- 
member the  magnitude  of  Japan's  GNP: 
At  today's  level  the  increment  is  worth 
$1.5  billion.  Several  observers  believe 
the  portion  will  soon  exceed  1%  of  GNP. 
Says  one  source:  "One  percent  is  sort  of  a 
psychological  barrier.  Once  it  is  broken, 
defense  spending  could  go  rather  quickly 
to  2%  of  GNP.  "  There  are  some  experts 
who  argue  that  in  view  of  the  sheer  size 
of  the  Japanese  economy,  Japan  will  "in- 
evitably" become  a  military  as  well  as  an 
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Intruder  Repellant:  )apan  is  expected  to  buy  100  of  these  McDonnell  Douglas  F- 1 5s. 


economic  superpower.  Says  a  top  officer 
at  one  of  Japan's  leading  trading  compa- 
nies: "We  must  have  much  more  defense 
spending.  And  we  will." 

Japan's  own  version  of  the  military- 
industrial  complex  is  pushing  for  more 
military  spending.  Several  of  Japan's  big 
heavy-equipment  makers  and  shipbuild- 
ers have  been  hit  especially  hard  by  the 
current  depression.  Companies  like  Mit- 
subishi Heavy  Industries,  Mitsui  Engi- 
neering &  Shipbuilding  and  Kawasaki 
Heavy  Industries  are  quietly  pressing 
the  government  for  more  military  air- 
craft and  ship  contracts. 

Talk  of  Japanese  rearmament  inevita- 
bly stirs  memories  of  the  1930s,  the 
Manehurian  "  incident"  and  Pearl  Har- 
bor. But  the  analogy  is  farfetched.  Japan 
still  takes  seriously  the  constitution  Gen- 
eral Douglas  MacArthur  helped  draft  for 
it  during  the  Occupation.  In  exactly  73 
tight  words  article  9  of  that  constitution 
absolutely  forbids  any  military  spending. 
But  just  as  MacArthur  ignored  article  9 
when  he  recreated  Japan's  army  (current 
strength:  180,000  troops)  during  the  Ko- 
rean War.  Japan  is  increasingly  ignoring 
it  today  in  order  to  procure  defense 
arms.  Of  course,  just  what  constitutes 
"defense"  arms  is  hotly  debated.  But  the 
remarkable  fact  is  how  much  less  heated 
the  debate  has  become  as  Japanese  faith 
in  U.S.  protection  has  waned. 

Japan  is  afraid  of  Bussia,  its  traditional 
enemy.  Bussia's  recent  arrogant  refusal 
to  return  a  group  of  Japan's  islands  upset 
all  Japanese.  They  worry  about  those  100 
U.S.S.B.  submarines,  and  about  protect- 
ing their  new  200-mile-limit  fishing  wa- 
ters from  Soviet  fishing  fleets.  At  the 
same  time  Japan  wonders  how  tar  and 
how  long  it  can  trust  the  U.S.  for  de- 
fense. Our  withdrawal  from  Vietnam  was 
seen  as  a  mixed  blessing:  Beduced  U.S. 
firepower  in  Asia  and  the  Pacific  was 
bad.  Would  Congress'  next  step  be  air 
power  withdrawals?  Then  came  the  scary 
Belenko  affair,  conclusive  proof  that  Ja- 


pan's early  air  warning  systems  are  out- 
dated. On  top  of  it  all,  the  Bussians  are 
frigid  toward  Japan  s  blossoming  eco- 
nomic ties  to  China.  (Significantly,  Chi- 
na recently  told  Japan's  Socialist  Party 
that  China  tacitly  supports  the  U.S. -Ja- 
pan security  treaty,  the  cornerstone  of 
U.S.  foreign  policy  in  the  Far  East.) 

There  is  the  simple  fact  that  even 
year  there  are  fewer  Japanese  citizens 
who  remember  the  horror  of  picking 
through  the  rubble  of  1945  Hiroshima 
and  Nagasaki. 

In  1968  Japan  bought  34  F-4  fighters 
from  McDonnell  Douglas.  The  Socialists 
fought  the  purchase.  To  insure  that  the 
F-4s  would  be  "defense  weapons,  they 
demanded  that  bomb  shackles  and  mid- 
air refueling  probes  be  removed.  Today 
Japan  is  about  to  approve  the  purchase  of 
100  F-15s — only  this  time  its  defense 
agency  is  anxious  to  keep  the  shackles 
and  probes  in  place. 

American  arms  merchants  will  benefit 
from  this  new  consciousness — up  to  a 
point.  The  Japanese  government  is  in- 
sisting that  Japanese  firms  share  in  the 
increased  spending,  too.  For  example, 
sources  close  to  Lockheed  say  Lockheed 
can  produce  the  P3C  Orion  antisubmar- 
ine planes  for  about  40%  less  than  Japa- 
nese firms  can.  Even  so,  less  than  half  of 
the  expected  45  Orions  are  likely  to  be 
purchased  directly  from  Lockheed.  The 
rest  will  be  knockdown  deliveries  (i.e., 
components  assembled  in  Japan)  and 
planes  produced  under  license  by  a  Japa- 
nese firm,  almost  certainly  Kawasaki 
Heavy  Industries.  Of  the  100  F-15s,  only- 
six  are  expected  to  be  purchased  directly 
from  McDonnell  Douglas.  Eight  will  be 
knockdown  deliveries  and  the  rest  will 
be  produced  and  assembled  by  huge 
(sales:  around  $5.7  billion)  Mitsubishi 
Heavy  Industries — the  same  company 
that  produced  the  famed  Zero. 

The  nine  Grumman  E2C  Airborne 
early  warning  planes  are  likely  to  be 
entirely  direct-purchased  from  Grum- 


man. And  even  here  Japanese 
electronics  firms  could  supply 
most  of  the  planes'  radar  tracking 
innards,  perhaps  with  help  from 
Raytheon,  Hughes  Aircraft  or  I 
General  Electric.  "But  for  eco- 
nomic, strategic  and  political 
reasons  we  feel  that  35%  or  40% 
of  the  action  is  better  than  noth- 
ing," says  William  Breer,  head  of 
the  U.S.  embassy's  political-mili- 
tary affairs  section  in  Tokyo. 

This  kind  of  arms  technology 
procurement  leads  some  observ- 
ers to  worry  that  Japan  will  soon 
become  an  arms  exporter.  But 
don't  bet  on  this  happening  over- 
night. Japanese  public  sentiment 
would  have  to  change  much 
more  than  it  has.  Self-defense  is 
one  thing;  death  merchandising 
is  something  else.  But  no  one  is 
ruling  out  the  possibility  that  Japan  will, 
perhaps  in  the  near  future,  begin  to 
ship  arms.  "It  would  increase  the  Japa- 
nese arms  companies  economies  of 
scale,  and  so  reduce  their  production 
costs  substantially,"  agrees  Yoshino  Tsu- 
kakoshi,  Grumman  s  Tokyo-based  de- 
fense specialist.  "We  have  a  new  gen- 
eration of  35-to-45-year-olds  who  think 
it  is  natural  to  increase  our  defense 
spending.  I  think  it  is  possible  that  in 
the  next  five  or  ten  years,  or  maybe 
earlier,  we  will  amend  [article  9  of]  our 
constitution." 

Captain  Marvin  Duke,  the  U.S.'  To- 
kyo-based defense  and  naval  attache', 
says:  "Hell,  I  get  pretty  pessimistic  when 
I  see  the  steel  mills  in  Youngstown  put- 
ting up  signs  saying:  'The  Japanese  did 
this  to  you.'  If  we  back  the  Japanese  into 
a  corner  economically,  they  may  very 
well  decide  to  be  a  world  power  through 
military'  procurements.  It's  like  matter 
and  antimatter  meeting  in  space:  You  get 
an  explosion,  one  that  could  have  a  huge 
impact  on  all  the  Free  World.  That's  a 
scenario.  But  all  the  ingredients  are 
there  and  nothing  is  stopping  it.  As 
things  get  bad  economically,  they  might 
turn  right  and  rearm.  If  that  happens 
they  won't  be  our  good  friends  anymore. 
They'll  be  their  own  friends." 

"The  frustrating  thing,"  says  the  U.S. 
embassy's  Bill  Breer,  "is  the  Japanese 
don't-  always  believe  us  when  we  say 
we're  committed  to  defending  them.  We 
say  the  security  treaty  is  the  anchor  of 
our  Far  East  policy.  They  say:  An  an- 
chor? That  s  something  you  can  pick  up 
and  run  with.'  ' 

Japan  is  taking  the  first,  hesitant  steps 
on  the  road  to  becoming  at  least  a  mod- 
est military  power  again.  But  while  re- 
joicing in  the  business  that  this  will  bring 
American  companies  and  in  the  benefits 
to  the  U.S.  balance  of  payments,  Ameri- 
cans would  do  well  to  ponder  the  reasons 
for  it — and  the  deeper  implications  for 
world  peace  and  U.S.  power.  ■ 
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Fruehauf  finances  ships  .  .  .  tractor-trucks  .  .  .  warehouses  and  terminals 

as  well  as  ship  repairs  ...  as  well  as  trailers  ...  as  well  as  tractor-trailers. 


Fruehauf  Finance  Co.:  Consolidated  Receivables  Outstanding 
($  in  thousands) 


And  fueling  its 
growth  with  America's 
11th  largest  captive 
finance  company. 

For  the  eighth  consecutive  year,  Fruehauf 
Finance  Company  has  set  new  records  for  earnings, 
finance  revenue  and  customer  receivables. 

America's  1 1th  largest  captive  finance  company, 
Fruehauf  Finance  is  now  a  $500  million  business, 
helping  customers  finance  the  full  spectrum  of 
Fruehauf  products  and  services,  including  trucks  as 
well  as  trailers;  terminals;  ship  repairs;  container 
handling  eguipment;  agricultural  products  and  many 
kinds  of  capital  expenditures. 

Through  affiliates,  we  are  expanding  in  Canada 
and  Mexico.  And  through  a  growing  subsidiary, 
Transport  Acceptance  Corporation,  are  now  financing 
other  transportation  products  as  well. 

For  what  it  all  means  in  black  and  white,  write 
for  our  Annual  Report:  Fruehauf  Corporation,  Dept. 
FO-38,  10900  Harper,  Detroit,  Mich.  48232.  Total 
Transportation  .  .  .  the  world  of  Fruehauf .  .  .  we're 
rolling. 


$600,000 
$500,000 

$400,000 
$300,000 
$200,000 
$100,000 


Ifeuehaiif 


$60,000 


$50,000 


$40,000 


$30,000 


$20,000 


$10,000 


0 

1971      1972     1973     1974  .  1975 


[977 


! 



—  ,— ~  

1974 


1975 


1976 


1977 


Transport  Acceptance  Corp.:  Receivables  Outstanding 
($  in  thousands) 


Itel's  64,000-ton  YSI  Trader  in  the  Panama  Canal,  en  route  to  Japan  from  Norfolk,  Virginia. 


Capital  equipment. 
It  keeps  us  and 
our  customers 
growing  strong. 

In  any  business,  capital  equipment 
means  growth.  And  because  we  specialize 
in  innovative  ways  to  use  capital  equip- 
ment dollars  more  effectively,  our  exper- 
tise has  helped  Itel  grow  as  much  as  it's 
helped  our  customers. 

Since  we  concentrate  on  two  of  the 
largest  categories  of  capital  equipment  — 
transportation  and  computer  equipment 
—  we've  built  a  large,  ever-expanding 
asset  base  in  order  to  meet  our  customers' 
growing  needs. 

The  result  has  been  outstanding  finan- 
cial performance.  In  1977,  for  example, 
Itel's  revenues  reached  a  new  high  of  $401 
million.  And  our  net  income  increased 
to  a  record  $31.5  million. 

We've  designed  and  built  our  success 
in  capital  equipment  leasing  with  innova- 
tive marketing  ideas.  And  as  we  continue 
to  grow,  the  same  type  of  creative  think- 
ing will  serve  our  customers  as  well  as  it's 
served  us. 

Itel.  We're  a  company  that  will  grow 
on  you. 


ASSETS 

Millions  of  Dollars 


1973    1974    1975    1976  1977 


coRPCffLATrasr 

One  Embarcadero  Center 
San  Francisco,  California  94111 


Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I.  For  further  information,  write  for  our  annual  report. 


Alonzo  Delano,  Susan  Robinson, 
Wells  Fargo  man.  Wells  Fargo  womat 


Artist,  historian,  author-  his 
L  vernacular-style  Gold  Rush 


stories  signed  "Old  Block"  are 
said  to  have  profoundly  influenced 
I  Mark  Twain -Alonzo  Delano 
1  was  also  Wells  Fargo  agent  for  the 
town  of  Grass  Valley,  Calif. 

When,  in  1855,  a  fire  razed 
three  hundred  of  Grass  Valley's 
buildings,  all  that  was  left  of 
Delano's  office  was  its  brick-and- 
iron vault.  Requisitioning  a  surviving  shanty,  Delano 
hauled  it  on  rollers,  behind  two  teams  of  oxen  and 
dropped  it  into  place  around  his  vault  before  the  ashes  had 
cooled.  Wells  Fargo  was  back  in  business  without 
missing  a  single  working  day. 


From  its  inception,  a  manufac 
turer  of  computer  peripheral 
equipment  had  been  plagued  b> 
financial  and  operational  proble 
But  Wells  Fargo  Vice  President 
Susan  Robinson,  newly  respons 
for  the  firm's  account,  decided 
that  things  looked  worse  than  lY 
actually  were.  By  closely  followi 
financial  and  production  reports 
Robinson  became  convinced  that  the  company's  manaj 
ment  was,  in  fact,  turning  the  company  around.  She 
decided  to  stand  behind  them. 

When  the  opportunity  came  for  the  firm  to  close  a 
major  international  sales  agreement,  Robinson  convinc 
Wells  Fargo  to  step  up  their  loan  exposure  to  meet  the 
company's  expanded  working  capital  needs. 

Result:  The  firm  is  now  on  a  sound  financial  footinj 
Its  revenues  have  doubled,  and  profits  are  more  than 

four  times  what  they  were 
year  ago. 

Personal  effort:  it's  help< 
make  Wells  Fargo  a 
$14  billion  bank. 


Proven.  V  fells  Fiargo  Bank. 


San  Francisco  •  Los  Angeles 


As  1  See  It 


Let  The  Mortgagor  Beware 

Soon,  and  with  the  best  of  intentions,  no  doubt,  savings  and  loan  associations 
may  be  pushing  some  new  mortgage  instruments.  Somebody  should  think  twice. 


By  JANE  BRYANT  QUINN 

Mortgage  lenders,  bidding  aggres- 
sively to  broaden  their  markets,  are  pin- 
ning their  hopes  on  a  variety  of  new 
mortgage  instruments.  In  the  sales  bro- 
chures, they  sound  terrific.  As  now  prac- 
ticed, they  raise  serious  questions  for 
public  policy,  which  have  not  yet  been 
examined. 

The  Federal  Home  Loan  Bank  Board, 
whose  constituents  are  4,065  federally 
insured  savings  and  loan  associations  and 
74  mutual  savings  banks,  has  just  pub- 
lished a  three-volume  study,  endorsing 
the  new  mortgages.  They  11  soon  be  ap- 
proved for  federal  S&Ls,  if  Congress  goes 
along.  But  based  on  such  evidence  as 
there  is,  the  FHLBB  might  better  have 
urged  caution.  Early  experience  with 
some  of  these  mortgage  instruments,  not 
mentioned  in  the  report,  suggests  that 
they  may  hock  the  futures  of  the  young, 
decimate  the  savings  of  the  old  and  create 
a  new  constituency  for  inflation. 

The  biggest  potential  problems  lie 
with  the  two  most  innovative  ideas, 
,i  which  promise  lenders  many  new  cus- 
tomers. They  are  the  graduated  payment 
mortgage,  principally  for  younger  people 
with  high  income  expectations,  and  the 
reverse  mortgage,  for  the  retired. 

On  a  graduated  payment  mortgage 
(GPM),  monthly  payments  start  out  low- 
er than  usual  for  that  size  loan.  Payments 
increase  every  year  for  five  to  ten  years, 
then  level  out  at  a  higher  amount  than 
would  be  charged  under  a  conventional 
plan.  A  conventional  $30,000  30-year 
mortgage  at  9%,  for  example,  costs 
$241.39  a  month.  Under  the  most  popu- 
lar form  of  GPM  insured  by  the  Federal 
Housing  Administration,  monthly  pay- 
ments would  begin  at  $196,  increase  each 
year  an  average  of  $15.90,  level  off  in  the 
sixth  year  at  $262  a  month  and  remain 
there  for  the  rest  of  the  mortgage. 

GPMs  cost  more  over  the  life  of  the 
loan,  usually  several  thousand  dollars 
more.  Down  payments  are  generally 
higher;  with  nongovernment  GPMs,  in- 
terest rates  may  be  higher,  too.  But 
thanks  to  lower  monthly  payments  in  the 

Ms.  Quinn  writes  a  syndicated  column  for  the 
fffiashington  Post  Writers  Group. 


early  years,  borrowers  marginally  un- 
qualified for  regular  mortgages  may  be 
granted  a  GPM. 

So  far,  these  loans  have  been  offered  by 
some  80  lenders,  chiefly  mortgage  compa- 
nies, in  14  states.  But  interest  is  growing 
rapidly.  Last  year  Congress  removed  cer- 
tain snags  in  order  to  make  FHA-insured 
GPMs  available  in  all  states.  A  few  state- 
chartered  lenders  offer  conventional,  un- 
insured GPMs.  Others  combine  them 
with  private  mortgage  insurance. 

The  rationale  for  rising  payments  is 


Chicago,  where  private  GPM  mortgages 
are  available,  reports  that  about  half  the 
GPM  buyers  choose  bigger,  more  ex- 
pensive homes  than  is  normal  for  their 
income  group.  The  FHA  s  data  on  feder- 
ally insured  plans  shows  the  same  ten- 
dency: The  average  income  of  GPM  bor- 
rowers was  $15,500  for  homes  with  an 
average  cost  of  $34,965.  By  contrast, 
homes  bought  on  the  regular  FHA  plan 
averaged  $30,243  in  price  and  the  buy- 
ers' incomes,  $18,300. 

Apparently,   this  doesn't  worry  the 


that  borrowers  get  regular  salary  in- 
creases, hence  will  have  the  money  to 
pay  the  freight.  The  borrower  is  pledg- 
ing the  unknown  future  as  collateral,  and 
lenders  are  confidently  lining  up  to  take 
his  marker. 

Typically,  home  buyers  are  financially 
pinched  for  the  first  couple  of  years,  then 
relax  a  little  as  their  earnings  gain  on 
mortgage  payments.  Out  of  their  raises, 
they  finance  furniture,  appliances,  cur- 
tains, babies.  But  with  a  GPM,  the  mort- 
gage lender  has,  in  effect,  first  call  on 
each  salary  raise,  leaving  less  for  every- 
thing else. 

GPM  buyers  tend  to  stretch  their  bud- 
gets to  the  snapping  point,  using  the  low 
initial  monthly  payments  to  buy  homes 
they  normally  couldn't  afford.  A  spokes- 
man for  The  Hoffman  Group  outside 


FHLBB,  which  is  aware  of  the  FHA 
data,  though  it  didn't  include  it  in  the 
study.  In  fact,  Richard  Marcis,  acting 
director  of  the  FHLBB's  Office  of  Eco- 
nomic Research,  seems  to  think  lever- 
aged debt  is  fine  for  the  average  Ameri- 
can. "Instead  of  starting  small  and 
waiting  four  or  five  years  for  the  bigger 
house  they  really  want,"  Marcis  says, 
"GPM  borrowers  can  have  that  bigger 
house  today. 

That  attitude  may  gratify  builders  of 
expensive  suburban  homes,  but  there 
are  hidden  costs  for  the  home  buyer. 
Though  the  annual  increase  in  GPM  pay- 
ments isn't  large,  all  the  other  costs  rise 
proportionately  when  a  family  buys  a 
bigger  house — the  fuel  bill,  electricity, 
taxes,  upkeep.  Chances  rise  that  they'll 
be  "house  poor"  for  years,  in  a  riskier 
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"Flying  Concorde 
is  like  getting  two 
extra  business  days? 


R.  Bruce  Paschal,  Senior  Vice  President,  Castle  and  Cooke  Foods 

"Concorde  may  cost  more  than 
ordinary  first  class.  But  on 
round  trips  from  New  York, 
I  don't  lose  valuable  days 
traveling  and  recovering  from 
long  flights.  Vve  taken 
several  round  trips  on 
Concorde  so  far,  and  many  of 
our  executives  are  also  using 
it  regularly." 

Enjoy  the  Concorde 
advantage.  Contact  your 
Travel  Agent,  Corporate 
Travel  Department  or 
Air  France. 


Cancanofe 


The 


Things  are  looking  up 
in  the  money  market. 

Thanks  to  the  recent  rise  in  money  market 
yields,  short-term  investors  are  looking  happier.  They 
are  also  looking  quite  favorably  upon  Fidelity  Daily 
Income  Trust. 

Look  at  liquidity.  The  Trust's  free  check 
writing  feature  permits  a  high  degree  of  liquidity.  Moreover,  it^ 
permits  your  funds  to  earn  income  until  a  check  is  actually 
presented  for  payment. 

Low  costs.  Larger  investors  benefit  from  FDITs  set 
$2.50  monthly  service  fee.  It  remains  fixed  no  matter  how  large  the 
account.  The  low  management  fee  (  3/1 0  of  1  %  of  The  Trust's  net 
k assets)  compares  favorably  with  similar  investments. 
Look  into  this  matter  further  by  calling 
or  writing  today. 

CallFree(800)225-6190 

In  Mass.  Call  Collect  (61 7)  726-0650 


Fidelity  Daily 
Income  Trust 


RO.  Box  832,  Dept.  FF80306 
82  Devonshire  St..  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write  or  call 
for  a  prospectus  Read  it  carefully  before 
you  invest  or  send  money 


CITY  STATE 

Retirement  Plan  Information.  Keogh  H  403B  D 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management 
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credit  situation  and  doing  less  business 
with  all  the  other  merchants  in  town. 
The  risk  of  default  rises,  too. 

The  young  aren't  the  only  ones  who 
new  mortgage  instruments  could  tempt 
into  living  beyond  their  incomes.  So- 
called  "reverse  mortgages"  are  prettily 
designed  to  lure  into  debt  the  retired 
person  whose  home  is  paid  for. 

The  form  of  reverse  mortgage  favored 
by  the  FHLBB — the  reverse  annuity 
mortgage — may  have  some  merit.  In  one 
proposal  the  older  homeowner,  needing 
income,  may  borrow  his  equity  in  the 
house  and  use  it  to  buy  a  lifetime  annuity 
from  an  insurance  company.  Loan  inter- 
est is  deducted  automatically  and  sent  to 
the  bank  or  S&L.  The  rest  is  paid  to  the 
homeowner  as  income.  At  death,  the 


".  . .  They  sound  terrific,  but 
may  hock  the  futures  of  the 
young  and  decimate  the  sav- 
ings of  the  old  . . ." 


house  is  sold  and  the  mortgage  repaid. 

No  one  is  now  writing  this  kind  of 
mortgage,  so  it  remains  to  be  seen  how 
the  idea  will  really  work  in  practice.  But 
one  reverse  mortgage  that  has  made  it  to 
market  could  be  pernicious.  Begun  last 
fall  by  the  state-chartered  Broadview 
Savings  and  Loan  in  Ohio,  these  mort- 
gages lack  the  one  feature  most  impor- 
tant to  a  retiree — the  right  to  stay  in  the 
home  until  he  dies.  He's  allowed  to  bor- 
row his  equity,  payable  in  monthly 
checks  over  five,  seven  or  ten  years,  with 
loan  interest  due  currently.  Those 
checks  are  used  to  augment  his  income. 
At  the  end  of  the  term,  the  checks  stop 
and  the  mortgage  falls  due.  If  he  can't 
afford  the  payments  (and  Broadview  as- 
sumes that  he  probably  can't)  or  get  an 
extension  (not  guaranteed),  he  11  have  to 
sell  the  house,  pay  off  the  loan  and  hope 
there  s  enough  money  left  to  house  him 
for  the  rest  of  his  life. 

It's  housing  roulette  for  retired  risk- 
takers.  You  win  if  you  (and  your  spouse) 
die  before  the  loan  falls  due.  You  win  if 
housing  inflation  is  great  enough  to  de- 
value the  debt  sharply.  But  if  inflation 
slows,  if  your  particular  house  doesn't 
rise  a  lot  in  value,  or  if  you're  too  long- 
lived,  you're  a  loser — and  maybe  in 
housing  trouble  for  your  last  few  years. 

For  the  young,  for  the  old,  the  chief 
result  of  these  new  mortgages  may  well 
be  to  tempt  even  more  Americans  to  live 
beyond  their  incomes.  The  warning 
signs  are  already  up.  The  FHLBB  should 
take  another  look.  ■ 
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Where  There's  Smoke... 


. . .  there's  profit  to  be  made  from  cigarettes.  And  these  days 
the  smoke  signals  are  much  clearer  abroad  than  at  home. 


The  U.S.  cigarette  industry's  days  of 
prosperity,  far  from  being  numbered  by 
unrelenting  health  warnings,  promise  to 
go  on  endlessly.  The  main  reason  is  the 
phenomenal  growth  of  the  cigarette  mar- 
ket abroad,  which  is  not  only  almost  six 
times  the  size  of  the  610-billion-unit 
U.S.  market  but  is  also  growing  faster. 
Granted  that  the  foreign  to- 
tal— some  3.5  trillion 
butts — includes  about  a  tril- 
lion units  in  China  and  Rus- 
sia plus  perhaps  500  billion 
more  in  other  not  easily  ac- 
cessible markets.  But  that 
still  leaves  2  trillion  a  year  in 
foreign  markets  that  are  of- 
ten fast  growing  and  readily 
accessible.  One  tip-off  to 
the  importance  of  foreign 
markets  to  U.S.  companies 
is  U.S.  cigarette  exports, 
which  in  the  last  decade 
have  jumped  from  24  billion 
to  67  billion  annually. 

Philip  Morris,  first  among 
the  U.S.  companies  with  a 
foreign  operation  (begun  in 
1954),  last  year  enjoyed  an 
18%  gain  in  foreign  operat- 
ing income  to  $154  million 
on  revenues  (including  ex- 
cise taxes)  of  $1.35  billion. 
PM's  unit  cigarette  sales — 
for  some  five  years  larger 
abroad  than  at  home — rose  9.3%  outside 
the  US.  vs.  5.2%  domestically.  Foreign 
tobacco  now  accounts  for  some  20%  of 
the  company's  total  operating  earnings. 

R.J.  Reynolds  got  started  abroad  much 
later  than  Philip  Morris,  but  it  is  growing 
up  fast.  Last  year  its  foreign  tobacco 
operating  earnings  spurted  from  $52  mil- 
lion to  some  $82  million  on  over  $1- 
billion  revenues.  American  Brands,  the 
third-largest  U.S.  cigarette  company, 
saw  its  British  Gallaher  subsidiary  post  a 
24%  operating  earnings  gain. 

The  foreign  tobacco  market  wasn't  al- 
ways so  rosy.  For  example,  before  1977  s 
recovery,  Gallaher  had  severe  earnings 
problems  in  the  chaotic  U.K.  market. 
Lorillard  found  itself  unable  to  make 
much  money,  so  its  parent  Loews  Corp. 
decided  to  sell  out  last  year  for  $141 
million  to  London-based  British-Ameri- 


can Tobacco  Co. ,  which  will  export  Lor- 
illard brands  from  the  U.S. 

Most  tobacco  companies  prefer  ex- 
porting to  investing  overseas.  "Frankly," 
says  Hugh  Cullman,  president  of  Philip 
Morris  International,  "if  we  could  export 
to  160  countries  and  territories  we 
would.  But  we  live  in  a  world  of  tariff 


barriers  in  many  areas.  For  example, 
unless  you  make  cigarettes  indigenously, 
you  don't  sell  in  the  Common  Market." 

Who's  the  competition?  Present  ev- 
erywhere is  British-American  Tobacco, 
the  world's  largest  cigarette  maker,  with 
volume  last  year  of  some  525  billion 
units.  BAT's  globe-straddling  tobacco 
operations  last  year  earned  $675  million 
before  taxes.  Then  there  is  British-based 
Rothmans  International,  which  operates 
in  (among  other  countries)  the  U.K., 
West  Germany  and  Canada,  and  which 
reported  a  64%  earnings  gain  last  year  to 
$140  million  on  some  215  billion  units. 

Besides  such  major  powers,  there  are 
companies  that  are  strong  in  a  single 
country  and  a  whole  bevy  of  national 
monopolies  which  often  differ  sharply  in 
the  tightness  of  their  control  of  the  na- 
tional market.  For  example,  the  Italian 


and  Swedish  state  monopolies  are  quite 
willing  to  buy  imported  cigarettes  to 
meet  local  demand,  and  thus  are  good 
markets  for  American  companies.  But  in 
a  country  like  Japan  (a  300-billion-unit 
market),  a  tightly  controlled  monopoly 
has  limited  outsiders  to  a  small  percent- 
age of  its  market  through  an  elaborate 
import  quota  system. 

The  most  interesting 
areas  in  the  foreign  cigarette 
market  today  are  those 
where  growth  is  1)  slowing 
down,  as  it  is  in  Germany, 
or  2)  proceeding  uproarious- 
ly, as  in  Brazil.  In  Germany 
(as  in  the  U.S.),  says  J.  Ty- 
lee  Wilson,  head  of  R.J. 
Reynolds  Tobacco  Interna- 
tional, "the  name  of  the 
game  is  increased  market 
share.  "  In  Brazil,  which  as  a 
market  is  already  as  big  as 
West  Germany  and  is  the 
fastest-growing  cigarette 
market  in  the  Western 
world,  the  name  of  the 
game  is  getting  an  edge  on 
BAT.  BAT's  Souza  Cruz 
subsidiary  in  Brazil  controls 
an  astonishing  83%  of  that 
market,  from  which  last 
year  it  made  an  estimated 
$130  million,  20%  of  BAT's 
worldwide  tobacco  net. 
But  the  competition  in  Brazil  is  com- 
ing on  strong.  Philip  Morris  and  Rey- 
nolds have  poured  millions  into  buying 
local  companies  and  establishing  brands. 
Each  now  has  about  7%  of  the  market, 
and  both  are  still  losing  money.  But,  says 
PM's  Cullman,  "The  carrot  there  is  defi- 
nitely worth  the  effort." 

Elsewhere,  Japan  is  considering  rais- 
ing its  current  import  quota.  If  the  quota 
were,  say,  doubled  to  8%  of  the  Japanese 
market,  most  of  the  11  billion  units  re- 
sulting from  the  change  would  probably 
come  from  the  U.S. 

How  profitable  for  the  U.S.  companies 
is  all  this  foreign  business?  Says  PM's 
Cullman:  "Taking  out  a  few  investment 
loss  situations  like  Brazil,  the  return  on 
investment  compares  favorably  to  our 
domestic  return."  At  home,  that's  better 
than  20%.  It  can't  be  too  bad.  ■ 
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Statistical  Spotlight 


Corporations  Are 
Still  Cash  Rich 


But  some  of  them  are  finding  their  liquidity 
to  be  an  embarrassment  and  some  a  temptation. 


It  took  the  money  crunch  of  1974  and 
1975  to  bring  cash  back  into  style.  Before 
that  the  prevailing  view  had  been  that  of 
ITTs  Harold  Geneen,  who  preached 
that  idle  cash  balances  were  a  sign  of 
poor  management.  But  there  is  nothing 
like  a  bad  recession  and  nay-saying  bank- 
ers to  make  managers  appreciate  the  lux- 
ury of  fat  bank  balances.  As  low  as  $44 
billion  in  mid-1975,  the  nation's  manu- 
facturing, mining  and  retailing  corpora- 
tions cash  and  securities  balances 
mounted  to  $69  billion  by  the  fourth 
quarter  of  1976. 

Final  data  on  1977  won't  be  available 
for  a  month  or  so,  but  after  talking  with 
scores  of  corporate  treasurers  Forbes 
concludes  that  corporate  cash  balances 
remained  nearly  as  high  at  the  end  of 
1977  as  at  the  end  of  1976.  This  in  spite 
of  huge  outlays  for  inventories,  divi- 
dends and  expansion.  However,  in  a  rel- 
ative sense,  cash  balances  did  decline: 
With  current  liabilities  mounting,  cash 
balances  fell  from  33%  of  current  liabili- 


ties to  28%  or  29%.  But  they  were  still 
well  above  the  cyclical  low  of  24%  in 
early  1975. 

In  some  cases  cash  declined  absolutely 
as  well  as  relatively:  Exxon  saw  its  $5- 
billion  cash  hoard  shrink  by  some  15%  in 
1977.  According  to  one  Exxon  financial 
man,  "The  primary  reasons  were  foreign 
exchange  losses  and  a  half-billion  dollar 
reduction  in  debt  ''  IBM,  starting  1977 
with  $6-billion  cash,  spent  $700  million 
from  its  petty  cash  to  buy  2.5  million  of 
its  own  shares.  General  Motors  dropped 
over  a  billion  by  raising  its  dividend  and 
expanding  its  plants. 

Stocks  were  down,  so  if  you  had  cash, 
why  not  offer  it  in  exchange  for  another 
company?  Besides,  if  you  kept  cash, 
someone  might  borrow  money  to  take 
you  over  and  repay  the  bank  from  your 
own  treasury.  J.  Bay  McDermott,  with 
$550  million  in  cash,  bought  Babcock  & 
Wilcox,  outbidding  United  Technol- 
ogies. One  reason  both  companies  want- 
ed B&W:  It  has  some  $145  million  in 


cash.  A  variation:  Some  companies  see 
their  cash  flow  dwindling  a  few  years 
from  now,  and  that  may  be  why  Sun  Co. , 
an  oil  company,  tried  to  move  into  the 
health-care  business  by  acquiring  Bee- 
ton,  Dickinson,  which  has  built  up  $92 
million  in  cash  through  1977. 

Like  the  health-care  companies,  the 
broadcasting  companies  generate  large 
amounts  of  capital  which  they  have  nev- 
er been  successfully  able  to  invest.  But 
they  keep  trying.  CBS  last  year  acquired 
one  publishing  company,  Fawcett,  for 
$50  million.  However,  CBS  still  ended 
the  year  with  $200  million  uninvested 
and  tried  to  acquire  a  company  called 
IMS  Corp.,  but  was  rebuffed. 

Not  many  companies  are  like  Georgia- 
Pacific.  Last  year,  it  had  only  $11  million 
in  cash  out  of  total  assets  of  $2.9  billion, 
down  46%  from  the  year  before,  and 
only  3%  of  its  current  liabilities.  G-P 
believes  that  its  money  should  be  invest- 
ed in  trees,  factories  and  inventories, 
and  that  its  credit  at  the  bank  is  good.  ■ 


Corporate  Cash  1977:  Some  Have  More,  Some  Less 

Cash  and  Cash  as  %  Cash 

Equivalents  %  Change  of  Current  per  Recent  Book 

Company  1977  (mil.)  from  1976  Liabilities  Share  Price  Value 


AIRLINES 

American  Airlines*  $426.8  +52%  79%  $14,92                  9%  $24.78 

Delta  Air  Lines*  78.3  +82  27  3.93  37%  33.91 

UAL  679.1  +11  82  27.56  20  37.15 


AUTOMOTIVE 

Champion  Sparkplug*  62.9 

Chrysler  408.8 

Firestone  Tire  &  Rubber  215.8 

Ford  Motor  3,371.5 

General  Motors  3,240.0 

B.F.  Goodrich  142.6 

Goodyear  Tire  &  Rubber  78.1 


-  8 
-29 
-34 
+  103 
-30 
+23 
+  19 


71 
13 
23 
43 
39 
39 
6 


1.65 
6.78 
3.75 
28.36 
11.35 
9.71 
1.09 


10% 
12% 
13% 
42% 
57% 
19% 
16% 


8.85 
48.51 
28.12 
71.13 
53.71 
51.71 
27.62 


CHEMICALS 
Dow  Chemical 
E.I.  Du  Pont* 
Freeport  Minerals 
W.R.  Grace 
Monsanto 
Union  Carbide 


135.4 
207.0 
87.3 
180.0 
200.5 
323.1 


+2 
+6 
-8 
-23 
-37 
-20 


8 
16 
159 
24 
31 
23 


0.73 
4.28 
5.64 
4.78 
5.53 
5.08 


23% 
101% 
18% 
23% 
46% 
37% 


16.90 
83.74 
22.15 
32.58 
65.91 
53.54 
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Cash  and 

Cash  as  % 

Cash 

Equivalents 

%  Change 

of  Current 

per 

Recent 

Book 

Company 

1977  (mil.) 

from  1976 

Liabilities 

Share 

Price 

Value 

COMMUNICATIONS  &  ENTERTAINMENT 

ABC* 

$178.5 

+29% 

81% 

$10.00 

36% 

$26.55 

CBS* 

198.0 

-36 

43 

7.19 

443/4 

27.53 

Walt  Disney 

174.9 

+59 

202 

551 

33 

24.32 

Dow  Jones 

51.8 

-27 

66 

3.35 

293/4 

8.51 

Time  Inc. 

180.1 

+  18 

92 

8.84 

35 

25.48 

ELECTRONICS 

Motorola 

115.7 

+39 

30 

3.81 

36% 

25.88 

Tektronix* 

95.0 

+  18 

103 

5.34 

34 

16.79 

Texas  Instruments 

257.1 

-13 

55 

11.27 

64% 

31.73 

FOREST  PRODUCTS 

Georgia-Pacific 

11.0 

-57 

3 

0.11 

233/4 

14.84 

International  Paper 

288.0 

-12 

58 

6.15 

36% 

42.35 

Union  Camp 

96.5 

-40 

85 

3.97 

38% 

29.79 

Westvaco 

92.6 

+  17 

93 

5.48 

24 

27.58 

Weyerhaeuser 

261.2 

-11 

55 

2.05 

217/8 

15.53 

HEALTH  CARE  &  PERSONAL  PRODUCTS 

Hniciican  noirits  rrous 

-10 

91 

2.04 

27% 

6.50 

Minerican  nosp  ouppiy 

OS.  1 

+310 

39 

2.15 

23% 

14.53 

Mvon  riuDS 

00*1.1 

+6 

116 

6.62 

45% 

11.27 

Becton,  Dickinson 

91.6 

-13 

102 

4.82 

36% 

18.93 

Colgate-Palmolive* 

145.5 

-37 

21 

1.87 

19% 

13.35 

Procter  &  Gamble 

674.1 

-3 

75 

8.16 

77% 

33.64 

Schering-Plough 

335.0 

+  13 

46 

6.19 

26% 

15.07 

ME  1  MLo 

Alcoa 

88.7 

+  151 

16 

2.57 

39% 

51.78 

Armco  Steel 

37.0 

-13 

6 

1.25 

26% 

47.65 

Bethlehem  Steel 

238.8 

-40 

24 

5.47 

20% 

49.90 

Newmont  Mining 

54.5 

-46 

43 

2.19 

17 

23.17 

Republic  Steel 

50.0 

+9 

13 

3.09 

22% 

82.44 

Reynolds  Metals 

52.6 

-19 

14 

2.80 

25% 

49.43 

U.S.  Steel 

698.9 

+25 

41 

8.30 

25% 

61.09 

MULTICOMPANIES 

Esmark* 

68.5 

+91 

16 

3.87 

25% 

39.82 

General  Electric 

2,278.2 

+41 

42 

9.99 

44% 

26.05 

ITT 

252.0 

+2 

7 

2.41 

27% 

33.63 

Norton  Simon 

131.9 

-34 

26 

2.83 

17% 

17.23 

RCA 

263.5 

+48 

19 

3.52 

24 

17.32 

Teledyne 

287.0 

+23 

81 

24.29 

74% 

56.28 

United  Technologies 

578.0 

+69 

52 

18.50 

33% 

34.23 

Westinghouse 

640.4 

+9 

25 

7.33 

17% 

26.08 

OFFICE  EQUIPMENT 

Burroughs 

125.1 

+49 

17 

3.07 

59% 

41.61 

Honeywell 

311.8 

+9 

49 

14.54 

44 

56.38 

IBM 

5,406.6 

-12 

104 

36.66 

254% 

85.57 

NCR 

307.3 

-1 

44 

11.65 

40% 

38.23 

Sperry  Rand 

55.9 

+  123 

6 

1.61 

33% 

39.87 

Xerox 

691.6 

+3 

59 

8.61 

44% 

30.76 

OIL 

Exxon* 

4,205.0 

-16 

41 

9.39 

44% 

43.07 

Kerr-McGee 

104.2 

+31 

33 

4.03 

40% 

38.79 

Shell  Oil 

209.8 

-69 

13 

1.43 

28% 

35.99 

Standard  Oil  (Calif.) 

1,277.5 

+31 

28 

7.50 

37% 

44.80 

OTHER 

AT&T 

1,283.1 

-14 

14 

1.98 

59 

57.78 

Anheuser-Busch 

153.5 

+  14 

72 

3.40 

18% 

15.07 

Dun  &  Bradstreet 

143.2 

+72 

132 

5.15 

28% 

9.62 

R.R.  Donnelley 

95.6 

+28 

90 

5.20 

22% 

19.64 

Hershey  Foods 

117.2 

+  104 

141 

8.54 

21 

18.92 

J.  Ray  McDermott* 

553.2 

+23 

163 

17.34 

24% 

25.88 

Owens-Corning  Fiberglas 

111.7 

^3 

49 

7.41 

60 

36.79 

Petrie  Stores* 

98.6 

+  17 

675 

7.01 

35 

10.45 

Whirlpool 

188.3 

+36 

77 

5.21 

20% 

15.29 

'Interim  balance  sheet. 

— 
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The  Fairchild  Jinx 


Time  was  when  Fairchild  Camera  led  the  semiconductor 
pack.  Can  its  new  chairman  put  it  back  in  the  running? 


Fairchild  Camera  and  Instrument 
Corp.  is  a  company  with  a  unique  and 
brilliant  past  and  an  equally  unique  rec- 
ord of  lost  or  miffed  opportunities. 

The  third-largest  semiconductor  com- 
pany (after  Texas  Instruments  and  Mo- 
torola), it  was  founded  in  1920  by  the  late 
Sherman  Fairchild  to  manufacture  his 
aerial  cameras  and  got  in  on  the  ground 
floor  in  semiconductors  37  years  later  by 
backing  eight  young  entrepreneurial  en- 
gineers. The  Mountain  View,  Calif,  com- 
pany invented  the  "flat  transistor"  that 
made  mass-produced  integrated  circuits 
feasible,  processed  some  of  the  first  com- 
mercial silicon  chips  and  helped  develop 
the  aggressive  forward  pricing  that 
brought  in  the  market. 

But  its  eight  founders  left  long  ago  in 
the  turmoil  that  gutted  its  management 
in  the  Sixties  (and  created  a  good  part  of 
the  modern  semiconductor  industry).  Its 
once  preeminent  technology  came  to  be 
dominated  by  older  "bipolar"  fabrication 
techniques  while  it  fell  far  behind  in  the 
newer  metal  oxide  semiconductor  (MOS) 
processes. 

Fairchild  was  turned  around  with  rec- 
ord profits  in  1973  by  C.  Lester  Hogan 
and  six  other  executives  recruited  from 
Motorola.  But  the  turnaround  didn't 
take;  the  company  has  never  been  that 
profitable  again,  and  its  net  margins  have 
dwindled  from  7.5%  in  1973  to  2.4%  last 
year  (on  a  record  $460  million  in  rev- 
enues). Take  out  digital  watches,  where 
Fairchild  took  a  terrible  bath  last  year, 
and  that  2.4%  might  double,  but  com- 
pare even  that  to  TI's  6%,  or  the  11.2% 
of  fast-growing  Intel  Corp.  And  much  of 
the  profit — up  to  a  third  of  pretax  income 
over  the  last  four  years — is  royalties  from 
some  of  the  original  patents,  which  begin 
to  run  out  in  1979.  Fairchild  stock,  once 
a  glamour  issue,  now  sells  at  a  discount 
from  book  value. 

Now  the  burden  of  making  Fairchild 
as  profitable  as  its  past  is  spectacular 
rests  on  the  shoulders  of  Wilfred  J.  Cor- 
rigan,  a  compact  and  precise  British- 
born  chemical  engineer  who  came  from 
Motorola  with  Hogan,  succeeded  him  as 
president  in  1974  and  has  been  chairman 
as  well  since  last  year.  (Hogan  now  is 
vice  chairman  of  the  Fairchild  board.) 

To  turn  the  trick,  Corrigan  must  inter- 


rupt a  relentless  train  of  cause  and  effect. 
Take  technology.  The  most  spectacular 
of  the  Fairchild  spinoffs  is  Intel,  founded 
in  1968.  "When  Intel  was  founded,  we 
lost  almost  all  the  MOS  people,"  says 
Dr.  Thomas  A.  Longo,  Fairchild  s  chief 
technical  officer.  "We  had  to  rebuild  our 
MOS  technology  completely,  and  it  took 


Fairchild's  Corrigan:  "Consumer  prod- 
ucts are  not  going  to  hurt  us  in  1  978; 
maybe  they  won't  help  us,  either." 


four  or  five  years.  Now,  it's  as  good  as 
anybody's,  but  it's  going  to  take  some 
time  to  cement  that  fact  in  the 
marketplace." 

But  the  time  lost  was  precious.  Even 
now,  Fairchild  is  50%  MOS  in  such  ad- 
vanced areas  as  large-scale  integration 
(LSI);  and  although  bipolar  is  better  for 
high  performance  applications,  the  MOS 
markets  generally  have  grown  faster  than 
bipolar  ones;  thus  Fairchild  was 
squeezed  in  the  total  market.  Perhaps  as 
important,  Fairchild  has  decided  not  to 
develop  a  "bubble  memory,  the  glam- 
orous new  technology  aimed  at  the  big 
"bulk  memory"  of  modern  computers — 
the  last  part  of  the  memory  not  yet  taken 
over  by  solid-state  devices.  Bell  Labs, 


Intel,  Hewlett-Packard  and  IBM,  among 
others,  all  have  bubble  memory  proj- 
ects, and  TI  has  a  product  out  this  year. 
Corrigan  thinks  he  is  right  to  stay  out  of 
this  field,  but  he  appears  to  be  taking  a 
chance. 

Fairchild  s  salesmen  used  to  be  known 
as  the  toughest  in  the  business,  but  the 
company  lost  over  $20  million  pretax  in 
digital  watches  last  year.  True,  most 
semiconductor  companies  were  hurt  in 
watches,  but  none  geared  up  more  preci- 
pitately for  a  market  in  push-button 
LEDs  that  collapsed  abruptly  in  early 
1977,  burying  Fairchild  under  its  inven- 
tories. Corrigan  has  slashed  back  the 
watch  business,  once  a  $75-million  oper- 
ation, by  almost  two-thirds,  and  he  says 
it  will  never  be  more  than  5%  of  the 
company  again;  last  year  it  was  7%. 

The  same,  he  says,  goes  for  video 
games.  Using  its  F8  microprocessor, 
Fairchild  was  once  alone  in  the  market 
with  "programmable"  devices  which  al- 
low a  variety  of  games  on  the  home  TV 
set;  now  it  has  been  overtaken  by  Atari, 
the  upstart  California  toy  company. 

But  merely  controlling  consumer  elec- 
tronics won't  insure  against  future  mar- 
keting disasters.  "The  semiconductor 
business  is  by  nature  what  TI  did  to  the 
consumer  business  and  what  Intel  did  to 
the  microprocessor  market,"  says  analyst 
Paul  I.  Bloom  of  New  York's  Quantum 
Science  Corp.  Tough  marketing  is  need- 
ed everywhere,  not  just  in  watches  and 
in  games. 

Corrigan  has  taken  other  steps, 
streamlining  the  table  of  organization  to 
put  all  semiconductor  products  under 
Senior  Vice  President  George  D.  Wells, 
all  systems  under  Senior  Vice  President 
Thomas  A.  Sherby;  and  Sherby  is  look- 
ing for  acquisitions  among  minicomputer 
or  peripheral  equipment  companies  to 
build  on  Fairchild's  fast-growing  systems 
and  equipment  business,  which  will  be 
about  $150  million  this  year,  doubling 
since  1976. 

But  strategy'  is  one  thing,  tactics  an- 
other, and  Fairchild  has  little  time  to  get 
the  tactics  under  control.  "We've  paid: 
our  dues,  says  Tom  Longo.  "The  next| 
five  years  belong  to  us.  Maybe.  But 
when  you  fall  behind  in  a  business  like 
this,  it  isn't  easy  to  catch  up.  ■ 
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How  a  Key  Agent 
of  The  Home  "dug  in"  to 
help  Johnstown  dig  out. 


On  July  20,1977,  floodwaters  devastated 
Johnstown,  Pennsylvania.  Seventy-six 
lives  were  lost  and  property  damage  totaled 
a  half  billion  dollars. 

Home  Key  Agent  Lou  Crocco  worked 
around  the  clock  helping  people  dig  out, 
personally  delivering  greatly  needed  settle- 
ment checks,  and  just  being  a  friend. 

A  helping  hand  when  you  need  it  most. 
Another  reason  why  your  Home  Key  Agent 
is  the  man  to  see  when  it  comes  to  insurance. 


He  gives  you  that  "Something  Extra'' 

For  the  name  of  The  Home  Key  Agent 
nearest  you,  look  in  the  Yellow  Pages. 


The  Home 

Insurance 
Company 

ACity  Investing  Company 


Home  Key  Agents  give  you  thatMSomething  Extra" 


YOU'VE  GOT  A  LOT  TO  LEARN 
ABOUT  ARKANSAS 


Where  i*  t  lie  best 
place  to  iocak  ? 

Our  research  department  will 
prepare  a  ->ite  feasibility  study  for 
you.  You'll  know  all  about  trans 
portation,  labor,  costs,  and  resources 
before  you  plant  your  plant  in 
Arkansas.  Send  coupon  to: 

AIDC,  Stah  Capitol, 

Little  Rock,  .  [rkansas  72201 


Clip  N'  Save! 


ri 


Cut  this  coupon 
and  learn  how 
to  cut  costs. 

Locating  in 
Arkansas  can  help 
you  increase  profit- 
ability. A  favorable 
tax  structure,  lower 
labor  and  land  costs, 
availability  of  power 
and  water,  good 
transportation  sys- 
tems and  more... all 
add  up  to  less  cost 
per  unit.  For  "less" 
information  send  to: 
AIDC,  State  Capitol 
Little  Rock 
Arkansas  72201 


We  Finance 

Through  progressive 
legislation,  many  Arkansas 
communities  have  completely 
financed  incoming  industries. 
Local  governments  have  the 
power  to  issue  bonds  without  a 
general  election.  Sound  good?  We 
want  to  tell  you  more. ..Send 
coupon  to:  AIDC  Stale  Capitol, 
Little  Rock,  Aikaiisas  7221)1 


ARKANSAS 

It's  time  you  learned  the  whole  story 

AC  501/371-1121 


Olivetti:  The  Fine  Art  Of  Coping 

Olivetti  is  the  very  cream  of  Italy's  industry.  How  is  it  faring  in  the 
currently  chaotic  situation?  Better  than  might  be  expected. 


By  GEOFFREY  SMITH 

Roughly  translated,  the  Italian  ex- 
pression I' arte  di  arrangiarsi  means  the 
art  of  coping.  It  is  a  much-admired 
talent  in  Machiavelli  s  native  land.  In 
the  corporate  executive  suites  of  today's 
Italy,    it    is    a    vital  necessity. 

With  the  exceptions  of  Fiat 
and,  to  a  much  lesser  extent,  Pir- 
elli, no  Italian  company  has  mas- 
tered larte  di  arrangiarsi  more 
successfully  than  the  $1.6-billion- 
sales  Olivetti. 

Olivetti — which  generates  77% 
of  its  sales  volume  outside  of  Italy 
(33.5%  in  Europe,  14%  each  in 
North  and  South  America) — com- 
petes head-on  with  the  finest  high- 
technology  companies  from  the 
U.S.  in  every  one  of  its  product 
lines.  This  surprises  some  people 
who  think  of  Italy  as  picturesque, 
charming,  yes  talented,  but  not 
technologically  advanced.  "People 
say,  Olivetti?  Oh  yes,  typewrit- 
ers, "  says  Chairman  Bruno  Vi- 
sentini  in  Olivetti  headquarters  in 
Ivrea  (about  a  two-hour  drive 
north  of  Milan).  "We  say,  'No, 
were  talking  about  minicom- 
puters, electronic  calculators,  ter- 
minals or  whatever.'  It  is 
maddening." 

Olivetti  began  diversifying  out 
of  typewriters — first   into  office 
furniture  in  1930,  and  then  into 
teleprinters  in  1938 — just  thirty 
j/ears  after  its  founding  by  Camilio 
Olivetti,  a  Jewish  socialist  listed  in 
police  dossiers  during  the  Nazi 
Occupation  of  1943  as  a  potential 
iiubversive  because  of  his  progres- 
sive ideas  on  labor  relations.  Un- 
per  Camilio's  son,  Adriano,  the 
bompany  took  on  adding  machines 
n  1940  and  more  sophisticated  account- 
rig  machines  in  1948.  In  1959  it  plunged 
nto   mainframe   computers,  minicom- 
puters and  copiers  in  1965,  small  busi- 
h  ss  systems  and  numerically  controlled 
nachine  tools  in  1963,  electronic  calcula- 
ors  in  1968  and,  last  year,  industrial 
lutomation     systems     and  electrical 
equipment. 

Olivetti  still  leans  heavily  on  typewrit- 


ers (38%  of  sales),  of  course.  Olivetti's 
"golf  ball  electrics  compete  directly 
with  IBM's  standard  typewriter  line, 
both  under  the  Olivetti  name  and  under 
license  to  SCM  Corp.  (Olivetti  salesmen 
stress  that  whereas  IBM's  golf  ball  darts 
back  and  forth  across  the  typewriter  car- 


Aim  Higher:  The  toughest  job  of  Olivetti  Chairman 
Bruno  Visentini  is  making  prospective  customers 
realize  what  a  high-technology  company  he  runs. 


riage,  supposedly  tiring  the  secretary, 
Olivetti's  golf  ball  discretely  spins  in 
place.)  However,  typewriters  are  a  ma- 
ture market  and  the  competition  is  get- 
ting rougher  all  the  time:  The  latest  en- 
trant into  electric  typewriters  and  costly 
"smart  electrics"  (or  word  processors,  in 
trade  jargon)  is  mighty  Exxon. 

Not  only  does  Olivetti  encounter  the 
stiffest  sort  of  international  competition, 


but  it  also  operates  under  two  severe 
handicaps  its  foreign  competitors  do  not 
have;  one  financial,  the  other  technical. 

Italy,  because  of  its  comparatively  re- 
cent unification  (1860)  and  even  more 
recent  industrialization,  lacks  capital 
markets  sufficiently  developed  to  permit 
a  major  equity  or  long-term  debt 
offering  by  a  company  anything 
like  the  size  of  Olivetti.  So  compa- 
nies are  forced  to  borrow  short  and 
medium  term  from  banks.  That's 
why  Italian  companies  are  absurd- 
ly overleveraged  by  U.S.  stan- 
dards (a  recent  study  of  the  top 
795  companies  in  Italy  showed  an 
average  [short-  and  medium-term] 
debt/equity  ratio  of  8:1  prior  to  the 
so-called  "Visentini  Law"  permit- 
ting some  upward  asset  revalu- 
ation in  December  1975).  This  also 
explains  why  most  larger  corpo- 
rate entities  in  Italy  have  long 
since  been  nationalized. 

Prudently  managed  Olivetti  is 
far  less  heavily  leveraged  than 
most  Italian  companies;  the  parent 
company  s  fixed  assets  are  about 
equal  to  short-  and  medium-term 
debt  of  $320  million.  Still,  having 
to  rely  upon  such  costly  financing 
(nearly  20%  now  for  three-to-five- 
year  money  in  Italy)  puts  a  major 
crimp  in  the  company's  style. 

"This  is  the  real  problem,"  says 
Visentini.  "We  are  trying  to  in- 
crease our  capital  by  an  equity 
offering  in  Italy,  but  it  is  a  very 
difficult  thing  to  do." 

To  resolve  this  persistent  dilem- 
ma, former  Bank  of  Italy  chief 
Guido  Carli  recently  suggested 
that  Italian  banks  be  permitted  to 
convert  their  ever-larger  (and 
more  costly)  corporate  loans  into 
equity  positions,  as  they  had  once 
done  in  the  late  Twenties.  "I  am  against 
it,"  says  Visentini  firmly.  "Since  the  Ital- 
ian banking  system  is  80%  state  con- 
trolled, Carli's  proposal  would  in  effect 
be  nationalization.  We  don't  have  any 
state  shareholdings  in  Olivetti  at  the  mo- 
ment, aside  from  a  state-controlled  bank- 
ing institution  which  owns  about  5%  of 
our  shares.  "  What  s  more,  he  goes  on, 
the  reason  Italian  banks  are  80%  state 
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controlled  is  that  Mussolini  had  to  hail 
them  out  during  the  Depression,  when 
their  corporate  stockholdings  became 
virtually  worthless.  It  could  happen 
again,  if  Carli  had  his  way. 

It  is  not  easy  in  a  country  like  Italy  for 
a  private  enterprise  to  flourish  without 
government  support,  but  Olivetti  gets 


computers  in  1964  when  it  sold  the  busi- 
ness to  General  Electric  (which  has  since 
sold  it  to  Honeywell),  and  GE  based 
three  successful  machines  on  Olivetti 
technology.  Now  the  Italian  company  is 
going  back  into  the  business,  but  this 
time  in  peripheral  equipment  and  small 
machines.  "In  the  last  five  or  six  years  we 


. .  For  all  its  technological  prowess,  for  all  its 
mastery  of  I'arte  di  arrangiarsi  [the  art  of  coping], 
Olivetti  undoubtedly  faces  a  difficult  future  . . ." 


remarkably  little  of  it.  "Italy  is  the  only 
industrialized  country  in  the  world  not 
to  have  a  computer  support  program,' 
says  Visentini.  In  the  last  five  years 
Olivetti,  which  has  spent  $158  million 
on  research  and  development  (low  by 
U.S.  standards  at  roughly  2%  of  sales), 
received  only  $11.7  million  in  low-inter- 
est state  loans. 

But  aren  t  state-owned  companies  re- 
quired to  "buy  Italian"?  Says  Visentini, 
"In  Italy  there  are  practically  no  govern- 
ment contracts  for  the  development  of 
products  in  our  industry.  So  in  this  re- 
spect we  are  certainly  in  a  less  favorable 
position  than  the  U.S.  companies  and, 
more  particularly,  competitors  in  other 
European  countries.  After  all,  the  office 
equipment  industry  in  the  U.S.  received 
consistent  support  from  government, 
contracts  in  its  initial  stages  of  develop- 
ment after  the  war." 

Small  wonder  then  that  Olivetti  for  all 
its  ambitious  new  products  has  eked  out 
only  marginal  profits  in  recent  years. 
Olivetti's  $1.7-million  earnings  last  year 
(up  from  a  $10-million  loss)  look  pitiful 
indeed  beside  Burroughs'  $186-million 
earnings  on  about  the  same  sales  vol- 
ume, nearly  $1.9  billion. 

Thus  Olivetti,  surrounded  by  major, 
first-rate  competition  on  all  sides,  must 
run  hard  just  to  survive.  There  is  no  Test 
for  the  weary  in  the  office-equipment 
business.  Take  calculators,  for  example. 

"Calculators  were  our  biggest  expan- 
sion," says  Visentini,  "bigger  than  type- 
writers. That  was  our  main  profit-produc- 
ing line  until  the  electronic  revolution. 
But  we  were  too  successful  with  the 
electromechanical  machines  to  be  quick 
enough  off  the  mark  with  the  new  elec- 
tronic machines.  We  had  an  electronic- 
machine,  of  course,  but  it  was  not  very 
competitive.  There  was  a  steep  learning 
curve  in  calculators,  as  you  say.  Now  we 
are  back  in  the  black  with  office-printing 
electronic  calculators  and  doing  quite 
well.  The  decline  in  market  share  stabi- 
lized in  1976  and  has  risen  since.  "  What's 
more,  he  adds,  Olivetti's  aggressive  push 
to  recoup  market  share  is  being  done  with 
products  that  do  not  piggyback  on  foreign 
(notably  Japanese)  technology. 

Olivetti  dropped  out  of  mainframe 
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have  made  great  investments  in  business 
computers,  word  processing  systems, 
data  collection  systems,  telecommunica- 
tion systems  and  intelligent  terminals," 
says  Visentini.  Olivetti  products  are  al- 
ready beginning  to  carve  out  niches  in 
some  of  the  world's  most  competitive 
markets.  "The  country  where  the  great- 
est number  of  our  TC  800  terminal  sys- 
tems have  been  sold  is  Japan,"  Visentini 
proudly  goes  on,  "and  our  new  data  col- 
lection system,  DE  700,  is  enjoying  suc- 
cess in  West  Germany." 

But  for  all  its  technological  prowess, 
its  mastery  of  I'arte  di  arrangiarsi,  Oli- 
vetti undoubtedly  faces  a  difficult  future. 
It  has  never  gotten  firmly  established  in 


that  best  of  all  markets,  the  U.S.  Visen- 
tini admits  that  its  1959  purchase  of  ail- 
ing Underwood  was  "a  very  bad  buy" 
and  that  is  putting  it  mildly.  Olivetti's 
U.S.  factories  manufacturing  standard 
electric  typewriters  and  electronic  calcu- 
lators, he  adds,  "are  still  suffering  losses 
because  we  have  very  high  costs  and  too 
small  a  market  share." 

And,  then,  there  is  the  desperate  state 
of  the  Italian  economy.  Olivetti  manufac- 
tures 79%  of  its  products  domestically, 
but  an  Italian  worker  costs  his  company 
more  in  salary  plus  social  charges  than 
any  worker  in  Europe. 

"The  economic  situation  in  Italy  is 
very  serious,"  says  Visentini,  who  re- 
cently served  two  years  as  Italy's  minis- 
ter of  finance.  "We  have  an  enormous 
public  spending  deficit,  which  repre- 
sents 12%  to  13%  of  GNP— a  situation 
that  doesn't  exist  elsewhere  in  the  West- 
ern world.  This  results  in  a  great  waste, 
and  in  inflation.  The  rate  of  increase  in 
labor  costs  is  even  higher  than  inflation. 
The  result  is  difficulties  in  the  balance  ol 
payments  and  a  reduction  in  the  conn 
petitiveness  of  Italian  companies.  " 

But  one  survives.  One  always  has. 
Mussolini.  World  War  II.  The  Commu- 
nists. This  year,  Visentini  promises, 
earnings  will  be  up.  Not  to  any  reall) 
respectable  level,  but  still  up.  ■ 


Achilles'  Heel:  Olivetti's  weak  spot  is  not  its  plants  like  this  one  at  Scarmagno  but  its 
labor,  which,  social  costs  included,  is  the  most  expensive  in  Europe. 

.Good  luck 
in  Germany 

2  Only  very  occasionally  is  success  a  matter  of  luck. 

jg  ^   ,    It  is  usually  the  product  of  careful  planning,  good 
v  ^             contacts  and  individual  talents.  So  if  you  want  to 
^s^*  G'°  Dus'ness  successfully  in  Germany,  you 
vS^/  should  think  seriously  about  Norddeutsche 
Landesbank  -  called  Nord  LB  for  short  - 
\VO>^      when  you  make  your  plans.  We  can  offer 
>>^\iASb,       n°t  only  financial  support  and  know-how 
but  also  the  essential  contacts  with 
TOfOO   companies  and  official  bodies  everywhere 
 i§r^*  in  Germany,  and  particularly  in  Lower  Saxony. 


^Sathi    ^ou  w'"  a'so  nave  tne  benefit  °f  °ur  first" 
class  position  in  Hannover,  the  site  of  the 
world's  most  important  trade  fair.  None  but 
the  Hannover  Fair  provides  a  better  window 
W  on  the  German  market.  Nord  LB  will  be  glad 
to  help. 

If  you  work  with  Nord  LB  you  will  have  a  head 
v<r>*  start  because  you  will  receive  information  about 

many  potential  growth  investments  in  the  Federal 
Republic  of  Germany.  We  know  just  which  the  worth- 
while investments  and  shares  are. 
et  us  work  together,  then!  If  we  do,  when  we  wish  you  'Good  luck  in  Germany1,  it  will  not  only 
e  a  wish,  but  a  promise. 

ou  will  find  us  in  Hannover  and  Braunschweig  in  the  city,  at  the  Hannover-Laatzen  trade  centre 
Bankenallee  and  in  the  Niedersachsen-Pavillon  in  StahlstraBe/Mannheimer  StraBe  as  well  as  in 
ie  service  section  of  the  Hannover-Langenhagen  airport. 

Norddeutsche  Landesbank 

Girozentrale 

Hannover  -  Braunschweig 

ur  addresses  are: 

eorgsplatz  I,  D-3000  Hannover  1,  telex  No:  9  22  742,  telephone  No:  0511/103-1,  SWIFT:  NOLA  DE  24 
id 

rddeutsche  Landesbank  International  S.A.,  Avenue  Monterey,  Luxembourg  29,  telex  No:  2263,  telephone  No:  4  72  39 11 


Faces  Behind  The  Figures 


Have  An  Egg  Roll,  Mr.  Raber:  It's  impossible  for  realtor  Irving  Raber  to  pay 
for  lunch  in  a  Chinatown  restaurant — he  might  have  to  return  the  favor. 


Chinatown, 
lily  Chinatown 

Although  Irving  R.  Raber's  real  estate 
office  is  perched  on  the  edge  of  New 
York's  burgeoning  Chinatown,  he  rarely 
joins  the  mobs  lunching  at  nearby  Chi- 
nese restaurants.  "The  owners  never  let 
me  pick  up  the  tab,"  he  complains,  since 
he  is  in  too  good  a  position  to  return  the 
favor.  Raber,  62,  controls — through 
owning,  leasing  or  managing — some  15% 
of  the  buildings  in  Chinatown,  including 
most  of  the  area's  best  commercial  prop- 
erties. These  properties  have  skyrocket- 
ed in  value  since  President  Johnson,  un- 
der the  Immigration  and  Nationality  Act 
of  1965,  increased  the  annual  quota  of 
Chinese  immigrants  from  105  to  over 
20,000.  A  syndicate  representing  Macao 
gambling  money  paid  up  to  $250  a 
square  foot  to  buy  enough  property  to 
build  a  flashy  13-story  building  (Raber 
sold  the  investors  the  air  rights  over  two 
adjoining  buildings  he  manages).  Raber 
got  into  Chinatown  real  estate  in  1933. 
Pointing  to  three  small  buildings  he 
bought  in  1946,  he  says,  "They're  now 
worth  over  a  million." 

Similar  demand  for  real  estate  is  hit- 
ting Chinatowns  in  Toronto,  Vancouver, 
San  Francisco  and  Los  Angeles  as  immi- 
grants pour  in.  "If  you  re  Chinese  and 


you're  a  businessman,"  says  one  banker, 
"you  must  be  located  in  a  Chinatown." 
Raber  adds  that  there  is  also  a  flow  of 
"nervous  Asian  money — it  can  do  better 
in  Asia  just  being  lent  out,  but  they  still 
want  to  buy  in  Chinatown." 

If  Raber  is  the  biggest  manager  of  real 
estate  in  New  York  s  Chinatown,  he  is 
not  the  biggest  single  property  owner. 
That  honor  goes  to  his  client,  Joseph 
Chu,  a  real  estate  speculator  who  left 
Hong  Kong  over  20  years  ago.  "Back  in 
1965,"  Raber  recalls,  "Joseph  Chu  told 
me,  'I  saw  what  immigration  did  to  real 
estate  prices  in  Hong  Kong.  It  will  do 
the  same  thing  in  New  York.'  ' 

It  sure  has.  Rents  for  new  office  space 
in  the  ten-square-block  area  run  up  to 
$14  a  square  foot — about  the  same  as  in 
many  modern  midtown  buildings.  ■ 


Golden  Silence 

"What  you  offer  doesn't  have  to  be 
flashy,"  says  Dr.  Ray  Dolby  of  Dolby 
Laboratories.  "If  it's  a  real  improvement, 
it  will  get  worked  into  the  economic 
system,  slowly  but  surely.  Dolby  s  own 
contribution  isn't  flashy,  you  can't  see  it, 
or  even — God  forbid — hear  it.  It's  si- 
lence. Since  1965  Dolby  has  been  manu- 
facturing and  licensing  black  boxes  that 


reduce  the  hiss  and  other  noise  on  tape 
and  film  recordings.  Dolby  A-type  sys- 
tems, used  by  professional  recording  en- 
gineers, are  now  standard  in  every  major 
studio  in  the  world,  and  B-type  systems, 
installed  in  high  fidelity  equipment,  are 
licensed  by  all  major  manufacturers.  In- 
creasingly, the  Dolby  stereo  process  is 
recording  the  soundtracks  of  such  mov- 
ies as  Star  Wars  and  Close  Encounters  of 
the  Third  Kind,  and  Dolby  stereo  repro- 
ducing units  have  been  installed  in  over 
350  movie  theaters. 

Bom  in  Portland,  Ore.,  Dolby,  while 
still  in  college  at  Stanford,  was  part  of  the 
Ampex  engineering  team  that  developed 
the  first  video  tape  recorder.  Then  he 
won  a  Marshall  scholarship  to  study  at 
Cambridge  University.  "I  grew  up  with 
the  feeling  that  California  was  the  best 
place  in  the  world,"  he  says,  "but  first  I 
wanted  to  get  the  yen  to  travel  out  of  my 
system."  In  England,  he  landed  a 
UNESCO  job  that  took  him  to  India,  and 
it  was  there  that  he  conceived  his  silence 
system.  Returning  to  England,  he  start- 
ed a  company  in  an  old  London  dress 
factory  with  $25,000  raised  from  savings, 
insurance  policies  and  loans  from 
friends.  In  1976,  leaving  his  London  op- 
eration, he  moved  headquarters  to  his 
beloved  San  Francisco. 

Today,  revenues  are  about  $7  million. 
The  cost  of  producing  the  equipment  is 
low,  and  since  1970,  Dolby  has  never 
had  to  raise  additional  capital;  he  owns 


Dr.  Dolby's  Magic  Boxes:  Ray  Dolby's 
sophisticated  equipment  reduces  the 
hiss  on  tape  and  film  recordings. 
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4  reasons 
lor  turning  coal 

into  clean  gas 
energy: 


Traditionally,  coal  has  been  used  to  generate  electricity.  This  will  continue  to  be  important  in 
meeting  our  country's  energy  needs.  But  there  is  an  important  new  technigue  for  using  America's 
vast  coal  supplies  in  a  way  that's  economically  sound  and  environmentally  clean.  Consider  the 
'case  for  coal  gasification. 

1.  It's  extremely  efficient  in  terms  of  capital  investment. 

A  coal  gasification  plant  requires  heavy  capital  investment,  but  large  as  this  investment  is,  it 
is  only  half  that  required  for  a  coal/electric  system.  The  cost  advantage  is  even  greater  for 
transmission  and  distribution. 

2.  It  costs  consumers  less,  too. 

Gas  from  coal  will  heat  homes  for  substantially  less  than  electricity  from  coal.  It  heats  for  less 
even  if  the  electric  user  has  a  heat  pump. 

3.  It's  environmentally  clean. 

Coal  gasification  is  the  cleanest  way  to  use  America's  coal  supply.  It  releases  little  sulfur  into 
the  air.  Another  environmental  advantage— it  uses  only  an  eighth  as  much  water  as  coal/electric 
systems  do. 

4.  The  pipeline  system  is  there  to  deliver  it. 

There's  a  million-mile  network  of  underground  gas  pipelines  already  in  place,  ready  to 
deliver  gas  from  coal  to  all  parts  of  the  country.  Using  this  efficient,  invisible  delivery  system  as 
ully  as  possible  is  an  economic  and  environmental  asset. 

Coal  gasification  can  make  an  important  contribution  to  our  nation's  energy  supplies  before 
he  end  of  the  next  decade. 

Conserve  today  s  gas  ^     American  Gas 

while  we're  getting  tomorrow's.  Hftrin  Association 
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the  company.  "I  have  a  distrust  of  big 
anything,  Dolby  says.  "This  way  I  can 
do  what  I  want.  " 

The  development  of  computer  tech- 
nology in  recording  studios  could  soon 
make  Dolby's  black  boxes  obsolete  in 
that  market,  but  he  has  barely  scratched 
the  surface  in  movie  theaters.  In  addi- 
tion, there  are  the  hi-fi  sets,  tape  record- 
ers and  other  applications  where  high- 
quality  signals  are  required — i.e.,  fac- 
simile transmission  or  satellite  communi- 
cation. "Were  in  seven  separate  mar- 
kets," Dolby  says,  "and  that  in  itself 
-represents  a  kind  of  diversification." 
And,  say  fellow  engineers,  Dolby's  pat- 
ents are  so  solid  that  even  the  Japanese 
can't  crack  them.  ■ 


Gloating  A  Little 

The  route  from  California  to  Alberta, 
Canada  was  fiercely  coveted  by  both 
Hughes  Airwest  and  Western  Air  Lines, 
two  small  but  busy  feeder  lines  serving 


smaller  cities  in  the  West.  Both  knew 
that  nonstop  service  would  divert  cus- 
tomers from  existing  one-stop  flights. 
And  so  both  applied  for  permission  to  fly 
the  run  straight  through.  Last  month, 
when  the  Civil  Aeronautics  Board  initial- 
ly awarded  the  prize  to  Hughes  Airwest 
(subject  to  review),  Western  was  out- 
raged. "We  are  .  .  .  , "  ran  the  airline's 
statement  to  the  press,  "appalled  that  a 
'Johnny-come-lately'  in  the  Canadian 
market  would  be  selected  over  West- 
ern— the  airline  that  pioneered  U.S.  air 
service  to  Alberta  37  years  ago  .  .  .  ." 

Not  surprisingly,  Hughes  Airwest 
President  Bussell  V.  Stephenson  took 
the  news  with  more  composure.  "I  guess 
the  announcement  upset  our  friends  at 
Western,"  he  told  Forbes.  "But  if  being 
a  'Johnny-come-lately  means  being 
young  and  aggressive  as  opposed  to  old 
and  tired,  that's  what  we  are." 

Stephenson  can  be  excused  for  gloat- 
ing a  bit,  for  his  company  has  negotiated 
one  of  the  most  difficult  comebacks  in 
airline  history.  The  genesis  of  Hughes 
Airwest  was  the  disastrous  merger  in 
1968  of  three  small  western  local-service 
airlines  to  form  Air  West  Inc. ,  quickly  to 
be  nicknamed  "Air  Worst"  by  the  flying 
public.  In  1969  the  company  lost  $21 
million  and  was  nearly  bankrupt.  But  the 
late  Howard  Hughes  stepped  in  with 
fresh  capital,  and  Hughes  Airwest  began 
trimming  off  service  to  smaller  towns — 
20  of  them — and  serving  longer  routes 
with  31  bright  yellow  DC-9  twin  jets  and 
four  Boeing-727s  replacing  its  less  effi- 
cient prop  jets.  The  airline  was  particu- 
larly successful  in  developing  heavy 
Hughes  Airwest  traffic  to  Las  Vegas  and 
Reno.  Last  year  Hughes  had  a  23%  in- 
crease in  revenue  passenger  miles,  vs. 
less  than  13%  for  feeder  lines  and  7.4% 
for  domestic  trunk  lines. 

Profits  last  year  were  a  record  $8.2 
million.  Instead  of  creditors  lined  up  in 
the  office  corridor  to  collect  on  delin- 
quent checks,  as  they  were  the  day  the 
Hughes  money  poured  in,  Stephenson 
can  view  bankers  lining  up  to  see  if  he 
doesn't  care  to  borrow  more  money.  ■ 


Stephenson  Of  Hughes  Airwest:  They 
used  to  call  us  Air  Worst,  but  they're 
beginning  to  think  of  us  as  Air  Best." 


Sunbelt  Serenade 

Like  most  chief  executives  these  days, 
Ball  Corp.  President  John  Fisher  is  un- 
happy about  the  price  of  his  company  s 
stock.  "We've  tried  going  to  securities 
analysts,  and  no  matter  how  well  we 
perform  they  just  aren't  interested," 
moans  the  62-year-old  Harvard  M.B.A. 
With  revenues  of  $448  million,  Ball  isn't 
tiny;  but  it  is  60%  family-owned.  Thus, 
its  1-million-share  float  doesn't  attract 


Ball  Play:  John  Fisher  of  Ball  Corp.  ex- 
hibits another  hot  product:  in  model 
form,  the  orbiting  solar  observatory. 


institutional  investors,  the  conventional 
meal  tickets  to  stock  market  success. 

Fisher,  therefore,  decided  to  end- 
run  the  big  boys.  Instead  of  courting 
Wall  Street,  his  company  is  aiming  ai 
affluent  retirees  who  have  flocked  tc 
the  Sunbelt.  With  fond  memories  o: 
Ball's  no-nonsense  home  canning  jars. 
Fisher  figures,  they  might  also  like  its 
stock's  5%  yield  and  favorable  growd" 
prospects.  So  the  98-year-old  Indian£ 
firm  began  wooing  brokers  in  48  select- 
ed cities  stretching  from  Greensboro, 
N.C.  to  San  Diego. 

Typically,  Ball  executives  roll  intt 
town  and  invite  all  local  customer's  mer 
to  breakfast  or  lunch.  Besides  a  free 
meal,  guests  get  a  pitch  about  Ball's  di 
versification  (jars  now  yield  only  one- 
third  of  corporate  profits,  with  the  re 
mainder  coming  from  metal  containers 
electronic  components  and  NASA  coni 
tracts)  and  an  opportunity  to  ask  ques- 
tions. "Brokers  really  love  this  atten 
tion,"  says  Fisher,  who  attends  many  o 
the  sessions   himself.    "Lots   of  then 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


New  Issue 


$300,000,000 


The  Dow  Chemical  Company 

8.625%  Debentures  Due  February  15,  2008 


Price  99.20% 

(Plus  Accrued  Interest) 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


The  First  Boston  Corporation     Goldman,  Sachs  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Salomon  Brothers 
Dillon,  Read  &  Co.  Inc. 


Bache  Halsey  Stuart  Shields 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Loeb  Rhoadcs,  Hornblower  &  Co.    Paine,  Webber,  Jackson  &  Curtis    Warburg  Paribas  Becker 

Incorporated  Incorporated 


Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co. 

Incorporated 


Dean  Witter  Reynolds  Inc. 


February  24,  1978 
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haven't  seen  a  real  corporate  president 
in  years." 

Since  Ball's  tub-thumping  began  last 
spring,  stockholder  rolls  have  grown  by 
25%,  to  nearly  3,000;  and  its  stock's  aver- 
age trading  volume  now  exceeds  2,000 
shares  daily,  a  level  seldom  reached  pre- 
viously. Last  month,  in  the  wake  of  a 
19%  earnings  gain  for  1977,  Ball  shares 
hit  new  highs  during  one  of  Wall  Street  s 
bleakest  weeks.  Fisher  plans  to  step  up 
his  promotion  schedule  in  1978,  and  sev- 
eral other  firms — including  Ametek  and 
Southland — may  copy  Balls  methods. 
"We're  a  grassroots  company,  and  this 
direct  selling  fits  our  image  perfectly. 
Fisher  concludes.  "Besides,  food  in 
those  smaller  towns  is  a  lot  cheaper  than 
in  New  York.  We  don't  have  to  buy 
anybody  a  $15  lunch."  ■ 


Keeping  A  Low  Profile 

He  brought  the  nearest  thing  to  flam- 
boyance to  the  New  York  Stock  Ex- 
change in  its  recent  history,  but  former 
Exchange  Chairman  James  J.  Needham, 
51,  is  not  so  talkative  these  days.  In  fact, 
he  is  saying  very  little. 

Needham  was  forced  out  in  May  of 
1976  when  his  aggressive  advocacy 
alarmed  the  Exchange's  publicity-shy 
members — full-page  newspaper  ads,  for 
example,  denouncing  the  Third  Market 
as  an  evil  presence  casting  "its  dark  shad- 
ow over  the  securities  marketplace." 

Replaced  by  current  Chairman  Wil- 
liam M.  Batten,  who  has  a  passion  for 
keeping  out  of  the  public  eye,  Needham 
went  off  to  become  a  distinguished  pro- 
fessor in  the  graduate  school  of  business 
administration  at  St.  John's  University, 
and  a  consultant. 

"That  was  all  two  years  ago  and  I  don't 
even  think  about  it  anymore,"  he  says. 
"I'm  busy  doing  other  things.  Teaching's 
a  lot  of  fun,  a  different  world.  Then  I'm 
on  the  board  of  six  mutual  funds,  three 
other  companies  and  a  savings  and  loan, 
so  I'm  pretty  busy.  I've  done  some  writ- 
ing, but  it's  all  pocketed  away.  Maybe 
someday  1  11  burn  it  up." 

Needham  was  a  member  of  the  Se- 
curities &  Exchange  Commission  be- 
fore he  was  picked  to  head  the  Ex- 
change in  1972;  one  of  the  courses  he 
is  teaching  at  St.  John's  this  semester  is 
called  "Securities  Markets  and  Govern- 
ment Regulation." 

About  the  only  comment  he  will  make 
on  the  current  problems  facing  the  Big 
Board  and  its  members  is:  "I  think  the 
Exchange  will  always  be  there.  Under 
today's  market  conditions,  that  must 
qualify  as  a  fairly  optimistic  statement.  ■ 


Smelling  The  Flowers:  Jim  Needham, 
once  chief  honcho  at  the  New  York  Stock 
Exchange,  is  living  in  professorial  ease. 


Operation  Survival 

It  was  not  exactly  a  joyous  occasion 
when  Robert  Clarke,  51,  finally  got  the 
job  of  president  of  Grolier,  Inc.  in  Octo- 
ber 1976,  28  years  after  starting  as  a  $30- 
a-week  shipping  clerk.  The  encyclopedia 
publisher  lost  $77  million  in  1976,  its  net 
worth  had  fallen  to  a  negative  $46  mil- 
lion; and  its  creditors — including  the 
Chase  Manhattan,  Chemical  and  Manu- 
facturers Hanover  banks,  the  Equitable 
Life  and  New  York  Life  insurance  com- 
panies, Swiss-franc  noteholders,  and 
bondholders — saw  little  prospect  for  get- 
ting back  the  $221  million  the  company 
owed  them. 

Grolier  s  meager  assets  consisted  of 
$32  million  in  inventory  (mostly  finished 
books,  which  rarely  bring  what  they're 
carried  at)  and  $138  million  in  receiv- 
ables, but  they  were  mostly  overseas, 
where  collections  are  tough  at  best. 

Grolier's  only  profitable  division  in 
1976  had  been  mail-order,  run  by 
Clarke.  Grolier  director  Avery  Rockefel- 
ler Jr.  (a  Rockefeller  cousin)  and  Clarke 
hatched  a  plan,  arguing  that  Grolier 
would  be  slim  pickings  in  bankruptcy. 
Clarke  became  president;  the  creditors 
accepted  a  refinancing  that  gave  him  a 
chance.  "It  was  obvious,'  Clarke  says, 


"that  they  had  to  take  a  haircut." 

What  the  creditors  took  was  a  reduc- 
tion of  their  $221  million  in  debt  to  $15C 
million  and  postponement  of  repayment 
dates.  What  they  got  was  higher  interest 
rates  and  an  equity  kicker — common 
shares  that  gave  them  25%  of  the  tota! 
outstanding.  During  the  negotiations 
Clarke  was  careful  to  keep  Grolier's  few 
cash  assets  out  of  its  creditors'  banks. 

Clarke,  though  circumscribed  by  a 
tough  five-year  plan  for  cash  flow, 
growth  and  fiscal  ratios,  was  given  a  fret 
hand  in  running  the  company.  He  fin- 
ished the  job  of  closing  down  such  for- 
merly trendy  acquisitions  as  mobile 
homes,  vending  machine  leasing  and  i 
maker  of  water  skis.  Shortly  after  he  took 
over,  Grolier  closed  down  23  of  its  for- 
eign book  distribution  operations 
Clarke  also  moved  the  company  out  of  it; 
high-rent  headquarters  on  Manhattan'; 
East  Side  to  Danbury,  Conn.,  where  he 
installed  a  tight  computer-monitorec 
controls  system.  Using  one  of  Grolier'; 
best  assets — its  3-million-name  mailing 
list — the  company  is  now  offering  ency- 
clopedias at  39%  below  list  price  to  try  tc 
get  Grolier  on  a  growing  track  again. 

Clarke  has  hardly  brought  off  what  car 
be  called  a  turnaround.  But  Grolier  i; 
still  alive,  it  actually  turned  an  operating 
profit  of  $1.5  million,  and  its  net  worth — 
after  the  creditors'  haircut  and  the  prun- 
ing and  slashing — stood  at  $15  million 
Clarke  now  can  do  some  of  the  celebrat 
ing  he  forewent  on  taking  the  job.  ■ 


Encyclopedic  Disasters:  Grolier's  Rober 
Clarke  has  dealt  with  everything  from  a 
mess  in  marketing  to  an  empty  till. 
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Vow  when  Captain  Jasper  is  away  from  his  phone, 
his  phone  knows  where  to  reach  him. 


In  remote  Bayou  Lafourche,  Louisiana,  you 
could  never  be  sure  of  reaching  Capt.  Jasper 
Plaisance. 

He  might  be  off  on  his  trawler  somewhere 
on  a  job.  And  if  you  tried  phoning  him,  it  could 
be  hours  before  you  and  the  good  captain 
got  together. 

No  more.  The  Lafourche  Telephone 
Company  now  has  an  advanced  switching 
system  that  can  keep  track  of  Captain  Jasper's 
whereabouts. 

It  remembers  when  he's  away  from  his 
usual  phone,  and  instantly  forwards  his  calls  to 
wherever  he  is. 


The  people  of  ITT  created  this  unigue 
switching  system.  It  was  the  first  fully  electronic, 
computer-controlled  exchange  in  any  rural 
phone  company. 

And  it  can  handle  a  lot  of  other  sophisticated 
things  you  wouldn't  expect  in  a  Louisiana 
bayou.  From  conference  calls  to  push-button 
telephones. 

With  ITT's  electronic  switching,  Captain 
Plaisance  and  his  neighbors  have  big  city  phone 
service,  miles  from  any  city. 

The  best  ideas  are  the  |  1 1 1 1 1 1 
ideas  that  help  people. -JL  JL.JL 


1 1978  International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue.  New  York.  N  Y  10022 


In  the  riant  place 
at  the  right  time. 


Lone  Star's  revenues  have  tripled  in  the  last 
ten  years.  Which  says  something  about  our 
being  on  the  right  track.  And  points  to  a 
successful  future. 

Cement:  will  demand 
outstrip  capacity? 

Asthe  Western  Hemisphere's  leading  port- 
land  cement  producer,  we've  seen  demand 
growing  steadily. . .  by  1980  it  could  exceed 
supply  in  many  places.  Some  local  short- 
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ages  have  already  developed.  One  reason  is 
the  long  lead  times  and  high  capital  re- 
quirements of  new  cement  plant  design  and 
construction. 


Another  factor:  cement  historically  out- 
runs steel  and  wood  in  rate  of  growth  as  a 
construction  material,  and  construction  is 
on  the  move  again.  That,  to  us,  means 
business. 

Building:  it's  getting 

to  be  everybody's  business. 

Housing  starts  are  back  on  the  rise.  And  so 
is  home  remodeling.  We  supply  materials  for 
both.  We're  a  leading  distributor  of  lumber 
and  building  materials  to  contractors  and 


also  to  do-it-yourself  homeowners.  Our  facili 
ties  —  some  200  of  them  —  include  retaj 
stores,  supply  yards,  and  other  distribution 
centers.  We've  tripled  our  sales  in  this  ara 
in  just  5  years.  And  the  future  can  only  buill 
business  for  Lone  Star. 


In  the  right  place  at  the  right  time. 


If  you'd  like  to  know  more  about  us.  wril 
to  One  Greenwich  Plaza,  Greenwich,  Coi 
necticut  06830.  for  a  copy  of  our  Annul 
Report. 

INDUSTRIES 
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Never  On  Sunday? 

Burgoyne:  Jobbery,  snobbery,  incompetence  and  Red  Tape. 
I  have  just  learnt,  sir.  that  General  Howe  is  still  in  New  York. 

Swindon:  Good  God!  He  has  disobeyed  orders! 

BURGOYNE:  He  has  received  no  orders,  sir.  Some  gentleman 
in  London  forgot  to  dispatch  them;  he  was  leaving  town  for  his 
holiday,  I  believe.  To  avoid  upsetting  his  arrangements,  En- 
gland will  lose  her  American  colonies;  and  in  a  few  days  you 
and  I  will  be  at  Saratoga  with  5,000  men  to  face  18,000  rebels 
in  an  impregnable  position. 

From  The  Devil's  Diseiple, 
By  George  Bernard  Shaw 

When  the  U.S.  dollar  fell  out  of  bed  on  Feb.  20  and  set  new 
lows  against  the  German  mark  and  the  Swiss  franc,  the  staff  of 
the  foreign  exchange  trading  desk  at  the  New  York  Federal 
Reserve  Bank,  which  handles  U.S.  official  transactions,  was  off 
celebrating  the  birth  of  this  country's  founding  father. 

A  little  while  later,  on  Feb.  23,  when  the  tourist  rate  for  the 
German  mark  broke  through  a  psychological  barrier  and  sur- 
passed the  half-dollar  in  value,  most  of  the  trading  staff  was  still 
asleep.  Usually  only  one  member  of  the  Fed  staff  reports  in  at 
6:30  a.m.  New  York  time — 3V2  hours  after  trading  began  in 
Western  Europe.  This  early-bird  trader's  responsibility  is 
merely  to  check  the  wires  and  inform  the  currency  desk 
manager  of  developments.  The  Fed  s  trading  does  not  get 
under  way  until  8:30  a.m.  By  that  time,  the  dollar  may  have 
plunged — or  it  may  have  rallied. 

Shades  of  Burgoyne  at  Saratoga?  It  only  sounds  that  way. 
1   The  Fed  would  not  have  had  much  effect  on  the  market 
[because  its  policy  is  to  do  business  only  with  U.S.  banks,  which 
jire  closed  at  that  early  hour.  Why?  Because  the  major  market 
or  the  dollar — according  to  the  Fed— is  in  this  country. 


There  is  merit  in  such  an  opinion.  It  is  not  the  responsibility 
of  the  Fed  to  preserve  orderly  markets  in  Europe  or  Asia.  If 
the  dollar  is  falling  without  bids  in  Frankfurt,  the  mark  is  rising 
against  the  dollar  without  offers.  Whose  duty  is  it  to  correct 
conditions  for  West  German  businessmen,  the  Federal  Re- 
serve or  the  Bundesbank?  The  latter  according  to  the  Fed. 

There  is  a  deficiency  in  the  Fed  attitude,  however.  The 
emotional,  psychological  factor  in  foreign  exchange  trading 
results  in  pushing  market  movements  beyond  their  natural 
bounds — beyond  what  fundamental  forces  dictate.  It  is  at  times 
like  this  that  it  might  be  a  good  idea  to  have  someone  minding 
the  store  at  odd  hours. 

But  in  a  bigger  sense,  the  Fed  is  on  sound  ground  in  not 
trying  to  engage  in  frantic  round-the-clock,  burn-the-mid- 
night-oil  dollar  support  operations.  If  the  Germans  or  Japanese 
or  Swiss  are  unhappy  about  the  dropping  dollar,  they  have  the 
finances — and  the  balance-of-payments  surpluses — to  do 
something  about  it  themselves. 

In  time,  the  dollar's  weakness  will  clear  up  of  its  own  accord. 
Steady  price  increases  on  foreign-made  goods  as  U.S.  goods 
make  inroads  in  foreign  markets  must  touch  off  a  reverse  in  the 
U.S.  balance-of-payments  deficits. 

Unlike  poor  old  British  General  Burgoyne  in  the  American 
Revolution,  the  American  dollar  doesn't  need  massive  rein- 
forcements. All  it  needs  is  that  enough  time  elapse  for  the  U.S. 
economy  to  be  reflected  in  a  stronger  dollar. 

*        ^  * 

Recession  ahead?  The  Forbes  Index  turned  down  in  Janu- 
ary, its  first  dip  in  33  months.  When  this  Index  turned  down  in 
1969  and  1973,  a  recession  followed.  But  a  similar  turndown  of 
the  Index  in  1966  was  followed  only  by  a  minor  slowdown,  an 
inventory  adjustment.  ■ 
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To  Swap  Or  Mot  To  Swap 

By  Ben  Weberman 

. .  The  airline  could  also  report  a 
profit .  .  .  from  the  paper  transaction  . . ." 


n 

l»t'inember  all  those  convertible  de- 
bentures that  poured  into  the  market  a 
decade  ago?  These  were  really  stock  is- 
sues disguised  as  bonds  and  intended  to 
take  advantage  of  prevailing  market  con- 
ditions. Was  XYZ  stock  selling  at  30  in 
1968?  It  wasn't  hard  in  those  days  to 
visualize  it  going  to  60  in  a  few  years,  so  a 
bond  convertible  into  common  at  50, 
say,  could  be  sold  at  a  low  interest  rate. 
You  remember  the  argument:  Converti- 
bles carry  higher  yield  than  the  com- 
mon, solid  downside  protection  and  a 
call  on  the  stock. 

What  the  companies  really  were  doing 
was  selling  stock  at  prices  above  the 
market  and,  hopefully,  assuring  them- 
selves of  extra  equity  a  few  years  down 
the  road.  And  we  all  know  what  hap- 
pened. The  stock  market  collapsed.  Con- 
vertible buyers  were  stuck  with  low- 
yielding  bonds  and  the  companies  ended 
up  with  permanent  debt  on  their  balance 
sheets  instead  of  equity. 

A  good  share  of  corporate  America  is 
slowly  working  its  way  out  from  this 
mountain  of  unwanted  and  unexpected 
debt  that  is  cluttering  balance  sheets, 
making  new  borrowing  difficult. 

Take  the  case  of  UAL,  Inc.  and  its 
predecessor,  United  Air  Lines.  The 
company  wanted  to  strengthen  its  capital 
structure  by  reducing  the  principal 
amount  of  debt,  to  extend  the  maturities 
of  a  portion  of  its  fixed-income  obliga- 
tions and  to  increase  the  likelihood  of 
conversion  into  common. 

For  example,  the  old  United  Air 
Lines  5s  maturing  in  1991  had  a  conver- 
sion price  of  $55.32  a  share,  with  the 
exchange  option  due  to  expire  in  1981. 
The  old  4lAs  of  1992  were  convertible 
at  $77.79  through  1982.  These  conver- 
sion prices  are  unrealistic  in  today  s 
market,  and  so  are  the  interest  rates. 
UAL  common  at  the  time  the  exchange 


Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


was  announced  last  November  had  tum- 
bled to  $19.25.  The  stock  would  have  to 
almost  triple  in  price  to  reach  conver- 
sion value  on  the  old  5s  and  almost  qua- 
druple to  get  up  to  the  conversion  par- 
ity of  the  4lAs. 

The  airline  management  really  does 
want  conversion.  Its  solution  was  to  tai- 
lor a  new  issue  of  8%  debentures  matur- 
ing in  2003  and  convertible  into  common 
at  $22.50  a  share — only  about  10%  over 
the  market's  prevailing  price. 

Each  $1,000  of  the  5%  debenture 
could  be  turned  in  for  $742  of  the  new 
8%  debenture.  Instead  of  $50  annual 
interest  on  the  $1,000  par  value,  the 
$742  par  value  received  $59.36  of  inter- 
est. Conversion  value  was  restated.  A 
conversion  price  of  $.50  brought  20 
shares  of  common  on  the  old  $1,000 
principal  amount.  Look  at  the  new 
terms:  The  new  conversion  price  of 
$22.50  on  $742  principal  amount  brings 
33  shares  of  common.  The  4lA%  deben- 
tures similar  benefits.  Interest  works  out 
to  $51.52  for  the  $644  of  principal  on  the 
new  8s  received  for  $1,000  old  4V4s  in- 
stead of  $42.50.  Conversion  brings  28.6 
shares  of  common  under  the  new  ar- 
rangement instead  of  12.9  shares. 

What  is  in  it  for  UAL?  In  addition  to 
bringing  conversion  closer,  it  immedi- 
ately cuts  down  the  size  of  the  debt — by 
$258  per  $1,000  bond  in  the  case  of  the 
5s  and  by  $356  per  $1,000  in  the  case  of 
the  4lA%.  There  were  $181-million 
worth  of  debentures  involved  and,  if  all 
were  swapped,  UAL  would  cut  debt  by 
$55.8  million,  the  balance  sheet  would 
look  much  better  to  prospective  lenders. 
The  airline  could  also  report  a  profit — 
equal  to  the  debt  reduction — from  the 
paper  transaction.  Something  for 
nothing. 

Gulf  &  Western  Industries  had  differ- 
ent objectives  and  different  techniques 
when  it  offered  to  issue  $1,125  of  7% 
nonconvertible  debt  for  $1,000  of  out- 
standing 5%%  convertible  subordinated 
debentures.  G&W,  unlike  UAL.  wants 
to  avoid  eventual  conversion.  Bv  issuing 
$1,125  of  a  7%  debenture  for  $1,000  of  a 
5Vi%  debenture,  the  company  was  will- 


ing to  pay  $78.75  a  year  in  interest  to  the 
investor  receiving  $55  a  year  on  the 
older  issue  all  in  the  interest  of  avoiding 
ultimate  equity  dilution. 

G&W  worked  out  the  arrangement  so 
that  it  would  be  classified  as  a  recapital- 
ization. The  company  had  no  tax,  but  the 
bondholder  would  have  a  capital  gain  on 
the  $125  premium  per  $1,000  bond. 

Still  coming  up  is  a  proposed  Chase 
Manhattan  Corp.  exchange  from  6lA% 
convertible  subordinated  debentures  or 
4%%  convertible  capital  notes  into 
straight  preferred  stock  having  a  divi- 
dend that  will  be  in  the  8%-to-9%  range. 
Chase  stock  is  so  depressed  that  debt 
holders  have  little  to  give  up  in  the  way 
of  conversion  value.  They  will  be  gaining 
a  significant  increase  in  take-home  pay- 
ments taxable  as  dividends  instead  ol 
interest.  This  would  look  especially  at- 
tractive if  Congress  agrees  to  some  form 
of  easing  of  double  taxation  of  dividends 
whenever  it  gets  around  to  consideration 
of  tax  reform. 

In  the  meantime,  Chase  will  not  have 
to  pay  a  tax  on  the  swap  because  it  has 
plenty  of  loss  credits  to  apply  against 
Internal  Bevenue  Service-ruled  corpo- 
rate gain  on  the  transaction.  Sharehold- 
ers would  get  a  tax-free  exchange.  Of 
course,  Chase  reports  a  profit. 

Virginia  Electric  &  Power  Co.  offeree 
a  new  issue  of  $8.60  dividend  preferrec 
for  any  of  five  older  preferreds  carrying 
dividends  ranging  from  $5  a  share  dowr 
to  $4.04.  The  intent  was  to  clean  up  tht 
capital  structure.  The  company  was  abk 
to  increase  its  common  equity  by  tht 
transfer  to  paid-in  capital  of  the  differ 
ence  between  the  stated  capital  of  tht 
old  preferred  and  the  stated  capital  o 
the  new  preferred. 

What  should  investors  do  when  con 
fronted  with  such  offers?  In  most  case; 
they  would  be  wise  to  accept  them 
Since  the  swaps  are  at  the  initiative  oi 
the  company,  the  company  must  offer  ar 
advantage  to  the  holders;  otherwise 
smart  holders  wouldn't  accept  the  offer 
While  there  is  usually  an  advantage  to 
the  company  in  the  swaps,  there  is  adi 
vantage  to  the  investor  as  well.  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUES  February  23,  1978 

Avco  Financial  Services,  Inc. 

$100,000,000 

9Vs%  Senior  Debentures  due  March  1, 1998 
Price  100% 

(Plus  accrued  interest,  if  any,  from  March  1, 1978) 

$50,000,000 

9%%  Senior  Subordinated  Debentures  due  March  1, 1993 

Price  100% 

(Plus  accrued  interest,  if  any,  from  March  1,  1978) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co.  Salomon  Brothers 

Incorporated 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation  Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc.  Lazard  Freres  &  Co. 

Lehman  Brothers  Kuhn  Loeb     Loeb  Rhoades,  Hornblower  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis         Smith  Barney,  Harris  Upham  &  Co.         Warburg  Paribas  Becker 

Incorporated  Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  Reynolds  Inc. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson  Hayden  Stone  Inc.  Weeden  &  Co. 

Incorporated 

ABD  Securities  Corporation  Basle  Securities  Corporation  Alex.  Brown  &  Sons 

F.  Eberstadt  &  Co.,  Inc.  EuroPartners  Securities  Corporation  Greenshields  &  Co  Inc 

Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Inc.  Moseley,  Hallgarten  &  Estabrook  Inc. 

I  nc  or  p  orated 

New  Court  Securities  Corporation  Nomura  Securities  International,  Inc.     Wm.  E.  Pollock  &  Co.,  Inc. 

Scandinavian  Securities  Corporation  SoGen-Swiss  International  Corporation          Stuart  Brothers 

Thomson  McKinnon  Securities  Inc.  Tucker,  Anthony  &  R.  L.  Day,  Inc. 

UBS-DB  Corporation  Wood  Gundy  Incorporated 
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We  Must  Scream  Louder 

By  Heinz  H.  Biel 

". .  .  Smashing  the  thermometer  never  reduced  a  fever  . 


ouldn't  you  scream  and  holler  if 
someone  were  poisoning  your  blood? 
Not  just  threatening,  but  actually  doing 
it?  And  if  this  someone  was  your  own 
elected  government,  would  you  accept  it 
without  a  fight? 

I  am  afraid  this  is  exactly  what  we  are 
doing.  For  many  years  our  government 
has  been  poisoning  our  currency,  our 
economic  lifeblood,  until  today  the  dol- 
lar is  only  an  anemic  shadow  of  itself. 
Twenty  years  ago  you  could  buy  a  Swiss 
franc  for  23  cents  or  24  cents.  Now  the 
price  is  56  cents.  Even  this  is  not  a  true 
measure  of  the  terrible  shrinkage  in  the 
value  of  the  dollar,  because  the  Swiss 
franc  itself  has  not  been  immune  to  the 
infectious  disease  called  inflation. 

The  first  symptom  that  something  was 
seriously  amiss  with  the  dollar  came  in 
1960.  While  our  Treasury  Department 
and  the  Federal  Reserve  were  asleep, 
gold  suddenly  jumped  in  Zurich  well 
above  our  "official"  price  of  $35  an 
ounce.  This  was  a  warning  that  the  U.S. 
balance  of  payments  was  getting  out  of 
kilter.  One  of  the  remedies  then  pro- 
posed by  President  Eisenhower,  who 
reaily  was  incredibly  naive  in  matters 
economic,  was  to  bring  the  servicemen's 
families  home  from  Europe. 

The  poisoning  of  our  money  continued 
under  Presidents  Johnson,  Nixon,  Ford 
and  Carter.  Of  course,  they  knew  what 
was  happening,  but  they  kept  right  on. 
Paying  lip  service  to  the  "battle  against 
inflation, "  they  treated  symptoms  but 
not  the  disease.  Smashing  the  thermom- 
eter, as  Nixon  did  with  his  price  con- 
trols, has  never  reduced  a  fever. 

Why  do  we  tolerate  these  policies? 
Why  are  we  so  darn  complacent?  Are  we 
letting  ourselves  be  fooled  by  steadily- 
rising  (pretax)  paychecks  or  by  the  rising 
price  people  are  willing  to  pay  for 
homes?  Why  do  we  become  infuriated 

Heinz  H .  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott  Inc. 


by  the  steep  increase  in  Social  Security 
taxes  but  quietly  accept  a  far  more  vi- 
cious tax  of  6%  and  more  a  year  on  every 
dollar  of  savings,  life  insurance  and  pen- 
sion claims?  Because  inflation  is  such  an 
unobtrusive  tax,  governments  have  used 
it  to  fleece  the  people  since  the  begin- 
ning of  recorded  history.  But  that  does 
not  mean  we  must  behave  like  lambs  and 
let  them  do  it  to  us  without  protest. 

In  a  way,  of  course,  all  of  us  are  guilty 
by  wanting  to  live  way  beyond  our 
means,  preferably  at  someone  else's  ex- 
pense. Don  t  we  ever  learn  that  there  is 
no  such  thing  as  a  free  lunch,  with  or 
without  the  three  martinis? 

Many  years  ago,  long  before  inflation 
had  become  a  serious  problem  in  this 
country,  I  wrote  in  this  column  that 
price  increases,  i.e.,  inflation,  of  1%  to 
2%  a  year  not  only  were  acceptable  but 
stimulating,  like  a  drink  or  two  before 
dinner.  But  if  you  go  beyond  such  limit, 
you'll  ultimately  wind  up  in  the  gutter. 
The  sad  truth  is  that  this  is  where  the 
dollar  is  headed,  unless  we  regain  con- 
trol of  ourselves. 

This  will  not  be  easy  or  painless.  To 
start  with,  we  have  to  stop  subsidizing 
the  borrower  at  the  expense  of  the  lend- 
er. At  present  rates  of  8%  or  9%  the 
lender  has  a  negative  yield  after  taxes 
and  inflation.  Obviously,  the  Federal 
Reserve  has  been  far  too  accommodat- 
ing, but  politicians  and  all  too  many  busi- 
nessmen firmly  believe  that  high  interest 
rates  are  bad  for  the  country.  Inflation, 
however,  is  worse. 

A  $60-billion-a-year  federal  budget 
deficit  is  scandalous.  To  propose  tax  cuts 
under  such  conditions  is  irresponsible. 
And  we  won't  need  much  of  an  energy1 
bill  if  we  slap  an  additional  tax  of  50  cents 
on  a  gallon  of  gas.  Of  course  it  hurts,  but 
even  at  $1.20  a  gallon,  gas  would  be 
cheaper  than  in  any  other  major  country 
and  even  more  so  by  comparison  with 
the  cost  of  a  bus  or  subway  ride.  We 
must  also  stop  the  elephantiasis  of  bu- 
reaucracy, regain  control  over  immigra- 
tion and  public  spending.  Unless  this  is 
done  with  determination  and  a  firm 
hand,  inflation  will  inflict  lasting  damage 
on  the  social  fiber  of  this  country. 

Nothing  will  be  done  until  our  pro- 


tests become  a  loud  roar  that  can  be 
heard  on  Capitol  Hill,  in  the  White 
House,  at  the  Federal  Reserve,  at  union 
headquarters  and,  yes,  in  Wall  Street, 
too.  Everyone  wants  more  and  more 
stimulation  until  the  poor  nag  drops 
dead.  But  in  the  meantime? 

In  the  meantime  investors  face  a  Hob- 
son's  choice  situation.  I  am  not  qualified 
to  comment  on  investing  in  art  or  an- 
tiques, rare  stamps  or  coins,  farmland  or 
urban  real  estate,  but  I  would  again  give 
the  nod  to  gold  coins,  like  the  Kruger- 
rand,  which  sell  at  only  a  slight  premium 
above  the  actual  gold  price. 

If  West  Germany  were  not  so  uncom- 
fortably close  to  the  Iron  Curtain,  more 
billions  of  investors'  dollars  would  pour 
into  that  country  and  some  of  its  neigh- 
bors. Besides,  we  have  a  tendency  to  be 
a  bit  provincial  when  it  comes  to  invest- 
ing abroad.  We  lack  the  sophistication  of 
a  Swiss  banker  who  routinely  invests  in 
all  of  the  world's  continents. 

An  investment  in  dollar-denominated 
long-tenn  bonds  is  an  assured  losing  pro- 
position. Even  if  you  don't  spend  the 
interest,  after  taxes,  your  investment  is 
shrinking  inexorably.  The  same  goes,  of 
course,  for  short-term  bonds  and  money 
market  funds,  but  these  are  merely  tem- 
porary investments  awaiting  longer-term 
commitments. 

And  so  we  come  back,  willy-nilly,  to 
common  stocks.  While  common  stocks  in 
general,  as  measured  by  the  averages, 
have  not  proved  to  be  a  satisfactory  infla- 
tion hedge,  many  individual  issues  have 
done  so.  Despite  mixed  results  they  are, 
in  the  long  run,  the  only  practical  way  for 
most  individual  investors  to  avoid  com- 
plete financial  disaster. 

I  have  not  advised  the  purchase  of 
stocks  for  quite  a  while,  but  the  the  time 
will  come.  As  the  market  continues  to 
decline,  prices  become  increasingly  rea- 
sonable. Standard  &  Poor's  recently 
identified  91  NYSE  stocks  as  yielding 
over  7%  and  selling  at  price/earnings 
ratios  of  seven  or  less.  These  are  not 
"junk"  stocks  at  all.  In  the  list  you  find 
such  ultraconservative  stocks  as  Bank  of 
New  York,  blue  chips  like  Ford  Motor 
and  Mobil  Corp.  and  a  whole  slew  of 
good  electric  utilities.  ■ 
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Value  Line  looks  at . . . 

Major  Stocks 

With 
P/E's  Under  5 

And 
fields  Over  6% 

Plus  the  potential  to  double  in  price 
within  3  to  5  years. 

Among  1700  major  stocks  under  its  continuing  re- 
view, The  Value  Line  Investment  Survey  now  finds  .  .  . 

•  150  stocks  are  selling  at  less  than  5  times  esti- 
mated current  earnings  .  .  .  compared  with  past 
P/E  ratios  up  to  10  times  or  higher. 

•  1 10  of  these  low-P/E  stocks  also  offer  Appreciation 
Potentials  in  the  next  3  to  5  years  of  more  than 
100%.  .  .  based  on  Value  Line's  estimates  of  their 
earnings  and  P/E  ratios  in  that  future  span.  (30 
offer  long-term  Appreciation  Potentials  of  more 
than  200%.) 

•  In  addition,  a  significant  minority  of  these  "com- 
bination" stocks  currently  yield  from  6%  to  8.6%, 
based  on  our  estimate  of  dividends  in  the  12 
months  ahead.  (In  many  of  these  stocks,  moreover, 
we  look  for  sizable  dividend  increases— from  50% 
to  100%— in  the  next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these, 
good  as  they  may  sound,  without  also  checking  Vaiue 
-ine's  current  ratings  for  Probable  Price  Performance 
and— most  importantly— Safety.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index 
Dresents  up-to-date  ratings  of  EACH  of  1700  stocks 
'elative  to  all  the  others,  as  follows  .  .  . 

a)  Rank  for  Probable  Price  Performance  in  the  Next 
12  Months— ranging  from  1  (Highest)  down  to  5 
(Lowest). 

b)  Ratings  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to 
5  Years — showing  the  future  "target"  price  range 
and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annu- 
al earnings  and  dividends  in  current  12  months. 
Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

n  addition,  each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Rating  &  Report  at  least 


once  every  three  months— including  22  series  of  vital 
financial  and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead.  About  130  new  full- 
page  Reports  like  this  are  issued  each  week  .  .  .  1700 
every  13  weeks.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a  continually 
updated  report  on  almost  any  leading  stock. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment 
Survey  (with  30-day  money-back  guarantee)  for  the 
next  10  weeks  for  only  $29 — about  HALF  the  regular 
rate— if  no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  2  bonuses: 

BONUS  #1— Value  Line's 
2400-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks.  .  .  .  fully 
indexed  and  looseleaf-bound 
for  easy  reference,  and  sys- 
tematically updated  by  new 
full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a  min- 
ute a  week. 

BONUS  #2 — Investing  in  Common 
Stocks,  by  Arnold  Bernhard,  Value 
Line's  founder  and  research  chief, 
revealing  methods  of  stock  evaluation 
that  took  decades  to  develop.  You 
KEEP  this  book  even  if  you  return  the 
other  material  for  your  money  back. 


Investing  in 
Common  Stocks 


Thf  Value  I  itte  Rankings 
and  other  ( rilena  of 
Slock  Value 


This  subscription  is  tax-deductible  if  utilized  to  aid  in 
the  management  of  your  investments. 

To  accept  this  invitation— and  to  pinpoint  the  current 
list  of  low-P/E  "combination"  stocks  referred  to  above 
— mail  the  coupon  today. 


r" — --------------| 

The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc. 
5  E.  44th  St.  New  York,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be  accompanied 
by  payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC 
CALCULATOR  (with  full  memory)  given  to  you 
when  you  order  The  Value  Line  Investment 
Survey  for  one  year — and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  enclosed— 
send  me  the  CALCULATOR  as  my  extra  special  bonus 
(There  are  no  restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for  $295. 
(Does  not  include  the  calculator.) 


SIGNATURE 


cccoo 

CCCOC 

cccoo 
croeo 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  material 
within  30  days  for  full  refund  of  the  fee  I  have  paid 
Subscription  tax-deductible  and  non-assignable.  Foreign  rates  on 


request.  (NY  residents  add  sales  tax. 
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Commodities! 


The  Story  Of  Two  Drummers 

By  Stanley  W.  Angrist 

". .  .  Cattle  and  hogs  may  or  may  not  be  capable 
of  marching  to  drums  (personally,  I  have  my  doubts), 
but  in  terms  of  prices  they  will  start  to  march 
to  different  drummers  very  soon  indeed  .  . ." 


icture  in  your  mind  two  marching- 
band  drummers  dressed  in  full  regalia 
standing  on  a  parade  ground.  In  front  of 
one  drummer  marches  a  column  of  beef 
cattle,  while  in  front  of  the  other  one 
inarches  a  column  of  hogs.  Furthermore, 
they  are  marching  to  different  beats. 

Cattle  and  hogs  may  or  may  not  be 
capable  of  marching  to  drums  (personal- 
ly, I  have  my  doubts),  but  I  believe  that 
in  terms  of  prices  they  will  start  to  march 
to  different  drummers  very  soon  indeed. 
I  also  believe  that  substantial  profits  can 
be  gained  by  carefully  listening  to  those 
different  drumbeats  in  the  coming 
months. 

The  Cattle  Beat 

The  number  of  cattle  available  for 
slaughter  has  dropped  sharply  in  the  last 
couple  of  years.  At  116.3  million  head  on 
Jan.  1,  1978,  total  cattle  and  calf  inven- 
tory was  12%  below  the  1975  peak.  This 
is  the  third  consecutive  yearly  reduction 
and  the  sharpest  decline  on  record.  This 
decline  in  inventory  means  that  consum- 
ers can  ultimately  expect  to  pay  higher 
prices  for  beef  in  the  next  few  years. 

With  grain  and  soybean  meal  plenti- 
ful, cattle  feeders  placed  record  numbers 
of  cattle  on  feed  during  the  last  half  of 
1977.  Indeed,  cattle  on  feed  as  of  Jan.  1, 
1978  was  7%  above  a  year  earlier,  but  it 
is  the  sharp  decline  in  nonfed  cattle  (es- 
sentially, range-fed  cattle)  that  has 
caused  the  drop  in  total  cattle  numbers. 

Raising  cattle  for  fun  and  profit  has  not 
been  all  that  much  fun  lately.  People 
who  are  in  the  cattle  business  as  well  as 
those  of  us  who  are  just  observers  have 
noted  that  there  is  something  called  a 
"cattle  cycle.  "  Dr.  Max  E.  Brunk  of  Cor- 
nell University  found  that  one  could  find 
evidence  for  a  cattle  cycle  that  reaches 
back  more  than  100  years.  He  has  noted 
that  since  1890  there  have  been  seven 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  is  the  author  of Sensi- 
ble Speculating  in  Commodities. 


complete  cycles,  with  expansion  phases 
that  have  never  lasted  more  than  eight 
years  or  fewer  than  six. 

Such  an  observation  raises  visions  of 
obscene  profits  in  the  minds  of  those  of 
us  who  trade  commodities.  After  all,  we 
merely  chart  the  cattle  inventory  versus 
time,  establish  what  relationship  exists 
between  cattle  numbers  and  market 
price,  note  when  the  next  bottom  or  top 
is  likely  to  occur  and  then  buy  or  sell 
appropriately.  Such  a  strategy  should 
produce  profits  at  a  level  that  will  re- 
quire the  use  of  a  dump  truck  to  haul 
them  away.  But  alas,  as  usual  it  is  far 
from  being  that  simple.  Brunk  notes  that 
declines  in  inventory  can  take  anywhere 
from  two  to  ten  years.  "There  is  never 
certainty  that  the  cycle  has  bottomed  out 
until  one  or  two  years  after  it  has  hap- 
pened; then  looking  back  it  is  possible  to 
predict  with  reasonable  accuracy  the 
next  peak.  So  much  for  trying  to  make 
money  by  using  historical  cycle  analysis. 
"Reasonable  accuracy  has  caused  a  lot  of 
traders  to  resume  the  use  of  savings  and 
loan  associations  for  their  idle  cash. 

Nevertheless,  given  the  three  years  of 
herd  liquidation,  cattle  prices  should 
continue  to  strengthen  moderately  as  the 
year  progresses.  Thus  a  long  position  in 
cattle  seems  warranted. 

The  Hog  Beat 

This  drum  sounds  completely  differ- 
ent. Farmers  are  now  working  with  a 
favorable  hog/corn  ratio.  (For  you  non- 
farm-type  cognoscenti,  the  hog/corn  ra- 
tio is  computed  by  dividing  the  price  of 
100  pounds  of  live  hogs  by  the  price  of  a 
bushel  of  corn.)  When  the  hog/corn  ratio 
is  higher  than  usual,  hog  feeding  is  more 
profitable  and  farmers  respond  by  breed- 
ing and  feeding  more  hogs.  (The  ratio  for 
the  July  contracts  is  now  about  19.) 
When  the  ratio  is  lower  than  usual,  the 
opposite  holds  true.  If  the  ratio  drops 
below  14,  most  farmers  believe  that  they 
can  make  more  money  by  selling  their 
corn  than  by  feeding  it  to  hogs.  This 


ultimately  causes  a  drop  in  hog  produc- 
tion. Though  the  hog/corn  ratio  cannot 
accurately  forecast  the  direction  and  ex- 
tent to  which  prices  will  move,  it  is  a 
useful  tool  to  indicate  the  direction  in 
which  hog  production  is  heading. 

Hog  producers  have  indicated  that  9% 
more  sows  will  farrow  in  the  December 
1977-May  1978  period  than  last  year.  An 
increase  of  this  magnitude  would  cause  a 
dramatic  rise  in  pork  supplies  in  the 
latter  part  of  this  year.  This  leads  me  to 
recommend  a  short  position  in  hogs  in 
August  and  later  months. 

The  Spread 

Thus,  hogs  and  cattle  march  to  differ- 
ent drummers.  In  1975  the  prices  of  hog 
futures  attained  record  premiums  of 
more  than  20  cents  per  pound  over  cattle 
futures.  The  1978-79  fundamentals  may 
well  bring  forth  an  opposite  reaction  that 
will  cause  cattle  prices  to  attain  unusual- 
ly large  premiums  over  hogs;  in  1971  a 
record  premium  of  16  cents  per  pound 
was  reached. 

The  trade  I  would  recommend  is  going 
long  October  cattle/short  October  hogs 
at  700  points  premium  the  cattle  or  less. 
Keep  in  mind  that  the  cattle  contract 
calls  for  40,000  pounds  while  the  hog 
contract  calls  for  only  30,000  pounds. 
Thus  your  spread  is  biased  toward  the 
long  side  in  cattle.  If  desired,  the  trade 
can  be  made  balanced  by  going  long 
three  cattle  contracts  and  short  four  hog 
contracts. 

Most  brokers  will  only  ask  for  margin 
on  the  cattle  side  (about  $900)  and  there 
is  usually  some  break  on  the  commis- 
sion, which  should  be  in  the  neighbor- 
hood of  $65  round-turn  on  the  whole 
spread. 

Cattle  versus  hog  spreads  are  unusual- 
ly volatile  and  must  be  watched  careful- 
ly. I  would  not  risk  more  than  150  points 
(about  $600  per  spread)  from  the  entry 
point.  Sometimes  the  cattle  and  hogs 
(contrary  beasts  that  they  are)  listen  to 
even  more  distant  drummers.  ■ 
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When  a  business 
posts  one  of  its  best 
balance  sheets  ever, 
take  a  closer  look. 


Take  a  closer  look  and  you'll 
discover  that  Bemis  is  strong  in 
other  ways,  too. 

The  year  1977  was  the  sixth 
straight  year  our  dividends  in- 
creased. We  also  paid  our  208th 
consecutive  cash  dividend. 

In  addition,  we  continue  to 
put  our  money  where  the 
growth  is,  primarily  in  pack- 
aging and  graphics,  to  take 
advantage  of  specific  new 
growth  and  profit  oppor- 
tunities in  these  businesses. 
And  to  divest  businesses  not 
in  keeping  with  long-range 
growth  and  profit  objectives. 

Take  a  closer  look  at  Bemis. 
Call  or  write  Calvin  W. 
Aurand,  Vice  President  and 
Treasurer,  for  current  annual 
and  quarterly  reports.  Or 
contact  your  stockbroker. 

Bemis  Company,  Inc., 
800  Northstar  Center, 
Minneapolis,  MN  55402. 
612-340-6010. 
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The 

Boston  Museum 
owns  this 
Rouault  .  .  . 


So  could  you. 

Le  Pedagogue  is  a  dramatic  etching  by 
a  major  20th  century  artist,  Georges 
Rouault.  Impressions  of  this  impor- 
tant print  are  in  some  of  the  world's 
great  museums.  And  now,  you  can 
own  one  too. 

We  have  one  impression  of  Le  Peda- 
gogue, offered  on  a  first-come  basis  in 
our  new  catalog  of  Master  Prints. 

The  catalog  also  includes  92  other 
original  prints  by  Rembrandt,  Renoir, 
Matisse,  Diirer,  Picasso  and  other 
masters.  Prices  for  these  museum 
pieces  start  at  about  $500.  All  prints 
come  handsomely  framed ,  with  a  Cer- 
tificate of  Authenticity,  and  our 
money-back  guarantee. 

Send  for  a  free  copy  of  the  catalog 
today,  with  no  obligation. 


Original 
print  collectors 
group,  Ltd. 


SEND  YOUR  FREE 
COLOR  BROCHURE 
Dept.  F17 
120  East  56  St. 
New  York.  NY  10022 


Name 


Address 


City 


State  Zip 


I  he  dollar  has  been  collapsing,  the 
stock  market  has  been  collapsing  and  the 
bond  market  has  been  weak.  It's  enough 
to  make  you  wonder  whether  all  that 
turbulence  is  signaling  a  coming  depres- 
sion. But  of  course  that  couldn't  happen. 
Or  could  it? 

The  hardminded  answer  is  that  of 
course  a  depression  is  possible.  The  risk 
of  a  depression  has  been  higher  in  the 
last  ten  years  than  it  was  in  the  first  two 
.decades  of  the  postwar  period.  Ever 
since  President  Johnson  decided  in  1965 
to  finance  the  Vietnam  war  without  a  tax 
increase,  the  economic  systems  of  the 
U.S.  and  the  world  have  been  increas- 
ingly unstable.  In  each  bear  market, 
fears  of  depression  rise,  only  to  subside 
after  the  bear  market  ends. 

How  could  a  depression  occur? 

In  the  U.S.,  the  single-family  house  is 
the  core  of  middle-class  net  worth  and  is 
financed  by  a  large  amount  of  debt.  A 
major  decline  in  the  price  of  homes 
could  destroy  consumer  confidence. 
Some  observers  believe  that  bad  loans  in 
the  U.S.  banking  system  will  generate  a 
depression.  There  is  a  slightly  higher 
risk  that  a  serious  crisis  could  emerge 
in  the  international  banking  system, 
where  Eurodollar  lending  is  still  poorly 
controlled. 

Dispassionately  examining  the  facts 
and  the  odds,  we  doubt  whether  any  of 
these  scenarios  will  unfold  in  a  sufficient- 
ly terrifying  way  to  cause  a  depression. 
The  price  of  homes  is  unlikely  to  drop 
disastrously.  The  Federal  Reserve  could 
bail  out  the  banking  system  with  loans 
and  forced  mergers  to  avoid  a  collapse 
like  that  of  the  Thirties.  In  the  case  of  the 
international  banking  system,  the  central 
banks,  working  together,  could  probably 
bail  out  the  system — even  though  they 
might  be  forced  to  create  an  inflationary 

Richard  B.  Hoey  is  a  vice  president  and  in- 
vestment strategist  at  Bache  Halsey  Stuart 
Shields. 


Thinking  The 
Unthinkable 

By  Richard  B.  Hoey 


excess  of  liquidity  in  order  to  do 

There  is  yet  one  more  depression  r 
that  is  worth  considering  seriously:  p 
tectionism.  If  you  read  the  financ 
press  carefully,  it  is  clear  that  finar 
ministers  throughout  the  world  are 
tremely  fearful  of  protectionism.  W 
sound  reason. 

In  1930  U.S.  protectionism,  in 
form  of  the  Smoot-Hawley  tariff,  tra 
formed  the  financial  panic  that  began 
1929  into  the  worldwide  Great  Depr 
sion,  and  it  is  the  memory  of  that  ev< 
that  is  haunting  the  finance  ministers 
present. 

How  does  protectionism  generate 
depression?  Take  an  extreme  examp 
Suppose  Japan's  trading  partners  dec 
ed  to  block  out  all  imports  of  Japam 
autos  in  order  to  protect  domestic  jobs 
their  own  automobile  industries, 
revenues  of  Japanese  auto  eompan 
would  drop  in  half,  resulting  in  wm 
spread  layoffs  and  a  collapse  of  corpor. 
profits  that  would  depress  the  Japan* 
economy.  The  Japanese  would  buy  1 
from  us.  There  would  be  layoffs  he 
The  troubles  would  be  self-multiplyii 
If  trade  barriers  rise  rapidly  throughc 
the  world,  a  self-feeding  contraction 
production,  employment,  personal 
come  and  profits  could  result,  causinj 
worldwide  depression. 

What  are  the  chances  of  a  protectior 
depression?  I  think  the  probability 
below  5%:  a  low  probability,  but  enot 
to  be  concerned  about. 

Investors  should  monitor  the  streng 
of  trends  toward  protectionism  to  ms 
sure  they  don't  worsen.  A  key  signal 
danger  would  be  any  pattern  of  escal 
ing  trade  retaliation.  As  long  as  proti 
tionist  trade  barriers  don't  worsen  d 
matically,  we  should  be  able  to  avoic 
depression. 

Assuming  that  a  protectionist  depr 
sion  can  be  avoided,  what  guides  to  t 
stock  market  can  we  derive  from  rec« 
stock  markets? 

The  history  of  the  last  several  yea 
supports  several  market  maxims:  1)  T 
best  time  to  buy  stocks  is  near  the  b 
torn  of  a  recession;  2)  stocks  declj 
when  interest  rates  soar;  3)  the  st< 
market  of  a  country  with  a  devalu 
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rency  won't  stop  declining  until  the 
reney  strengthens;  and  4)  the  best 
ling  strategy  is  to  sell  stocks  near  a 
•sidential  election  and  to  buy  stocks 
tr  the  congressional  midterm  election 
)  years  later. 

The  U.S.  stock  market  has  continued 
:rack  closely  the  exchange  rate  of  the 
lar  expressed  in  deutsche  marks.  If 
dollar  could  begin  a  strong  rise  with- 
central  bank  support,  it  could  be  a 
y  bullish  influence  on  the  stock  mar- 
.  However,  a  further  decline  in  the 
lar  to  new  lows  may  be  required  in 
er  to  make  a  definitive  bottom  in  the 
5.  exchange  rate. 

'here's  a  long  tradition  of  stock  mar- 
investing  on  political  timing.  We 


. .  There's  a  long  tradition 
stock  market  investing 
political  timing  .  .  ." 


|e  calculated  the  results  of  one  of  the 
j  ve  rules,  i.e.,  sell  stocks  at  the  time  of 
presidential  election  and  buy  them  at 
jlterm  congressional  elections.  From 
I  congressional  election  of  1962  to  the 
isent,  the  Dow  Jones  industrial  aver- 
)  has  risen  by  only  23%.  But  if  you  had 
(owed  this  political-decision  rule,  you 
Irld  be  rolling  in  cash  after  having 
ilized  a  profit  of  208%  during  the  eight 
ps  in  which  you  were  invested  over 
?  last  16  years.  If  history  repeats,  No- 
nber  1978  will  be  a  good  time  to  buy 
;ks. 

pespite  the  momentum  of  the  cur- 
it  bear  market,  there  are  a  number  of 
:ks    that    can    be    bought  today. 
Jressograph  Multigraph  (15),  which 
j  earnings  of  $1.75  estimated  for  the 
|  1978  fiscal  year  and  $2.50  for  July 
9,  has  just  reported  quarterly  earn- 
|  of  52  cents,  and  investors  are  be- 
lling to  perceive  that  the  earnings 
jiaround  is  actually  occurring.  Pon- 
isa  System  (15),  with  $2.10  in  esti- 
ed  earnings  for  the  February  1978 
il  year  and  $2.75  for  fiscal  1979,  is 
j   attractive.    Consolidated  Natural 
I  (34)  has  earnings  estimates  of  $5.70 
1978  and  $5.90  for  1979  and  has 
pped  to  a  level  where  it  is  now  yielding 
ut  8%.  Earnings  did  not  increase  as 
:h  as  had  been  expected  in  1977,  but 
i  earnings  and  dividends  are  expected 
love  up  over  the  next  several  years, 
ut  watch  out  for  a  rising  tide  of  pro- 
ionism,  which  is  the  greatest  risk 
d  by  stock  investors.  ■ 


NEWS  FROM  FIDELITY: 

DIFFERENT  APPROACH  TO 
HIGHER  TAX-FREE  YIELD 


Unlike  other  tax-free* 
municipal  bond  investments  that 
place  less  emphasis  on  cost  or 
management,  Fidelity  High  Yield 
Municipals  keeps  a  steady  eye 
on  both  factors. 

No  Sales  Charge 

The  Fund  is  distinguished 
by  the  fact  that  there  is  no  sales 
charge.  The  portfolio  of  medium 
quality  municipals  is  under 
continuous,  professional  manage- 
ment. Investors  are  urged  to 
compare  the  differences  with  this 
coupon  or  a  toll-free  call. 

•A  portion  may  be  subject  to  Federal  state  or  local  tax 

CALL  FREE 

(800)225-6190 

in  Mass. Call  Colled  (617)726-0650 


PO  BoxH32  Dept  FF80306 

82  Devonshire  St  .  Boston.  Mass  02103 


I  FIDELITY 
I     HIGH  YIELD 

I 
I 
I 
I 

L 


For  more  complete  information, 
including  fees  and  expenses,  please 
write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest 
or  send  money. 


Address  _ 
City  


FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


GROWTH  IS  ALIVE 


Many  leading  growth  stocks  are  now  selling 
well  below  their  all-time  highs  while  their 
earnings  per  share  and  dividends  have 
risen  to  new  peak  levels. 

Some  investors— sensitive  to  good  value 
—realize  this  and  are  buying.  Others, 
however,  will  probably  wait  until  the  top 
of  the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  manage- 
ment fee  and  other  charges  and  expenses,  obtain  a  pros- 
pectus. Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  30 1  -547-2 1 36  collect. 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 


EXECUTIVES/ PROFESSIONALS 
EARNING  $20,000  A  YEAR  OR  MORE: 

LOANS  BY  MAIL 
UP  TO  $15,000. 

Borrow  in  privacy  from  Dial  Financial 
Corporation.  Founded  1897.  Listed 
New  York  Stock  Exchange.  Use  the 
money  for  any  purpose. 

For  full  details,  call  us  collect,  at 
(714)  835-4774.  Or  write  P.  J.  Pattee 
at  the  address  below. 

Dial  Financial  Corporation  f  »7Ml 


I  Dial  Financial  Corporation  Dept  6216 

I  Executive/Professional  Loan  Division 

.  1505  E.  17th  St  Suite  214 

I  Santa  Ana,  California  92701 


Name- 


■  Address- 
I  City  
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Managing  Your  Money! 


Investing  In  Land 

By  John  Train 

".  .  .  Beware  of  the  drawbridge  effect .  .  ." 


I  hroughout  history  raw  land  has  been 
a  "store  of  value"  for  the  passive  investor 
who  wanted  a  safe  and  simple  way  to 
preserve  excess  present  earning  power 
for  future  use.  Now  politics  and  a  boom 
psychology  have  made  land  risky,  and 
one  can  no  longer  be  confident  that  this 
ancient  form  of  investment  will  be  safe  in 
the  future. 

The  real  problem  now  is  government 
regulation.  You  can  have  studied  an  ac- 
quisition with  care,  bought  well,  wan- 
gled favorable  rezoning,  gotten  a  special 
permit  to  build,  lined  up  financing  and 
then,  after  years  of  effort  and  interest 
charges,  lose  your  zoning  and  have  to 
start  all  over  again,  with  less  hope  of 
success.  Or  you  may  never  get  the  nec- 
essary zoning  in  the  first  place. 

And  even  if  you  get  and  keep  all  your 
zoning  and  special  permits,  you  can  easi- 
ly fall  afoul  of  environmental  regula- 
tions— not  only  existing  regulations  but 
future  ones.  Furthermore,  as  has  been 
pointed  out  by  Christopher  Burden, 
president  of  New  Seabury,  a  planned 
community  on  Cape  Cod,  in  a  politically 
sophisticated  area  when  an  existing  resi- 
dent has  gotten  what  he  wants,  he  has  an 
economic  incentive  to  prevent  the  next 
person  from  following  him:  Once  inside 
the  fortress,  he  pulls  up  the  drawbridge. 
He  thinks  of  the  neighboring  acres  as  a 
park,  which  it  is  his  ecological  duty  to 
keep  green  forever, 

You're  only  secure  when  you've  not 
only  received  the  necessary  zoning  and 
your  special  permit  to  do  the  particular 
thing  desired,  but  have  also  "appropriat- 
ed the  land  to  the  use,"  to  use  the  key 
legal  term.  That  means  taking  physical 
steps  that  are  only  consistent  with  the 
purpose  contemplated  in  the  special  per- 
mit. That's  why  you  so  often  find  that 
immediately  after  he  has  gotten  his  spe- 

John  Train  is  president  of  Train,  Smith,  In- 
tt  stim  nt  Counsel,  Xeu  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


cial  permit,  a  buyer  digs  a  huge  founda- 
tion hole. 

Still  interested  in  investing  in  land? 
Here  are  some  suggestions.  The  first 
rule  is  to  go  where  there's  going  to  be 
development:  in  the  path  of  progress.  In 
general,  the  movement  to  the  Sunbelt 
seems  likely  to  continue,  thanks  to  lower 
heating  bills  and  cheaper  labor. 

You're  usually  safer  buying  near 
where  you  live.  You  should  have  a  better 
idea  of  the  values,  you'll  be  an  "insider" 
when  it  comes  to  zoning  and  special 
permits,  and  you'll  see  with  your  own 
eyes  what's  going  on. 

To  be  reasonably  sure  of  a  market  later 
on,  you  should  buy  where  there  is  con- 
tinuous interest,  such  as  in  the  spillover 
of  a  growing  city,  or  in  a  resort  area. 
Water  is  a  great  attraction.  One  should 
consider  places  where  energy  sources 
are  being  discovered.  Development  fol- 
lows cheap  energy. 

If  you  want  to  buy  around  a  city,  then 
you  need  to  look  where  growth  is  com- 
ing. That  takes  study.  To  buy  a  bargain- 
priced  tract  in  a  declining  area  may  mean 
there's  no  development  interest  when 
you  want  to  sell,  and  so  no  market.  The 
optimal  strategy  is  to  buy  just  ahead  of 
the  beginning  of  possible  developmental 
interest:  in  the  predevelopment  stage. 

George  Levine,  a  real  estate  adviser  in 
Mamaroneck,  N.Y.,  says  he  prepares  a 
map  of  the  target  area  with  transparent 
overlays  showing  existing  zoning  and 
land  uses,  utilities,  public  transporta- 
tion, proposed  roads,  planned  and  ru- 
mored developments  and  other  factors. 
After  a  while,  he  says,  the  logical  area  for 
development  becomes  clear  enough. 

The  terms  of  payment  are  important. 
You  have  to  be  able  to  hold  the  proper- 
ty comfortably  for  the  five  years,  say, 
required  to  get  the  various  permits. 
Levine  advises  paying  in  such  a  case 
with  five  notes,  payable  annually,  each 
bearing  the  agreed  interest  rate  but 
each  separate,  so  that  at  the  end  of  the 
first  year  you  only  pay  interest  in  cash 
on  the  first  note,  and  so  on.  Thus,  for  a 
$1 -million  purchase  paid  with  five 
$200,000  notes  at  8%,  you  only  pay 
$16,000  interest  in  cash  the  first  year, 
not  $80,000,  as  you  would  have  to  if 


you    had    paid    with    a    single  note. 

Leverage,  by  the  way,  works  both 
ways,  like  stock  market  margin.  If  you 
borrow  or  finance  to  buy,  and  develop- 
ment takes  too  long — as  it  often  does — 
you  may  be  squeezed  right  out. 

Buying  in  an  area  where  there's  al 
ready  favorable  zoning  and  where  resort 
amenities  are  available  has  advantages, 
since  for  many  people  a  land  investment 
doubles  as  the  site  of  a  possible  retire- 
ment home.  Parts  of  western  Florida 
seem  the  most  reasonably  priced  resort 
areas,  in  spite  of  the  state's  tough  envi- 
ronmental regulations. 

One  should  be  near  a  continuing  re- 
sort activity,  such  as  a  country  club  with 
a  golf  course  and  tennis  courts,  or  a  yacht 
club  with  a  marina  and  swimming  pool, 
together  with  a  clubhouse  or  hotel  and 
perhaps  bungalows  where  visitors  can' 
stay  during  their  holidays.  Like  migra- 
tory birds,  some  will  get  used  to  coming 
to  the  area,  and  when  the  time  comes 
they  will  be  candidates  for  the  purchase 
of  homes. 

Unfortunately,  there  are  only  a  hand- 
ful of  really  good  resort  developers  in  the 
U.S.,  and  if  the  manager  of  yours  is  not 
outstanding,  you  have  no  assurance  that 
it  will  still  be  attractive  when  you  want  to 
cash  in  on  your  lot. 

It  pays  any  buyer  of  land  to  hire  a 
consultant.  There  are  hundreds  of  things 
to  check,  many  of  which  never  occur  to 
an  inexperienced  buyer.  The  Society  of 
Beal  Estate  Appraisers  and  the  Society  of 
Beal  Estate  Counselors  can  both  furnish 
you  lists  of  appraisers  and  consultants  in 
the  area  that  you're  interested  in.  You're 
inviting  trouble  if  you  don't  use  a  quali- 
fied adviser  to  guide  you. 

Don't  be  lulled  into  making  bad  land 
investments  by  the  old  cliche':  "They're 
not  making  any  more  of  it."  Maybe 
they're  not,  but  as  writer  Max  Ways 
reported,  you  could  put  the  whole  U.S. 
population  into  Texas  and  it  still 
wouldn't  be  as  densely  populated  as 
Great  Britain.  So,  there's  no  real  short- 
age of  space  in  this  country.  Making 
money  in  land  is  at  least  as  difficult  as 
making  money  in  the  stock  market  and 
one  should  approach  the  subject  with  the 
greatest  of  care.  ■ 
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SALES  IN  MILLIONS  OF  DOLLARS 

From  continuing  operations. 


EARNINGS  PER  SHARE 


1977 
$471.2 


1976 
$415.9 


1975 
$410.1 


1974 
$353.2 


1973 
$282.1 


1977 
$4.50 


1976 
$4.05 


1975 
$3.53 


1974 
$3.50 


1973 
$1.91 


NET  INCOME  IN  MILLIONS  OF  DOLLARS 


SHAREHOLDER  DIVIDENDS 


1977 
$25.0 


1976 
$22.7 


1975 
$21.1 


1974 
$20.5 


1973 
$11.6 


1977 
$1.70 


1976 
$1.43 


1975 
$1.08 


1974 
$0.85 


1973 
$0.80 


Increasing  net  income,  earnings  per 
share  and  shareholder  dividends  is  also 
Midland-Ross'  business. 
We  did  it  again  in  77 


Three  years  ago  we  set  out  to 
make  Midland-Ross  more  profit- 
able than  ever  before  and  build 
a  base  for  continued  growth 
throughout  the  1980s.  You  can 
see  the  payoff  in  the  charts  shown 
here.  There's  much  more  to  see 
in  our  new  Annual  Report.  We'll 
be  glad  to  send  it. 
Our  first  goal  was  to  broaden 
product  lines  and  strengthen 
market  positions  in  areas  where 
we  had  established  leadership. 
Since  May,  1 977  we  have  taken 


major  steps  towards  that  goal  by 
acquiring  five  companies  which  fit 
into  our  four  major  businesses: 
mechanical  controls,  electrical 
products,  steel  castings  and 
capital  goods.  The  acquisitions 
add  combined  annual  sales  of 
$56  million.  And  our  strong  cash 
generation  increases  our  oppor- 
tunities for  further  acquisitions. 
We're  using  our  product  and  tech- 
nology to  do  non-traditional 
things:  introduce  a  system  which 
safely  disposes  of  toxic  wastes; 


develop  new  automotive  products 
and  distribution  to  penetrate  the 
aftermarket;  expand  foundry 
group  sales  in  new  industrial 
markets;  and  broaden  our  base  in 
materials  handling  systems. 
This  was  the  5th  consecutive 
annual  increase  in  sales,  net  in- 
come, earnings  per  share,  and 
shareholder  dividends.  If  you'd  like 
to  know  more  about  us,  write: 
Midland-Ross  Corporation,  Cleve- 
land, Ohio  44113. 
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UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  38  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  April  3,  1978  to 
shareholders  of  record  at  the 
close  of  business  March  10,  1978. 


Dallas,  Texas 
February  17,  1978 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


DIAMOND 
INTERNATIONAL 
CORPORATION 


97th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Feb.  23,  1978,  declared  a 
quarterly  dividend  of  55$  per  share  on  the  Com- 
mon Stock,  payable  May  1,  1978,  to  share- 
owners  of  record  April  10,  1978. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


GRAHAM-REA  INVESTMENT  ANALYSIS 

Based  on  Benjamin  Graham's  investment  crite- 
ria, indicating  "buys",  "holds"  and  factors 
needed  for  verification.  Issued  monthly  for 
$100.00  per  year  by: 

Dr.  James  B  Rea, 
10966  Chalon  Rd.,  Los  Angeles,  CA  90024, 
(213)472-0127 


Market  Comme 


I  he  clearance  sales  that  occur  after 
Christmas  and  on  Washington's  birthday 
have  become  established  traditions  to 
most  of  us.  Unlike  the  retailers,  who 
schedule  their  sales  annually,  Wall 
Street  offers  its  sale  only  once  every  four 
years,  in  the  even-numbered  off-presi- 
dential election  years  (1974,  1970,  1966, 
1962).  These  are  becoming  almost  as 
predictable  as  the  Washington's  birthday- 
sales.  Unlike  other  sales,  however,  the 
offering  of  securities  on  the  bargain 
counter  does  not  induce  a  buying  mood 
among  the  customers.  In  a  business 
where  the  guiding  maxim  is:  "Buy  low, 
sell  high,'  it  has  often  puzzled  me  that 
private  pension  funds  invest  the  largest 
portion  of  their  cash  flows  into  stocks 
near  market  tops  and  the  smallest  por- 
tion at  market  bottoms.  Perhaps  that's 
why  investment  performance  at  so  many 
institutions  is  either  poor  or  mediocre. 
However,  for  the  rare  investor  who  can 
consider  value  rather  than  price,  1978 
prices  offer  rare  value. 

I  don't  mean  to  suggest  that  our  eco- 
nomic problems  are  unimportant.  They 
are  serious,  and  solutions  to  many  of 
them  may  require  a  number  of  years. 
The  real  questions  are  how  much  more 
serious  these  problems  will  become  and 
whether  that  has  been  adecjuately  dis- 
counted in  today's  equity  prices. 

Our  own  economic  forecast  projects  a 
slowing  in  real  economic  growth  to  4.2% 
in  1978,  vs.  4.9%  in  1977,  but  this  is  still 
above  our  average  long-term  growth 
rate,  and  even  a  further  slowing  to  3%  to 
3.5%  in  1979  hardly  seems  like  a  catas- 
trophe. Should  further  slowing  material- 
ize, additional  fiscal  and  monetary  stimu- 
lus would  undoubtedly  be  offered  to 
lessen  the  probability  of  a  recession. 
While  liquidity-  will  be  run  down  in  1978 
and  1979,  the  rise  in  interest  rates  is 
unlikely    to    breach    the    peak  levels 

James  H .  Farrell  Jr.  is  senior  vice  president, 
director  of  investment  research  at  Provident 
National  Bank,  Philadelphia,  Pa. 


Clearance  Sale 
On  Wall  Street 

By  James  H.  Farrell  Jr. 


reached  in  1974.  Concerns  over  inflati 
may  also  be  somewhat  overdone.  Unli 
1974,  when  the  Consumer  Price  Ind 
escalated  to  a  rate  of  12.2%,  inflation 
1978  and  1979  is  likely  to  remain  in  a  6' 
to-7%  range  with  occasional  forays  out 
this  range  on  the  upside. 

The  balance-of-payments  deficit  is  ce 
tainly  a  concern,  but  lower  oil  impo: 
and  price-cutting  on  some  grades 
crude  oil  should  lower  our  oil  deficit 
1978.  The  forthcoming  increase  in  no 
OPEC  oil  production  gives  us  sevei 
years  of  breathing  room.  In  additio 
some  strengthening  in  agricultural  e 
ports  and  some  success  in  our  trade  n 
gotiations  with  Japan  offer  promise 
further  improvement.  The  weakness 
the  dollar  is  probably  fully  discounted 
equity  prices. 

The  federal  government  deficits  a 
continually  pointed  to  by  the  busine 
and  investment  community  as  a  maji 
problem;  however,  little  mention  is  ma« 
of  the  offsetting  state  and  local  gover 
ment  surpluses  that  have  recently  be« 
running  at  a  rate  of  $30  billion.  The  rest 
the  deficit  is  necessary  to  offset  the  pu 
chasing  power  being  siphoned  off  by  tl 
Organization  of  Petroleum  Exportii 
Countries.  An  interesting  sidelight  is  th 
40  years  ago,  as  the  recovery  from  tl 
Depression  was  in  its  fourth  year,  tl 
government  swung  into  modest  cash  su 
plus  in  early  1937  at  the  urging  of  tl 
business  and  financial  community,  ther 
by  producing  the  1937-38  recessio 
which  produced  an  ultimate  requireme 
for  even  greater  fiscal  stimulus. 

Thus,  although  the  problems  facing  1 
are  serious,  there  are  solutions  and  pro 
ress  is  being  made.  Yet  the  various  me 
sures  of  market  values  such  as  divider 
yields,  price/earnings  ratios  and  boo 
value  multiples  are  either  approachir 
or  have  already  exceeded  the  extrenn 
reached  in  late  1974  for  most  major  ma 
ket  averages. 

What  this  implies  for  the  stock  mark« 
is  the  possibility  of  some  additional  nea 
term  risk,  but  of  limited  magnitude. 

The  next  question  is:  "What  will  tui 
the  market  around?''  We  can  speculal 
on  several  potential  causes,  such 
something  going  right  for  Mr.  Carter,  i 
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which  case  public  confidence  begins  to 
improve.  A  second  possibility  would  be  a 
stabilization  or  recovery  in  the  dollar.  A 
peaking  of  interest  rates  later  this  year 
could  be  another  and  the  passage  of  a  tax 
cut  is  also  a  possibility.  Our  economist. 
Jack  Lavery,  recently  pointed  out  to  me 
that,  since  1962,  shortly  after  each  of  the 
past  nine  tax  cuts,  equity  prices  rose. 

European  investors  view  the  U.S.  as 
the  last  bastion  of  capitalism, and  once 
the  foreign-exchange  risk  diminishes 
there  are  substantial  funds  looking  for 
the  opportunity  to  invest  in  the  U.S. 
market.  In  addition,  the  corporate  buy- 
er who  finds  it  cheaper  to  buy  compa- 
nies than  to  build  plants  will  continue  to 
be  a  factor.  The  institutional  pension 
fund  manager  will  probably  sit  on  the 
sidelines  and  lick  his  wounds  while  try- 
ing to  learn  about  active  bond  manage- 
ment, so  this  would  suggest  that  the 
best-performing  stocks  for  the  next  ad- 
vance may  still  be  among  the  smaller 
and  medium-sized  companies  with  1)  at- 
tractive product  lines,  2)  high  returns 
on  equity,  3)  moderate  but  growing 
dividends,  4)  double-digit  growth  rates 
and  5)  single-digit  P/E  multiples.  These 


stocks  offer  total  returns  in  the  neigh- 
borhood of  15%  or  better  over  the  next 
five  years,  based  on  some  very  modest 
assumptions. 

Some  interesting  smaller  and  medi- 
um-sized growth  issues  are: 

Compugraphic  (41).  A  rapidly  growing 
producer  of  photocomposition  equip- 
ment, CPU  has  achieved  annual  earn- 


". .  .  Although  the  problems 
facing  us  are  serious,  there 
are  solutions  .  .  ." 


ings  growth  of  28%  over  the  past  five 
years,  yet  sells  for  only  eight  times  esti- 
mated 1978  earnings  of  $5.05  per  share. 
Return  on  equity  has  averaged  20%  over 
the  past  five  years,  and  with  only  $130- 
million  sales  for  1977,  the  company  is 
expected  to  continue  to  grow  at  17%  to 
20%  per  year.  Should  the  stock  exper- 
ience any  weakness  in  the  terminal 
phase  of  this  bear  market,  it  could  be  a 
major  buying  opportunity. 
Jostens  (25).  This  producer  of  class 


rings,  yearbooks  and  graduation  an- 
nouncements has  had  20  years  of  unin- 
terrupted earnings  growth,  a  record 
matched  by  only  12  other  companies  on 
the  New  York  Stock  Exchange.  Over  the 
next  few  years  earnings  are  expected  to 
grow  by  15%  per  year,  but  the  stock  sells 
for  only  eight  times  estimated  earnings 
of  $3.05  per  share  and  yields  4%.  Jostens 
offers  an  exceptional  opportunity  at  cur- 
rent price  levels. 

Hospital  Corp.  of  America  (25).  With 
concerns  over  the  escalating  costs  of 
medical  care,  what  could  be  a  better  area 
than  the  hospital  management  industry? 
Hospital  Corp.,  the  leading  factor  in  this 
industry  with  95  hospitals  owned  or 
managed  in  this  country  and  overseas, 
has  experienced  earnings  growth  of  21% 
per  year  over  the  past  five  years  and  the 
next  five  should  produce  similar  results. 
Yet  the  stock  sells  at  only  eight  times 
1978  expectations  of  $3. 10  per  share. 

Other  issues  with  similar  characteris- 
tics include  AMP  Inc.  (25),  American 
District  Telegraph  (28),  Delta  Air  Lines 
(37),  Echlin  Manufacturing  (23),  Knight- 
Ridder  (34),  Noxell  (18),  PepsiCo  (25)  and 
Philip  Morris  (56).  ■ 


A  logical  deduction: 
Tax-free  income 
from  Scudder. 


If  high  taxes  are  diminish- 
ing your  income,  the  logical 
deduction  to  make  may  be 
an  investment  in  Scudder's 
tax-free  municipal  bond 
fund  *  Scudder,  Stevens  & 
Clark  has  over  50  years  of 
municipal  bond  investment 
experience  Send  for  our  free 
booklet  and  prospectus  and 
consider  a  tax  advantage 
you  may  have  overlooked. 


•  Tax-free  income  daily 

•  Portfolio  quality 

•  Diversification 

•  No  sales  charges 

•  $1,000  minimum 
investment 

•  Conveniences  Liquidity 

Call  800-225-2470  any- 
time, toll-free.  In  Mass.  call 
collect  (617)  482-3990. 


r 


Scudder  Fund  Distributors,  Dept.  #55F 
Scudder  Managed  Municipal  Bonds, 
175  Federal  Street,  Boston,  MA  02110 


SCUDDER 

SCUDOtR  STIVENS  fc  CI  ARK  INVESTMENT  COUNSEl 

Please  write  or  call  for  a  free  booklet  and  prospectus 
containing  more  complete  information,  management  fee 
charges  and  expenses.  Read  them  carefully  before  you 
invest  or  send  money. 

Name  .  :  i  

Address  

|_c*y  


:  State . 


.Zip. 


Scudder  Managed  Municipal  Bonds 

'While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal  Income  Tax,  investors  may  be  subject  to  some  state  or  local  tax 
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Venture  Capita 


The  Right  Way  To  Do  It? 


By  Thomas  P.  Murphy 


.  The  government  for  once  comes  out  a  winner .  . 


^Joutheast  Kentucky  is  not  the  most 
promising  place  in  the  world  for  new 
enterprise.  It  is  a  region  of  worn-out  hill 
farms,  mountainside  coal  mines  (bloody 
Harlan  County)  and  poverty,  especially 
poverty.  Average  family  income  is  less 
than  $4,000  and  most  folks  don't  have  a 
lot  of  schooling:  8.1  years  on  average, 
according  to  what  the  government  says. 

Into  that  environment  at  the  begin- 
ning of  the  decade  came  something 
called  Kentucky  Highlands  Investment 
Corp.  KHIC  is  funded  with  federal  mon- 
ey from  the  Office  of  Economic  Develop- 
ment, but  it  is  a  private,  nonprofit  devel- 
opment organization  whose  charter  is 
social  uplift  and  venture  capital  invest- 
ment. Whatever  KHIC  has  done  for  the 
social  uplift  in  Kentucky,  it  has  done  well 
in  venture  capital.  Since  setting  up  shop 
in  London,  Ky.  (they're  a  mile  off  high- 
way 75),  KHIC  has  started  seven  busi- 
nesses and  six  of  them  are  profitable  and 
growing. 

Which  is  not  to  say  it  was  easy.  Harlan 
County's  legendary  enthusiasm  for  labor 
unions  was  no  selling  point,  and  south- 
east Kentucky  lacks  a  lot  of  things,  in- 
cluding good  roads.  One  company  had  to 
change  its  mipd  about  a  location  when  a 
local  trucking  firm  sadly  admitted  its  old 
trucks  just  could  not  make  it  up  that  hill 
through  Big  Hill,  Ky. 

Another  problem  was  bank  loans  to 
leverage  KHICs  investment  dollars. 
These  small-town  bankers  were  unfamil- 
iar with  financing  manufacturing  compa- 
nies. When  KHIC  suggested  loans  col- 
lateralized by  receivables,  one  country 
banker  admitted  he  "wouldn't  know 
what  to  do  with  an  account  receivable  if 
he  had  one." 

But  what  the  region  lacked  most  of  all 
was  entrepreneurs  themselves.  Local 
folks  were  convinced  that  you  just  can't 
do  much  business  in  those  hills. 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn. 


The  first  major  chore  of  KHIC  s  young 
staff  was  to  find  entrepreneurs.  Their 
only  real  lure,  beyond  youthful  enthusi- 
asm, was  that  rarest  of  venture  capital, 
seed  money  for  nontechnological  start- 
up companies.  They  scoured  the  region 
from  Lexington  to  Louisville  and  all  the 
way  up  to  Cleveland,  calling  on  every 
small  business  lawyer,  finder,  accoun- 
tant or  banker  who  might  put  them  in 
touch  with  a  prospective  entrepreneur. 
They  also  turned  to  an  outfit  in  Belmont, 
Mass.,  called  Institute  for  New  Enter- 
prise Development,  that  locates  and 
counsels  people  who  want  to  go  into 
business  for  themselves. 

It  was  INED,  in  fact,  that  found  KHIC 
its  first  success,  two  fellows  who  wanted 
to  go  into  the  tent-making  business.  Us- 
ing seed  money  from  KHIC,  the  two 
men  set  up  shop  in  Stearns,  Ky.  and,  five 
years  later,  they  have  120  employees  and 
sales  of  over  $8  million.  That  tent  busi- 
ness is  profitable  and  growing.  KHIC  has 
$600,000  in  the  company — it  is  called 
Outdoor  Venture  Corp. — and  figures  its 
investment  is  worth  considerably  more 
than  that  now. 

The  fiberglass  kayak  business — that 
one  is  called  Phoenix  Products,  Inc. — 
did  not  do  quite  so  well  last  summer 
when  drought  reduced  a  lot  of  the  coun- 
try's white  water  to  mill  ponds,  but 
Phoenix  is  making  money  again.  It  has  16 
people  employed  and  is  already  talking 
of  itself  as  the  largest  producer  in  the 
whole  kayak  industry. 

A  third  KHIC-financed  venture  is  Pos- 
sum Trot  Corp.,  over  in  McKee,  Ky. 
Possum  Trot  makes  high-quality  stuffed 
toys  and  canvas  tote  bags.  It  is  wholly 
owned  by  KHIC  and  is  run  by  the  for- 
mer president  of  KHIC.  Possum  Trot's 
sales  are  about  $2  million.  It  is  making 
between  5%  and  6%  pretax  and  it  is  a 
prodigious  producer  of  jobs  since  there 
are  116  people  working  there. 

There  are  other  ventures:  a  little  com- 
pany that  makes  wooden  trophy  bases,  a 
hog-feeding  business  and  a  company  that 
makes  bodies  for  coal  trucks.  All  but  one 
are  making  a  profit. 

KHIC  s  success,  with  a  federal  pro- 
gram better  known  for  ghetto  flops,  may 
stem  from  the  kind  of  people  it  has  on  its 


staff.  Thomas  Miller,  32,  was  a  senior 
auditor  and  CPA  for  Arthur  Andersen  in 
Washington  before  he  was  lured  to  Ken- 
tucky. Joseph  Frye  Jr.,  who  has  a  mas- 
ters degree  in  planning,  was  involved  in 
managing  a  program  to  locate  entrepre- 
neurs before  he  joined  KHIC.  Fred 
Beste  III,  who  now  manages  the  venture 
capital  investment  program,  was  in  the 
venture  business  for  eight  years  before 
going  to  KHIC.  Beste  was  in  fact  the 
only  venture  capitalist  involved  in  a 
Community  Development  Corporation 
program  until  recently. 

The  strong  business  and  accounting 
bent  at  KHIC  has  produced  a  subtle  but 
apparently  crucial  difference  in  KHIC  s 
results  as  contrasted  with  most  other 
Community  Development  programs.  As! 
Fred  Beste  explains  it,  manv  CDCs  said 
in  effect:  "We  will  take  a  business-invest- 
ment approach  to  solving  our  areas'  so- 
cial problems."  KHIC  looked  at  it  differ- 
ently: "We  conduct  a  normal  venture 
capital  investment  program,"  says  Beste, 
"and  if  we  succeed,  the  social  by-prod- 
uct— jobs,  increased  tax  revenues, 
etc. — will  take  care  of  itself.  " 

Taking  that  normal  investment  point 
of  view,  KHIC  doubtless  has  a  "profit"  in 
its  portfolio,  but  just  how  is  it  going  to 
get  out  of  those  little  investments  even 
when  they  are  successful?  Even  in  palm- 
ier days  Wall  Street  does  not  show  much 
interest  in  small  companies  in  the  busi- 
ness of  making  things  like  tents,  kayaks 
and  trophy  bases. 

The  answer  is  that  about  60%  of  the 
money  is  invested  in  the  form  of  debt,  so 
that  money  is  repaid  in  the  course  of 
time.  The  remaining  40%  is  equity,  but 
KHIC  writes  a  mandatory  "put"  into  the 
agreement.  In  other  words,  as  some 
point  out,  it  has  the  right  to  ask  the 
company  to  buy  back  its  own  stock — at  a 
profit,  of  course,  to  KHIC. 

Whatever  the  ultimate  outcome,  it 
would  seem  that  the  federal  government 
for  once  comes  out  a  winner.  KHIC  com- 
panies have  already  created  317  new  jobs 
in  southeast  Kentucky  for  an  investment 
of  only  $2.1  million.  That  figures  out  to 
about  $6,600  per  job.  By  any  reckoning, 
that  is  a  lot  cheaper  than  perpetual 
welfare.  ■ 
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Public  Service  Electric  and  Gas  Company 
declares  its  dividends  for  the  quarter 
ending  March  31, 1978 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  March  31,  1978: 


Class 
of  Stock 


Dividend 
Per  Share 


Common 

$  .49 

$1  4fl  DiviHesnH 

>J>  I  -*+U  UIVIUCIIU 

Preference  Common 

$  .35 

Cumulative  Preferred 

— 

$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1 .045 

4.30%  Series 

1 .075 

5.05%  Series 

1 .2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

8.16%  Series 

2.04 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred 

$25  Par 

8.70%  Series 

$  .5438 

9.75%  Series 

$  .6094 

All  dividends  are  payable  on  or 
before  March  31,  1978  to  stock- 
holders of  record  March  3,  1978. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 
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Newark,  New  Jersey 
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A 

MESSAGE 

FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  I  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  Ail  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

AMERICAN  CANCER  SOCIETY 


muja  poweR 


DIVIDEND  NOTICE 

A  regular  quarterly  dividend 
at  the  rate  of  56<p  per  com- 
mon share  will  be  paid  May 
5,  1978,  to  stockholders  of 
record  April  10,  1978.  Reg- 
ular quarterly  dividends  on 
all  preferred  stock  will  be 
paid  on  April  1, 1978,  to  hold- 
ers of  record  March  3, 1 978. 

J.  Paul  Glahn 
Vice  President  and  Treasurer 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 
^  Pes  Moines,  iowa  50303  j 
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i  .  on  the 

ThOUghtS  .  .  .Business  of  Life 


Earth  has  no  hopeless 
islands  or  continents. 
David  Swing 


Humor  is  an  affirmation  of  dignity, 
a  declaration  of  man's  superiority 
to  all  that  befalls  him. 
Romain  Gary 


Humanity  is  fortunate,  because  no  man 
is  unhappy  except  by  his  own  fault. 
Seneca 


For  man  there  are  only  three  important 
events:  birth,  life,  and  death;  but 
he  is  unaware  of  being  born,  he  suffers 
when  he  dies,  and  he  forgets  to  live. 
Jean  de  la  Bruyere 


The  robb'd  that  smiles 

steals  something  from  the  thief. 

Shakespeare 


An  unaspiring  person  always  complains. 
There  is  no  end  to  his  complaints. 
He  bitterly  complains  even  when 
the  blessings  of  opportunity 
knock  at  his  very  door. 
Sri  Chinmoy 


Worry  is  rust  upon  the  blade. 
Henry  Ward  Beecher 


The  best  thing  we  have  is  sleep, 
of  course,  and  what  is  sleep  except 
the  putting  aside  of  everything 
tentative  for  another  interval  of 
final  and  everlasting  truth?  Sleep 
isn't  dying,  but  it  is  certainly 
keeping  in  touch  with  it. 
William  Saroyan 


Life  must  be  lived  forwards,  but 
can  only  be  understood  backwards. 
Soren  Kierkegaard 


We  should  not  be  discouraged 
if  our  prayers  go  unanswered;  if 
some  were,  we  most  certainly 
would  have  grave  reservations 
about  the  sanity  of  God. 
J.K.  Stuart 


There  is  no  greater  sorrow  than 
remembering  happy  times  in  the 
midst  of  misery. 
Dante 


Life  is  but  short;  no  time  can  be 
afforded  but  for  the  indulgence  of 
real  sorrow,  or  contests  upon 
questions  seriously  momentous.  Let  us 
not  throw  away  any  of  our  days 
upon  useless  resentment,  or  contend 
who  shall  hold  out  longest  in  stubborn 
malignity.  It  is  best  not  to  be 
angry;  and  best,  in  the  next  place, 
to  be  quickly  reconciled. 
Samuel  Johnson 


/  remember  seeing  an  ornamental 
brass  plaque,  hanging  on  a  wall,  that 
pictured  the  lolling,  carefree  members 
of  the  "Don't  Worry  Club  and  which 
was  inscribed:  "This  is  God's  world, 
boys,  not  ours."  Without  irreverence, 
I  would  recommend  that  to  those 
tempted  to  throw  in  the  sponge.  To 
those  who  have  youth  and  health  and 
character  and  faith  on  their  side, 
there  should  be  no  such  words  as 
discouragement  and  despair. 
B.C.  Forbes 


I  am  forced  to  try  to  make 
myself  laugh  that  I  may  not  cry: 
For  one  or  other  I  must  do. 
Samuel  Richardson 


One  of  the  principal  features  of 
my  entertainment  is  that  it  contains 
so  many  things  that  don't  have 
anything  to  do  with  it. 
Artemus  Ward 


The  pursuit  of  happiness  is  a  most 
ridiculous  phrase:  If  you  pursue 
happiness  you'll  never  find  it. 
C  P.  Snow 


A  pound  of  worry  won't  pay 
an  ounce  of  debt. 
John  Ray 


Fear  fades  when  facts  are  faced. 
Frank  Tyger 


As  soon  as  a  preoccupation  with 
security  begins  to  dominate  human 
life,  the  scope  of  human  life  itself 
tends  to  be  diminished. 
Gabriel  Marcel 


A  lot  of  problems  solve 
themselves  if  let  alone. 
William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $10.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  William  J.  Datsko,  Fairmont,  W.  Va. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


In  God  have  I  put  my  trust:  I  will  not 
be  afraid  what  man  can  do  unto  me. 
Psalms  56:11 
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What  affects  the  farmer 
also  affects  you. 


Too  often  it  happens:  a  farmer's  discovery  that  unseen  pests  have  devoured 
the  very  roots  of  his  plants.  Too  much  of  that,  and  someone,  somewhere,  will  be 
going  hungry. 

Providing  chemical  safeguards  for  plants  is  part  of  FMC's  business.  One 
product  alone,  Furadaifinsecticide-nematicide,  has  made  dramatic  worldwide 
improvements  in  production  of  such  major  crops  as  corn  and  rice. 

Some  parts  of  the  world,  however,  still  lose  as  much  as  40%  of  their  crops  to 
insects  and  pests.  FMC  agricultural  chemicals  can,  and  hopefully  some  day  will, 
help  to  end  a  great  deal  of  that  kind  of  misfortune. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  food  and  agricultural 
machinery,  environmental  equipment,  material  handling,  power  transmission, 
industrial  and  agricultural  chemicals.  Write  FMC  Corporation,  200  East  Randolph 
Drive,  Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 

•FMC 


The  search  for  oil 
led  to  a  new  concept  in  cranes. 


Creative  engineering  like  this 
makes  Bucyrus-Erie  a  leader. 

Bucyrus -Erie  marine  cranes.  A  new  kind  of  crane  designed  to  match  the 
special  needs  of  platform  rigs,  drill  ships,  and  semi-submersibles.  They're 
tough.  lightweight,  powerful.  And  there  are  more  of  them  at  work  on  North 
Sea  rigs  than  any  other  make. 

Using  unique  A-frame  and  boom  designs.  B  E  engineers  were  able  to  build 
exceptional  far-reach  lifting  capacity  into  these  cranes,  while  shrinking  the 
size  of  deck  housing  and  counterweight.  This  meant  hundreds  of  square 
feet  of  precious  deck  area  saved,  and  the  elimination  of  tons  of  installed 
weight.  Sea  conditions  often  demand  lifting  loads  quickly:  Bucyrus-Erie 
cranes  feature  all-hydraulic  power,  delivering  high  line  speed  and  line  pull 
under  smooth,  precise  control. 

Bucyrus-Erie  marine  cranes  are  now  ready  for  the  next  round  of  offshore 
duty,  wherever  the  search  for  energy  leads.  For  information,  write  on  your 
letterhead  to  Bucyrus-Erie  Company.  Department  MF.  South  Milwaukee, 
Wisconsin  53172. 


BUCYRUS-ERIE 'S 
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Anew  way  to 
bail  out  the  kids. 


When  your  kid  is  on  the  phone  at  2  A.M., 
you  know  you've  got  a  problem. 

There's  been  an  accident.  Or  the  car  broke 
down.  Or  an  airline  ticket  somehow  got  lost. 

If  there  were  only  a  way  to  get  your  kid 
some  cold  cash  in  a  hurry.  Now  there  is. 

All  you  need  is  Master  Charge 
and  a  telephone. 

With  a  Master  Charge®  card,  you  can  use 
Western  Union's  Charge  Card  Money  Order 
service  to  send  money  24  hours  a  day,  seven 
days  a  week.  Just  call  Western  Union  toll  free 
at  800-851-2300.  (In  Illinois,  800-642-2430). 

You  can  send  up  to  $300  and  charge  the 
amount  to  your  Master  Charge  account. 

Card  verification  and  transmission  of 
funds  normally  takes  place  within  two  hours 
of  your  call.  The  money  order  can  be  picked 
up  at  one  of  our  8,100  U.S.  offices  or  agencies 
(some  of  which  are  open  24  hours),  including 
certain  truck  stops. 

Of  course,  you  can  still  send  regular 
money  orders  to  U.S.  and  many  overseas 
destinations,  by  bringing  the  cash  to  a 
Western  Union  office  or  agency. 

Other  ways  to  move  money  to 
employees,  suppliers,  etc. 

Business  users  can  send  money  orders  of 
up  to  $5,000  with  one  toll-free  call.  When  you 
open  a  Commercial  Money  Order  account 
your  firm  has  a  line  of  instant  credit.  And,  it 
costs  nothing  to  open  and  maintain  an 


Emergency  Money 
Wallet  Card 

Call  toll-free 

800-851-2300 

(in  Illinois.  «00-ft42-24*i, 

Send  up  to  $300  anywhere  from  coast  to  coas- 
and  charge  it  to  your  Master  C'haote  card 
See  instructions  on  reverse. 


For  a  free  wallet  card  with  instructions  on  how  to  use 
Charge  Card  Money  Order  service,  mail  coupon  below. 

account.  Also  a  Telex  or  TWX®  subscriber 
can  send  money  directly  from  the  terminal. 

Last  year  alone,  more  than  a  billion 
dollars  moved  from  one  location  to  another 
via  Western  Union.  Some  went  for  rescues. 
Most  was  just  business-as-usual. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  our  Westar®  satellites  in  orbit  and 
our  new  money-moving  services,  Western 
Union  is  still  the  fastest  way  to  get  the  word 
around.  And  money,  too. 


Boyd  Humphrey,  Western  Union  Corporation 
One  Lake  Street,  Upper  Saddle  River,  N.J.  07458 

□  Send  me  a  free  Emergency  Money  Wallet  Card 
descri  bing  how  to  use  your  new  Charge  Card 
Money  Order  service. 

□  Send  me  more  in  format  ion  on  Western  Union's 
Commercial  Money  Order  service. 

Name  


FB-2 


Address . 


City  &  state- 


Zip. 


)  WESTERN  UNION  CORPORATION  IE 


western  union 
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Report  From  Seoul 


'If  you  want  to  understand  the  Japa- 
nese economy,  a  Japanese  business- 
man counseled  Forbes'  Lawrence 
Minard  recently  in  Tokyo,  "you'd 
better  see  South  Korea.  They  are  al- 
ready where  we  were  10  or  15  years 
ago,  and  they  are  catch- 
ing up  fast! "  A  few  days 
later  Minard  was  on  a 
plane  for  Seoul  for  a  look 
at  the  so-called  underde- 
veloped country  (and  for- 
mer Japanese  colony) 
that  is  worrying  the  Japa- 
nese— and  will  soon  be 
confounding  many  an 
American  manufacturer. 

Americans  who  re- 
member South  Korea  for 
the  bomb  craters  and 
rubble  of  1954,  or  the 
political  and  economic- 
chaos  that  brought  down  the  Syng- 
man  Rhee  government  in  1960, 
wouldn  t  recognize  the  country  to- 
day. From  the  superefficient  steel 
plants  at  Pohang  to  the  gleaming  new 
office  buildings  in  Seoul  (pop.:  over  7 
million  and  reportedly  growing  by 
some  .500,000  annually),  the  economy 
is  booming.  Fueled  by  exports,  South 
Korea  s  real  GNP  is  growing  at  over 
10%  annually,  about  twice  Japan's 
growth  rate.  Individual  companies 
like  Hyundai,  Samsung  Group  and 
Lucky  Group  have  grown  from  noth- 
ing in  the  1950s  to  multibillion-dollar 
operations  today.  South  Korea's  per- 
capita  income   is   now  $1,000  (vs. 


Lawrence  Minard 


about  $5,000  in  Japan,  and  less  than 
$.500  in  the  Philippines)  and  Presi- 
dent Ghung  Hee  Park  promises  the 
figure  will  rise  to  $1,500  by  1981. 

So  it  is  not  surprising  that  Korea 
has  what  may  well  be  the  world's 
hottest  stock  market,  one 
that  reminds  many  an  in- 
ternational investor  of  Ja- 
pan's market  in  the  early 
1960s  (see  p.  34). 

Minard,  who  was  mak- 
ing his  first  visit  to  Ko- 
rea, was  relieved  by  the 
comparatively  low  prices 
in  Seoul.  A  first-class  ho- 
tel room  ($30  for  a  single) 
or  a  taxi  ride  ($2  for  a 
short  hop)  goes  for  about 
half  the  cost  of  their  To- 
kyo counterparts.  A 
steak  is  easily  affordable 
in  Korea,  but  barely  so  in  Japan.  On 
the  other  hand,  the  Park  government 
seems  in  no  hurry  to  lift  Seoul  s  mid- 
night curfew,  or  to  loosen  its  repres- 
sive grip  in  other  ways.  The  Washing- 
ton Post's  former  northeast  Asia 
bureau  chief  John  Saar  was  recently 
denied  reentry.  The  government  has 
been  dragging  its  feet  for  months  on 
requests  by  the  highly  regarded  Asia 
Wall  Street  Journal  and  Far  Eastern 
Economic  Review  to  establish  South 
Korea  bureaus. 

Will  liberalization  follow  the  new 
economic  prosperity?  Minard  came 
away  hopeful  that  the  answer,  in 
time,  will  be  yes.  ■ 
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Nonobjective  Reporting 

As  reporters,  Forbes  peo- 
ple are  duty-bound  to  leave 
their  personal  preferences 
and  enthusiasms  at  home 
when  they  go  out  to  cover  a 
story.  Not  so,  with  the  fore- 
knowledge and  consent  of 
the  editors,  when  Associate 
Editor  Paul  Sturm  and  Re- 
porter   Cynthia  Saltzman 
journeyed  to  Gaithersburg, 
Md.  a  few  weeks  ago  and 
spent  two  days  covering  a 
show  of  advertising  and  mar- 
keting memorabilia.  Sturm, 
who  has  been  covering  business  and 
finance  for  Forbes  since  1973,  has 
been  patiently  building  a  still  small 
but  choice  collection  of  advertising 
artifacts — from  old  laxative  bottles  to 
1920s  Cream  of  Wheat  posters — for 
years.  Saltzman,  who  joined  Forbes 


Cynthia  Saltzman  and  Paul  Sturm 

last  fall  after  completing  her  M.B.A. 
studies  at  Stanford,  was  a  fine  arts 
major  at  Radcliffe.  In  addition  to  their 
story,  which  begins  on  page  105, 
Sturm  came  home  with  an  old  Flit  gun 
(a  bargain,  he  thinks,  at  $3).  Saltzman 
came  home  in  a  reflective  mood.  ■ 
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NOTHING  BREAKS  DOWN. 
SO,  NOTHING  LIGHTS  UP. 


The  new  Savin  760  Large  Document  Copier 


There  is  a  problem.  Most  copiers  come 
uipped  with  a  special  feature  called  a  "key 
erator  button."  The  button  is  there  to  warn  you 
at  something  is  wrong  with  the  copier.  When  it 
[hts  up,  you're  supposed  to  stop  everything  and 
11  your  key  operator.  Now,  most  businesses 
n't  really  have  a  key  operator,  so  they  call  the 
pairman.  And  he  comes  when  he  comes.  And 
ere  you  are  with  a  jammed-up  copier,  a  lot  of 
ople  waiting  for  it  to  unjam,  and  a  lot  of 
guish. 

There  is  a  solution.  There  is  a  copier,  how- 
er,  that  doesn't  have  a  key  operator  button  to 
;irn  you  that  something  is  wrong.  Because  in 
i  s  particular  copier  it  is  practically  impossible 
[  anything  to  jam  up  So,  no  key  operator 


button,  no  reel  light,  no  lost  time,  no  anguish. 

It's  a  Savin.  We  designed  it  to  be  the  most 
reliable  copier  in  the  world,  by  shortening  the 
distance  paper  has  to  travel  before  it  becomes  a 
copy.  By  developing  a  unique  liquid  toner  system 
to  replace  the  usual  powder,  and  by  creating  an 
electronic  brain  to  make  razor-sharp  copies  even 
from  bad  originals. 

And  the  new  760  Large  Document 
Copier  can  copy  flat  or  3-dimensional  originals 
up  to  11"  x  17".  Copy  size  can  be  changed  to 
8V2"  x  11"  instantly.  The  unit  is  compact  enough  to 
be  moved  to  where  the  work  is,  and  you  can  plug 
it  in  to  any  ordinary  wall  socket.  What  it  doesn't 
have  is  a  key  operator  button.  With  Savin,  who 
needs  it? 


Me've  seen  the  future.  And  it  works. 


'Ib  see  a  real  Savin,  call  toll  free  800-453-2400 

(in  Utah  1  +  800-662-2500)  any  time,  any  day— or  send  in  this 

coupon. 

Savin  Business  Machines  Corporation 

Valhalla,  N.Y.  10595  for  843 

Please  provide  additional  information  on: 

□  The  new  760  Large  Document  Copier 

□  Other  Savin  copiers 

Name/  Title  

Firm  


Telephone. 
Address  _ 
City  


„State_ 


_Zip. 


%  aa.. n,  Savin  log^tjpe,  Savin  "60.  are  registered 
irao>mark*  of  SV.  if.  BusincM  Machines  Corporal  ion. 


Vfe  re  the  only 
U.S.  airline  that  cannonestly 
promise  you  the  world. 


yj>- 


J 


It's  true  for  the  simplest  of  reasons: 
we're  the  only  airline  that  flies  to  all  parts  of 
the  world  from  America. 

84  cities  in  58  countries  on  6  continents. 
J  Our  flights,  even  to  the  most  far-flung  places,  are 

scheduled  frequently  enough  so  that  every  three  minutes, 
somewhere  in  the  world,  a  Pan  Am  plane  is  either  taking  off 
or  landing.  And  more  often  than  not,  that  Pan  Am  plane,  whether  you're 
a  passenger  or  you're  shipping  cargo,  is  a  big,  roomy  747. The  plane, 
we're  told,  that's  the  most  preferred  by  international  travelers. 

The  next  time  you're  traveling  abroad,  ask  your  travel  agent  ot 
your  corporate  travel  manager  to  put  you  on  Pan  Am.  It'll  make 
things  a  lot  easier. 
Promise. 


Americas  airline  to  the  world. 


Trends 


Edited  by  JOHN  A.  CONWAY 


Tokyo  Tightens  Up 

Tokyo  has  good  news  and  bad  news  for 
its  raw-materials  suppliers.  With  de- 
mand slow  at  home,  inventories  are  pil- 
ing up  and  the  Japanese  are  reported 
telling  countries  like  Canada,  Australia 
and  Poland  that  only  90  million  tons  of 
their  iron  ore  will  be  wanted  this  year, 
down  25  million  tons  from  1977.  Austra- 
lia, Malaysia  and  the  Philippines  will  also 
be  hit  with  a  barrage  of  cuts  in  sugar, 
copper,  rubber  and  tin,  along  with  coal 
and  iron  ore.  (One  major  Japanese  steel- 
maker, Sumitomo,  is  expected  to  stop 
importing  coking  coal  and  iron  ore  this 
month.)  The  only  good  word  concerns 
imports  of  lumber  and  wood  products, 
which  will  be  increased  to  feed  Japan's 
booming  housing  industry.  A  backlash 
against  Japan  seems  inevitable.  Australia 
almost  certainly  will  crack  back  by  cut- 
ting its  own  imports  of  Japanese  prod- 
ucts. New  Zealand  is  threatening  to  curb 
Japanese  fishing  trawlers  operating  in  its 
waters  unless  Tokyo  steps  up  its  buying 
of  Down  Under  agricultural  products. 
Meanwhile,  on  another  front,  Japan's 
ever-resourceful    international  trading 

i  companies  have  figured  out  one  way  to 
fill  U.S.  orders  for  steel  without  setting 
off  the  "trigger"  system  Washington  has 
devised  to  keep  out  low-priced  Japanese 
metal.  The  trading  companies  are  buying 
European  steel  and  shipping  it  to  U.S. 

i  buyers. 

Big  Brother  Calling 

Some  of  Western  Europe  s  manufac- 
turers of  telephone  equipment — a  group 
that  includes  some  U.S.  subsidiaries — 
:  may  soon  face  a  new  problem.  National 
post  office  officials  in  London  and  Ma- 
drid, where  the  governments  run  the 
phone  business,  are  weighing  the  idea  of 
"acquiring"  their  own  manufacturing 
companies.  Should  Britain  and  Spain 
adopt  that  plan  (for  which  AT&T's  own- 
ership of  Western  Electric  is  the  model), 
some  private  companies  could  be  headed 
for  government  ownership. 

Have  Wings,  Will  Travel 

With  more  and  more  of  the  veterans 
hired  after  World  War  II  and  Korea  leav- 
ing the  commercial  flight  deck  for  retire- 
ment, airlines  are  out  recruiting  pilots 
again,  to  the  Pentagon's  dismay.  Within 
three  years,  the  flying  admirals  and  gen- 
erals say,  the  Navy  and  Air  Force  will  be 
running  short  of  pilots  and  both  services 
expect  to  be  forced  to  double  their  flight 
training  programs  and  expenses — 
$150,000  to  $300,000  for  each  set  of 
wings.  The  Pentagon  retention  rates  for 
pilots  tell  the  story.  During  fiscal  1970, 


at  the  height  of  the  airlines'  last  hiring 
spree,  the  Navy  lost  75%  of  its  seasoned 
fliers  (those  who  had  completed  their 
first  six- year  tours).  During  the  year  that 
ended  last  June,  only  38%  of  the  Navy's 


Scramble!  Airlines  are  hiring  pilots 
again  and  fliers  are  heeding  the  call. 


pilots  turned  in  their  flight  suits.  Now 
the  rate  has  been  climbing  again  and  is 
expected  to  reach  the  75%  loss  level 
again  within  three  years.  The  Navy  is 
also  losing  an  alarming  number  of  its 
petty  officers,  the  fleet's  indispensable 
technicians  and  straw  bosses.  Almost  half 
the  sailors  with  two  hitches,  the  person- 
nel the  admirals  want  most,  are  retiring, 
partly  because  of  fear  that  the  Carter 
Administration  plans  to  cut  pensions, 
partly  because  economic  recovery  is 
opening  up  jobs  for  experienced  skilled 
help,  partly  because  their  shrinking 
numbers  mean  increasing  work  loads. 

Flag  Race  In  California 

"Silicon  Gulch,"  the  stretch  of  Califor- 
nia south  of  San  Francisco  that  is  home 
to  so  many  semiconductor  companies, 
large  and  small,  will  soon  be  flying  as 
many  flags  as  the  United  Nations.  The 
big  international  electronics  firms,  load- 
ed with  bargain-basement  dollars,  are 
buying  into  the  locals  right  and  left.  Lu- 
cas Industries,  the  $1.7-billion  British 
multinational,  now  has  25%  of  Santa 
Claras  Siliconix.  Siemens,  already  on 
hand  with  a  piece  of  Advanced  Micro 
Devices  and  Litronics,  is  also  reported 
interested  in  a  share  of  Siliconix.  Robert 
Bosch  G.m.b.H.,  the  West  German 
maker  of  automotive  electrical  gear,  has 
25%  of  American  Microsystems  in  Santa 
Clara,  and  Philips,  the  huge  Dutch  mul- 
tinational, has  bought  out  Signetics  en- 


tirely. From  another  direction,  Northern 
Telecom  of  Canada  has  acquired  22%  of 
Intersil.  The  foreigners  are  moving  in  to 
speed  their  catch-up  strategy  by  buying 
technology  they  now  lack.  (The  sagging 
dollar  is  only  an  extra  added  attraction.) 
The  U.S.  manufacturers,  besides  the 
added  capital,  also  get  the  built-in  ready 
demand  the  big  internationals  have  for 
American  products. 

Payoff  On  The  Farm 

Russia's  bad  luck  with  grain  harvests 
on  the  collective  farms  has  given  a  break 
to  the  limited  private  farming  industry 
Moscow  still  tolerates.  The  bad  harvest 
in  1975,  U.S.  analysts  say,  resulted  in  a 
shortage  of  cattle  feed,  and  the  collec- 
tives were  forced  to  slaughter  much  of 
their  herds.  This  produced  severe  drops 
in  meat  and  dairy  supplies  and  finally 
prompted  the  Soviet  apparatchiks  to  en- 
courage private  farming.  For  the  first 
time  since  1965,  Russian  farmers  work- 
ing on  their  own  have  increased  their 
share  of  the  U.S.S.R.'s  livestock.  Intelli- 
gence reports  show  the  value  of  privately 
owned  stock  up  5%  in  1977,  private 
farmers  owning  30%  of  Russia's  herds 
and  the  trend  still  upward. 

France's  Flying  Salesmen 

France  s  big  warplane  builder,  Das- 
sault, is  adding  an  extra  ingredient  to  its 
sales  recipe  in  Latin  America.  With  the 
Paris  government's  blessing,  the  manu- 
facturer of  the  Mirage  is  hinting  that  if 
the  market  warrants,  it  would  be  willing 
to  build  a  plant  in  one  of  the  below-the- 
border  countries.  That  could  be  a  sales 
clincher  for  governments  eager  for  air- 
planes and  searching  for  ways  to  create 
jobs  for  hard-pressed  labor  forces.  The 
market  is  receptive  in  Latin  America, 
and  with  the  White  House  imposing  new 
ceilings  on  U.S.  military  sales  abroad, 
foreign  sellers  are  welcome.  Mexico,  for 
instance,  has  said  repeatedly  that  it 
wants  to  spend  $150  million  for  26  F-5Es 
(the  same  fighter  plane  the  U.S.  wants  to 
supply  to  Egypt).  While  Washington 
stalls  on  the  issue  of  arms  sales,  the 
impatient  Mexicans  have  looked  over  not 
only  Dassault's  Mirage  models  but  Isra- 
el's Kfir  jet  fighter  and,  it's  reported, 
Russia's  line  of  flying  hardware. 

The  Oil  Outside  OPEC 

U.S.  analysts  predict  that  oil  demand 
in  the  noncommunist  world  will  reach 
52.5  million  barrels  a  day  by  the  end  of 
1978,  up  4.5%  over  last  year.  Significant- 
ly, they  also  expect  almost  all  of  this 
added  need  to  be  met  by  non-OPEC 
sources  like  the  North  Sea,  Mexico  and 
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Alaska's  North  Slope.  These  and  other 
fields  Hillside  OPEC  s  domain  will  pump 
19.4  million  barrels  dailv,  compared 
with  17.7  million  in  1977.  While  OPEC 
will,  of  course,  still  supply  most  of  the 
world's  oil,  mideastern  and  other  cartel 
members  need  only  raise  their  produc- 
tion by  a  half  million  barrels  a  day  to 
bring  total  supply  and  demand  into  bal- 
ance. The  analysts  cite  three  reasons  for 
the  rising  demand:  economic  pickup, 
OPEC  s  price  freeze  and  the  buildup  of 
strategic  oil  reserves. 

Sea  Power 

Norway,  already  awash  in  North  Sea 
oil,  is  working  on  plans  to  extract  even 
more  energy  from  the  ocean.  Study  of 
underwater  earthquakes  has  shown  Nor- 
wegian scientists  that  tidal  waves  one  to 
two  feet  in  height  in  the  open  sea  swell 
to  50-foot  heights  when  they  hit  a  shelv- 
ing shore.  So  even  normal  seas,  they 
figure,  could  drive  water  to  reservoirs 
well  above  sea  level.  From  there,  it 
could  be  channeled  back  through  water- 
wheel  generators  to  produce  electricity. 
The  trick  would  be  to  create  artificial, 
fan-shaped  offshore  shelves.  The  initial 
cost  is  estimated  to  run  no  more  (and, 


Even  with  oil,  Norway  looks  seaward. 


the  hope  is,  less)  than  those  of  oil-based 
power  plants.  One  potential  problem: 
How  much  hazard  will  the  artificial 
coastal  shelves  mean  for  shipping? 

The  Returns  On  Risks 

Does  risk  capital  do  more  than  fatten 
the  bank  accounts  of  steely  nerved  inves- 
tors? The  American  Electronics  Associ- 


ation, using  data  gathered  from  325  of  its 
900  member  firms,  has  marshaled  an 
array  of  arguments  that  risk  capital,  life 
blood  of  that  industry,  does  indeed  pay  off 
more  than  the  risk-takers.  (The  AEA, 
naturally,  has  an  ax  to  grind;  it  is  arguing 
against  any  federal  tax  changes  that  might 
hurt  capita!  gains.)  For  one  thing,  AEA 
President  Edwin  Zschau  stated,  the  data 
from  the  325  companies  in  the  survey 
(which  had  $45  billion  in  1976  revenues) 
showed  that  the  youngest  companies  gen- 
erated new  jobs  at  a  far  higher  rate  than 
more  mature  ones.  Startup  firms  (those 
averaging  four  years  old),  for  example, 
had  employment  growth  rates  in  1976 
that  were  115  times  larger  than  those  of 
"mature"  ones  (more  than  20  years  old). 
Moreover,  Zschau  added,  these  fledg- 
lings in  1976  were  producing  benefits  that 
went  far  beyond  their  backers  bankrolls. 
"For  each  $100  of  equity  capital  that  had 
been  invested  in  these  companies," 
Zschau  said,  "they  generated  export  sales 
of  $70,  spent  $33  on  research  and  devel- 
opment, paid  $15  in  federal  corporate 
income  taxes,  paid  $5  in  state  and  local 
taxes  and  generated  $15  of  personal  fed- 
eral income  taxes  through  the  jobs  cre- 
ated by  that  investment."  ■ 


Rexnord... 

our  machinery 
and  components 
are  keys  to 
operating 
reliability  to  a 
mine  operator... 


Today  mining  is  tougher  than  ever. 
Mines  are  deeper,  more  remote.  The 
ores  are  often  low  grade. 

Miners  must  have  reliable  equip- 
ment They  find  it  in  Rexnord  equip- 
ment. In  crushers;  grinding  mills; 
hoists;  conveyors;  components  for 


mining  machinery.  All  engineere 
productive,  trouble-free  perform; 
And  available  worldwide. 

Rexnord  products  are  used  in  i 
industries— from  chemicals  and 
processing  to  farm  machinery  anc 
lution  control. 


Follow-through 


Poor  Old  King  Coal 

When  President  Carter  crowned  coal 
the  king  of  his  energy  program,  Forbes 
(June  1,  1977)  saw  good  times  ahead  not 
only  for  coal  producers  but  for  compa- 
nies that  served  them,  such  as  mining 
equipment  manufacturers  and  coal-haul- 
ing railroads.  It  hasn't  worked  out  that 
way.  The  coal  strike,  of  course,  has  shut 
down  half  of  U.S.  coal  production,  but 
the  26  stocks  Forbes  singled  out  as  in 
line  to  share  the  coming  bonanza  had 
started  to  slide  long  before  the  United 
Mine  Workers  set  up  their  picket  lines. 
Almost  all  of  them  are  selling  at  or  near 
their  lows  for  the  last  12  months. 

What  happened? 

Mining  equipment  stocks,  says  Op- 
penheimer  &  Co.  analyst  Gerald  Roth- 
stein,  hit  their  peak  just  about  the  time 
Jimmy  Carter  started  talking  about  a  bil- 
lion tons  a  year  in  coal  consumption  (and 
Forbes  saw  prosperity  around  the  cor- 
ner for  the  industry).  But  then.  Roth- 
stein  adds,  "Congress  didn't  do  anything 
and  the  psychological  plus  began  to  dis- 
integrate. One  company.  Mine  Safety 
Appliances,  did  buck  this  downtrend, 
but  it  is  a  special  case  (see  p.  120).  Presi- 


dent E.W.  Merry  points  out  that  big 
fourth-quarter  earnings  sent  his  stock 
up.  Coal,  moreover,  accounts  for  only 
15%  of  Merry's  business,  so  the  strike 
(which  wiped  out  his  coal  orders)  won't 
make  all  that  much  difference. 

The  railroads,  too,  have  slowed  to  a 
crawl  on  the  stock  market,  but  the  coal 
miners  were  not  the  reason.  "The  entire 
rail  constellation,  says  Goldman,  Sachs 
analyst  Mike  Armellino,  "is  at  its  low." 
Even  lines  like  Union  Pacific,  whose  car- 
goes of  western  coal  are  unaffected  by 
the  strike  (the  UMW  writ  doesn't  run  in 
the  mines  UP  serves),  are  down. 

So,  that's  that.  Forbes  failed  to  give 
enough  weight  to  the  fact  that  railroads, 
with  or  without  coal,  were  heading  into  a 
year  of  economic  caution  signals.  We 
also  didn't  foresee  that  the  Democratic 
Congress  would  stall,  wrangle  and  roll 
over  the  Democratic  Presidents  pro- 
posed energy  program.  And  we  didn't 
see  that  coal  operators  were  bracing  to 
take  a  loniz;  strike  and  that  the  hawks 
among  the  miners  hated  their  union's 
president  as  much  as  they  did  the  coal 
companies.  In  short,  when  business  and 
politics  get  mixed  up,  all  bets  are  off. 


Clearer  Skies  For  CPAs? 

"Whom  do  the  accountants  work  for?" 
Forbes  asked  last  spring  ( Mar.  15, 1977). 
"Their  clients?  Investors?  Or  for  Ralph 
Nader  and  the  federal  government?" 

Congress,  the  Securities  &  Exchange 
Commission  and  other  watchdogs,  some 
self-appointed,  others  designated  by 
law,  were  then  all  demanding  that  CPAs, 
besides  auditing  books,  should  also  sniff 
out  ciime  and  fraud,  whip  clients  into 
line  when  the)  strayed  from  the  sacred 
generally  accepted  accounting  princi- 
ples, ensure  that  antitrust  and  environ- 
mental rules  were  observed  and  provide 
data  for  government  policymakers. 

During  the  past  year,  the  climate  has 
eased.  Not  all  the  storm  signals  have 
been  struck,  but  main  have  and  there  is 
even  some  blue  sky  in  sight.  The  accoun- 
tants have  moved  to  implement  new 
forms  of  self-regulation  and  at  least  some 
of  their  critics  have  agreed  to  give  them 
time  to  let  them  work.  The  outcry  for  a 
whole  new  system  of  accounting  or  for 
government-imposed  rules  and  stan- 
dards, while  not  entirely  muted,  at  least 
is  generating  fewer  decibels. 

The  centerpiece  of  the  CPAs'  pro- 


and  the  miner's  productivity. 


Nordberg  mine  hoists  assure  maximum 
safety,  reliability  and  efficiency. 

Nordberg  primary  crushers  provide  efficient 
reduction  of  ores  with  maximum  reliability. 


Gundlach  crushers  and  breakers  help  cut 
cost  of  coal  processing  world-wide. 


or  more  information,  read  our  cor- 
ate  brochure  and  the  Rexnord 
ual  report.  For  copies,  write  W.  C. 
>singer,  Chairman,  Rexnord  Inc., 
Box  2022,  Milwaukee,  Wisconsin 
01. 
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posed  new  self-government  is  a  super- 
board  of  overseers  which  includes  bank- 
er-lawyer John  McCloy  and  two  former 
SEC  chairmen.  The  American  Institute 
of  CPAs  has  also  created  a  new  divi- 
sion, which  has  firms  rather  than  individ- 
uals as  members.  This,  theoretically, 
strengthens  its  disciplinary  machinery. 
The  CPAs'  self-policing  plan  (with  which 
they  are  stiil  tinkering)  has  won  the  ap- 
proval of  the  SEC.  Commission  Chair- 
man Harold  Williams,  in  fact,  has  de- 
fended it  before  Congress,  saying  "that  it 
would  be  premature  to  override  the  pro- 
fession's efforts  at  this  time.  " 

After  three  years  of  study,  the 
AICPA's  own  Commission  on  Auditors' 
Responsibilities  has  also  weighed  in. 
CPAs  picked  up  a  big  plus  there  too, 
when,  as  Vice  Chairman  Lee  Seidler,  an 
accounting  professor  and  consultant,  put 
it,  the  commission  concluded  that  "the 
existing  structure  would  do." 

The  accountants  could  also  find  com- 
fort in  the  fact  that  Seidler's  group,  while 
it  laid  out  a  catalog  of  new  rules  for  the 
CPA,  also  had  a  word  for  his  clients  (see 
p.  38).  Last  year's  furor  often  obscured 
the  fact  that  a  corporation's  financial 
statements  were  not  the  auditor's  but 


management's.  So  the  commission  wants 
management,  among  other  things,  to  ac- 
knowledge that  responsibility. 

The    congressional    heat    has  also 


California's  Rep.  Moss:  A  last  hurrah? 


abated.  The  Senate  subcommittee  on  ac- 
counting led  by  the  late  Senator  Lee 
Metcalf  has  been  disbanded  and  its  job 
folded  into  another  group.  The  momen- 
tum for  rewriting  the  accountants'  rule 
book  has  been  slowed,  though  it  hasn't 
disappeared.  Last  fall,  before  Metcalf s 
death,  all  five  members  of  his  subcom- 
mittee laid  down  a  set  of  reforms  they 
wanted  the  accountants  to  implement 
and  promised  new  hearings  this  July  to 
check  up  on  progress. 

On  the  House  side  of  the  Capitol, 
California  s  Representative  John  Moss, 
who  led  the  charge  for  new  accounting 
legislation  there,  is  retiring  and  no  one 
knows  if  anyone  will  take  up  his  crusade. 
Moss  is  leaving,  however,  in  a  volley  of 
parting  shots.  At  hearings  a  few  weeks 
ago,  he  promised  to  introduce  new  legis- 
lation before  he  packed  his  bags.  His 
ideas  are  still  in  the  talking  stage  but 
Moss  has  clearly  indicated  that  his  bill, 
for  one  thing,  would  seek  to  give  smaller 
CPA  firms  more  voice  in  the  new  AICPA 
setup  and  to  end  what  the  California 
Democrat  calls  the  "undemocratic" 
domination  by  the  so-called  Big  Eight. 

AICPA  President  Wallace  Olson  is  op- 
timistic— but  cautious.  "The  accounting 


More  ways  Rexnord  helps  the  minir 


Rex  pan  conveyors  economically  handle  hot  ™™V  minin9  applications  such  as 
materials  such  as  sintered  ore  up  to  2000°  F.  mine  drainage. 


profession's  posture,"  he  says,  "is 
1,000%  better"  now  than  it  was  a  year 
ago.  Moreover,  he  adds,  "I  don't  know 
much  else  we  can  do."  That  depends. 
Congressmen  as  a  rule  are  not  prone  to 
picking  up  the  crusades  of  departed  col- 
leagues— but  there  is  always  the  chance 
that  they  will. 

IBM  Over  There 

Two  years  ago,  after  IBM  had  hooked 
into  Europe's  telephone  business  with 
its  computer-based  3750  PBX  switch- 
boards, Forbes  (Apr.  1,  1976)  reported 
that  in  Britain  the  new  machine  then 
accounted  for  perhaps  a  third  (measured 
in  dollars,  not  units)  of  all  new  PBX 
orders.  IBM's  arrival  had  shaken  long- 
established  firms  like  Sweden's  L.  M. 
Ericsson,  Germany's  Siemens,  Britain's 
Plessey  and  ITT's  European  subsidiar- 
ies. It  had  broken  or  at  least  threatened 
the  neat  relationships  the  others  had 
long  enjoyed  with  the  post  offices  that 
run  Europe's  phone  systems  and  dictate 
who  makes,  sells  and  charges  what. 

The  competition  sneered  back  that  the 
3750  was  not  cost-effective.  (Bunning 
$270,000  to  $1.7  million  per  installation, 
it  cost  33%  to  50%  more  than  compara- 


ble electromechanical  PBX  systems.) 
Nonetheless,  IBM's  rivals  immediately 
set  to  work  to  find  competitive  products. 

How  has  IBM  fared  since?  Sales  of  the 
3750  in  the  U.K.,  the  company's  best 
market,  are  obviously  still  going  strong. 
IBM  does  not  elaborate  on  touchy  topics 
like  share-of- market,  but  Wall  Street  an- 
alysts who  track  the  company  agree  that, 
while  it  has  slipped  back  from  the  peak 
40%  share  it  once  reached  in  Britain,  it 
still  probably  holds  a  solid  30%. 

The  competition,  however,  is  getting 
tougher.  Plessey,  the  big  British  manu- 
facturer, has  just  started  to  sell  a  new 
PDX  (the  "D"  is  for  digital)  that  it  calls 
"the  first  fully  digital  private  telephone 
exchange"  sold  in  Britain.  Selling  for 
about  $780  to  $1,200  per  line  served,  the 
Plessey  system,  its  maker  says,  is  compa- 
rably priced  and  more  advanced  than  the 
3750.  Plessey  is  putting  money  behind 
its  sales  talk.  It  licenses  the  PDX'  basic 
technology  from  California's  Bolm 
Corp. ,  has  so  far  spent  close  to  $6  million 
to  develop  it  and  plans  to  lay  out  $19.5 
million  before  it  is  finished. 

But  IBM  hasn't  been  idle  either.  It  is 
"enhancing"  the  3750  to  allow  it  to  use 
some  of  the  company's  word-processing 


systems  (IBM's  term  for  typewriters  and 
the  like).  The  machine  already  remem- 
bers numbers,  keeps  call  records  and 
serves  as  a  time  clock  or  a  security  moni- 
tor. The  past  twelve  months,  IBM  says, 
have  added  up  to  a  "very  good  year"  in 
five  countries — the  U.K.,  France,  Ger- 
many, Italy  and  Belgium.  It  also  points 
to  the  encouraging  sign  that  many  of  its 
sales  are  from  customers  who  already 
have  the  3750. 

IBM  isn't  having  things  its  own  way,  of 
course.  Sales  in  Germany  can't  have 
come  easily  and  will  probably  get  tough- 
er. There,  besides  business  competition, 
IBM  is  up  against  the  Bonn  government. 
Germany's  post  office,  the  Bundespost, 
has  refused  to  approve  the  3750  for  its 
exchanges,  claiming  it  is  too  expensive 
and  too  fancy.  IBM  is  selling  there  any- 
way to  private  businesses,  for  the  stakes 
are  quite  high:  Germany  as  a  PBX  mar- 
ket is  as  big  as  France  and  the  U.K. 
combined.  The  Bundespost  now  has  or- 
dered a  test  of  computer-driven  PBXs 
and  a  group  of  local  firms,  led  by  Sie- 
mens and  an  ITT  German  subsidiary,  are 
working  on  it. 

Significantly,  IBM  has  not  been  invit- 
ed. The  Germans  play  rough.  ■ 


dustry  increase  productivity. 


Rexnord  produces  a  broad  line  of  compo- 
nents and  machines  for  both  underground 
and  open  pit  operations. 

Rexnord  equipment  is  engineered  and 
built  to  operate  with  great  reliability.  At  the 
same  time,  it  is  designed  to  produce  maxi- 
mum productivity  and  return  on  investment. 

Rexnord  products  serve  a  wide  range  of 
industry,  including  forest  products,  construc- 
tion, quarrying  and  more. 

For  more  information,  read  our  corporate 
brochure  and  our  annual  report.  Write 
W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
PO.  Box  2022,  Milwaukee,  Wl  53201. 

Symons  crushers  produce  more  tons  per 
hour  at  lowest  operating  cost. 


:hains  deliver  reliable  performance  on 
types  of  mining  machinery. 
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In  less  than  a  decade,  here's 
what  things  will  be  like. 

Orbiting  the  earth  will  be  at 
least  30  communications  satellites. 
Half  a  dozen  lunar  probes.  And 
more  than  likely,  more  space  shut- 
tles and  even  "colonies"  of  space- 
craft than  you  may  care  to  count. 

Since  Singer  has  been 
involved  in  virtually  every  space 
vehicle  the  United  States  has  sent 
up,  our  role  will  become  even  more 
critical  as  the  crowding  increases. 

Because  we  supply  guidance 
systems  for  spacecraft. 

And  we  help  train  the  crews 
and  ground  controllers.  At  this 
moment,  the  crew  for  America's 
first  manned  space  shuttle — the 
Enterprise — is  training  in  a  simula- 
tor made  by  our  Link  Division. 

When  actual  launching  takes 
place  in  1979,  they  will  use  our 
Kearfott  Division's  navigation  refer- 
ence system  in  the  shuttle  orbiter. 

It  will  get  them  safely  through 
the  "traffic"  and  into  proper  orbit. 
(In  space  jargon  it's  called  "thread- 
ing the  needle.")  Later,  the  Singer 
system  will  guide  them  through 
re-entry  and  landing. 

Who  would  have  dreamed 
back  in  1850  when  Isaac  Singer 
introduced  the  first  practical  sewing 
machine,  that  it  would  lead  us 
to  the  first  practical  manned  flight 
in  outer  space? 

And  yet,  our  reason  for  being 
has  always  been  to  provide  precision 
equipment  that  keeps  things  run- 
ning smoothly — whether  you're 
threading  the  needle  in  outer  space, 
or  in  your  own  home. 

For  more  about  Singer,  write  for 
a  free  copy  of  our  new  magazine  to: 
The  Singer  Company,  Dept.  FBI, 
30  Rockefeller  Plaza,  New  York, 

N  Y  .0020  SINGER 


(  \ 

discover 
reed  show 
stenhouse 

In  man's  never  ending  search  for  a 
better  insurance  broker,  suddenly 
there's  Reed  Shaw  Stenhouse. 

You  may  not  have  heard  of  us  be- 
cause we've  only  been  in  the  US  for 
4  years.  But,  we're  not  new  . . .  we're 
actually  over  100  years  old  and 
among  the  world's  5  largest  brokers. 
It's  just  that,  until  recently,  we  were 
busy  being  the  world's  best  broker  to 
the  clients  of  our  offices  in  106  cities 
outside  the  US. 

Now  we're  here  because  the  Reed 
Shaw  'difference'  is  what  you've 
been  looking  for. 

The  difference'  is  really  very  simple 
and  very  important.  You  see,  while 
we're  big,  we're  also  very  small  and 
personal.  That's  the  key  to  a  truly  suc- 
cessful risk  management  program 
because  it  means  that  your  Reed 
Shaw  office  is  the  center  of  the  entire 
Reed  Shaw  organization.  When 
Reed  Shaw  takes  responsibility  for 
an  account,  your  account  exec  has 
the  ability,  the  authority  and  the  duty 
to  mobilize  whatever  part  of  Reed 
Shaw's  vast  reserve  of  expertise  is 
needed  to  get  you  the  best  results 
available,  no  matter  where  or  when 
the  need  arises. 

So,  as  long  as  we  maintain  'the  dif- 
ference', your  search  for  a  better  in- 
surance broker  can  be  ended  by 
one  call  to  the  nearest  Reed  Shaw 
Stenhouse  office. 

REED  SHAW  STENHOUSE 

INTERNATIONAL  INSURANCE  BROKERS 

With  offices  in  Boca  Raton.  Boston.  Chicago.  Denver 
Ft.  Lauderdale.  Honolulu.  Houston.  Kansas  City.  Los 
Angeles.  New  York.  Orlando  Pittsburgh.  Portland  St 
Louis,  San  Francisco,  Seattle.  Washington.  DC  and 
one  hundred  s.x  other  cities  around  the  world 


Readers  Say 


Gold,  Again 

SIR:  The  price  of  gold  is  now  over  $190 
an  ounce.  If  my  memory  serves  me  cor- 
rectly, your  last  comment  was  just  as  the 
price  of  gold  declined  near  $110,  at 
which  time  you  said,  "I  hate  to  say  I  told 
you  so,  but  I  told  you  so."  I  recall  an- 
other earlier  negative  forecast  at  around 
$75  an  ounce.  What  say  you  now? 

— William  L.  Tedford  Jr. 
Little  Rock,  Ark. 

I  d  say  note  what  I  said  then  (see  Fact 
and  Comment,  p.  25) — MSF. 

What  If  .  .  . 

Sir:  Re  "A  Hard  Choice:  More  Reces- 
sion— Or  More  Expensive  Oil?"  (Mar. 
20).  Assume  private  industry  or  govern- 
ment develops  the  technology  and  builds 
the  plants  to  produce  oil  from  coal  at  a 
cost  of,  say,  $8  per  barrel.  The  Arabs 
would  still  be  able  to  make  a  handsome 
profit  at  $6  or  $5  per  barrel — and  our 
operators  would  be  sitting  with  egg  on 
their  face  and  a  big  investment  and  no 
market.  Isn't  it  possible  that  this  fact  is 
the  real  reason  for  a  stagnant  energy 
policy? 

— John  F.  Dinges 
Homewood,  III. 

SiR:  Under  my  picture  you  quoted  me 
as  saying,  "Prices  ought  to  go  up."  My 
point  was  that  given  the  rate  of  inflation 
(and  the  world  economic  picture)  the 
price  of  oil  would  rise  10%  or  more  a 
year.  In  your  interview  with  me,  you 
asked  how  high  the  prices  would  rise, 
and  I  replied  that  they  would  rise  by  at 
least  the  rate  of  inflation,  plus  a  couple  of 
points.  You  asked  me,  "Would  the  U.S. 
try  to  fight  a  price  increase?"  I  answered, 
"We  would  try  to  restrain  price  increases 
as  long  as  possible. 

— Harry  E.  Bergold  Jr. 
Assistant  Secretary, 
International  Affairs, 
Department  of  Energy 
Washington,  D.C. 

How  We  Feel 

SiR:  Re  the  Feb.  6  cover  (  "Carter  vs. 
The  Bureaucrats").  I  think  this  is  about 
the  best  depiction  of  how  all  of  us  feel 
from  time  to  time  when  we  start  digging 
in  and  trying  to  accomplish  something 
that  we  feel  is  very  worthwhile. 

— Jody  Powell 
The  White  House 
Washington,  D  C. 

Likes  Slurry  Pipelines 

Sir:  Re  "What's  Yours  Is  Mine,"  on 
coal  slurry  pipelines  (Mar.  6).  When  will 


we  ever  learn?  First  we  let  the  railroads 
ruin  a  prosperous  stagecoach  industry. 
Then  we  let  the  airlines  ruin  the  railroad 
passenger  service  business.  Now  we  are 
contemplating  using  pipelines  to  trans- 
port coal  only  because  it  would  cost  less, 
improve  the  environment,  be  less  sub- 
ject to  inflation,  etc. 

— Jim  Sjoberg 
Houston,  Tex. 


Doing  Good 

Sir:  Re  "Too  Bad  CBS'  Super  Bowl 
Topped  NBC's  Super  Brain"  (Fact  and 
Comment,  Feb.  20).  Your  ratings  must 
be  quite  high,  too:  A  number  of  readers 
have  followed  your  suggestion,  and  have 
asked  for  transcripts  [of  NBC's  "Kis- 
singer: On  The  Record"].  I  do  hope  that 
it  all  does  some  good. 

— Henry  A.  Kissinger 
Washington,  D  C. 

An  Insult 

SiR:  M.S.  Forbes  Jr.'s  charge  that 
Commissioner  Kuhn  is  an  irrational,  pet- 
ty tyrant  (Fact  and  Comment,  Mar.  6)  is 
an  insult  to  the  entire  baseball  industry. 
Ours  is  a  competitive  game  and  obvious- 
ly a  certain  proportion  of  our  ownership 
is  going  to  be  unhappy  at  any  decision 
the  Commissioner  makes.  The  alterna- 
tive is,  of  course,  to  make  no  decisions  at 
all  and  a  loss  of  the  leadership  which  our 
game  demands. 

— E.B.  Fitzgerald 
Chairman, 

Milwaukee  Brewers  Baseball  Club 
Milwaukee,  Wis. 


They  Pay 

Sir:  Re  "The  Double  Dip"  (Mar.  6). 
Military  members  do  pay  Social  Security 
taxes  and  have  been  doing  so  since  1957. 

— J.  Draper 
U.S.  Navy 
Corpus  Christi,  Tex. 

Incredible  Statement 

Sir:  Speaking  on  the  balanced  federal 
government  budget  (Fact  and  Comment, 
Feb  20)  MSF  makes  the  incredible 
statement:  "Who  .  .  .  would  want  an  ad- 
ditional $60  billion  siphoned  out  of  the 
economy  to  balance  this  year's  project- 
ed budget?" 

The  deficit  of  $60  billion  that  was  elim- 
inated would  mean  that  the  federal  gov- 
ernment would  not  be  out  in  the  capital 
and  money  markets  soaking  up  the  $60 
billion  in  funds  and  running  interest 
rates  up  higher.  The  $60  billion  in  funds 
would  be  "siphoned  off"  into  the  produc- 
tive sector  of  the  economy,  rather  than 
the  government  nonproductive  sector. 
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If  you 
don't  have  it 
flaunt  it* 


Our  copier  has  manual 
two-sided  copying,  instead  of 
automatic.  You  save  yourself 
up  to  $60  a  month." 


Our  copier  has  manual  letter 
and  legal  size  paper  selection, 
instead  of  automatic.  You  save 
yourself  up  to  $60  a  month." 


Our  copier  has  manual 
document  feed  instead  of  automatic. 
You  save  yourself  at  least  $40 
a  month  on  this  option.*** 


)ur  copier  has  reproduction 
>nly.  Same  size.  No  reduction. 
You  save  yourself  up  to 
$300  a  month.* 


We've  noticed  an 
alarming  trend  among 
today's  copiers:  a  lot  of  so 
called  built-ins  that  simply 
aren't  used  enough  to  merit 
the  extra  cost  that's  built  in  with 
them. 

So  the  only  features  we  build  into 
Pitney  Bowes  PBC®  Copiers  are  the  kind 
you're  most  likely  to  need. 

We  keep  them  simple.  Just  like  most 
office  copying  jobs. 

What  it  adds  up  to  is  monthly  invoices 
that  add  up  to  less.  And  fewer  service  calls 


Our  copier  has  no  built-in 
sorter  attachment,  so  you  can  stay 
attached  to  at  least  another 
$80  a  month  on  this  option  * 


because  there  are 
fewer  things  likely 
to  need  service. 

Even  so,  service  is 
one  of  the  things  we  definitely 
do  have.  And  we're  flaunting  it. 
A  company  employed  and  trained 
service  network  working  out  of  600 
locations  throughout  the  U.S.  and  Canada. 
In  copying,  it's  all  in  what  you  have. 
And  have  not. 


=p  Pitney  Bowes 


?rox  7000  *  "Xerox  4000  *  *  'Xerox  2400/3600-1  Based  on  comparison  of  Pitney  Bowes  single  machine  rate,  high  volume  plan,  with  Xerox  XVP  Annual  plans,  per  32.000 
Dies,  as  of  Nov  1.1977.  Xerox  is  a  registered  trademark  of  the  Xerox  Corp  For  full  information,  write  us  Pitney  Bowes.  1786  Crosby  Street.  Stamford  Connecticut 
)04,  or  call  toll  free  any  time  800-243-5676  (In  Connecticut  1-800-882-5577 )  Postage  Meters.  Mailing  Systems.  Copiers 


A  specialty  of  Tampa's  authentic  Spanish  restaurants,  paella  is  a  one-dish  feast  of  chicken,  seafood,  rice 
and  vegetables.  And  you're  likely  to  find  accomplished  mime  artists  everywhere  from  shopping  center 
to  street  fairs.  Tampa  is  a  city  filled  with  treats  for  the  body  and  the  soul.  Write  for  more  information  today 


TAMR\ 

Where  the  good  life  gets  better  every  day. 

r  -i 

]     Jack  Turbeville.  Chairman.  Committeeof  100.  PO.  Box  420,  Tampa.  Florida  33601  (813)  223-5109  j 


I    Name  Title  Firm 

I    Address  Phone 


HILLSBOROUGH  COUNTY,  FLORIDA 


Business  Week 


Borsen-Zeitung 


The  Journal  of  Commerce 


orbes 


U.S.  companies  flee  the  mark 


Fearing  a  rise  in  the  mark, 
treasurers  are  borrowing 
dolors  to  pay  Germandebt. 


Business  Week 


Monde 


Snake's  twists  surprises  many; 
morechanaeg  ooon  likely. 


Barron's 


rhe  Money  Manager 


le  New  York  Time 


If  you  want  answers  to 
nternational  money  problems  before  they  threaten  you, 

fELL  IT  TO  THE  MARINE 


The  problems  a  corporate  treasurer  faces  in  doing 
usiness  internationally  are  enough  to  keep  anyone  up  at 
ight.  And  part  of  the  problem  is  that  there  are  no 
nswers  that  work  every  day.  Rates  move,  regulations 
re  rewritten,  and  governments  change. 

Frankly,  there  are  so  many  problems  that  your 
irporate  treasury  team  could  probably  double  in  size 
nd  still  not  have  all  the  resources  you  need.  That's 
'here  we  come  in. 

Marine's  International  Treasury  Management  Group 
f  foreign  exchange  advisors,  money  market  experts, 
scountants,  and  economists  has  15  proven  systems  to 
elp  you  protect  earnings  per  share  and  cash  flow. 

We  can  not  only  advise  you  on  what  you  might  do, 
'e  can  tell  you  in  very  realistic  terms  what  will  happen 
you  do  it.  Or  don't  do  it.  And  we  can  execute  any 
ecisions  you  make. 


For  example,  MARINFEX ,  one  of  Marine's  computer 
models,  lets  you  precisely  calculate  the  impact  of  fluctua- 
tions on  earnings  under  FASB  #8.  And  our  foreign 
exchange  exposure  management  service  helps  you  define 
your  global  exposure  and  then  devise  strategies  to  opti- 
mize it,  including  daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury 
Management  Group  can  help  you  with  day-to-day 
trading  decisions  and  longer-term  hedging,  with  funds 
flow,  with  alternate  financing,  with  short-term  money 
investments,  with  leading  and  lagging  strategies,  with 
international  cash  management,  with  world-wide  tax 
consequences,  with  currency  monitoring,  with  specific 
currency  studies,  and  with  foreign  exchange 
forecasting. 

In  short,  with  all  the  international  money  problems 
that  can  plague  you.  Just  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK  # 


Buffalo,  New  York  City  (212-797-5963),  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London  (011-441-628-2230),  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul.  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


The  energy  industry  knows  us 

and  our  corrosion  resistant  products. 

The  automotive  industry  knows  us 

and  our  pollution  and  energy  reduction  products. 

The  marine  industry  knows  us 

and  our  high  performance  products. 

We'd  like  you  to  know  us,  too. 

Revenues,  earnings,  and  earnings  per  share 
have  increased  in  each  of  the  past  five 
years  from  $74,072,000. ,  $851,000.,  and 
$.39  in  1973  to  $177,584,000., 
$3,805,000.,  and  $1.50  in  1977. 

On  December  8th  we  declared  our 
55rh  consecutive  quarterly  cash 
dividend,  and  a  5%  stock  J,^^. 
dividend  payable  January  31,1978.  d 

This  brings  our  stock 
dividend  distribution  to 
70%  since  1965. 

To  know  us  better,  please 
write  for  our  annual  report 
and  company  profile. 
Grow  Chemical  Corp. , 
345  Park  Ave. ,  New  York, 
N.Y.  10022. 


Grow 
Chemical 

Leaders  in  the  New  Technology 


Roof  Inspection 

The  severe  winter  weather  is  over, 
but  it  probably  has  caused 
damage  to  your  roofs. 


A  Randustrial©  Roofing  Consultant  will 
inspect  your  roof  Free  of  Charge.  He  will 
give  you  a  written  report  of  its  condition 
along  with  recommendations  for  repairing 
it  economically.  Randustrial®  will  loan 
you  Roof  Spray  Equipment  Pree  to  do 
the  work  with  your  own  labor— no  need  to 
hire  expensive  contractors.  Check  coupon 
below  for  your  FREE  Roof  Inspection 
and/or  a  FREE  copy  of  our  64  page 
Roofing  Catalog. 

□  FREE  Roof  Inspection 

□  FREE:  64  page  Maintenance  Catalog 

Name,  Title  


Company  

Address  

City,  State,  Zip. 
Telephone  


Randustrial.  Corporation 

Sales  Offices  in  Principal  Cities 


1330S Union  Ave. /Cleveland,  Ohio  44120 
  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State  Zip 

F-4826 


.J 


Readers  Say 


The  best  method  for  closing  the  deficit 
gap  would  be  to  chop  the  budget  by  $60 
billion.  However,  that  would  not  fit  into 
Keynesian  economics,  since  it  would 
benefit  everybody  fairly  and  not  just  all 
those  special  interest  groups  at  the  gov- 
ernment trough. 

— Carl  Olson 
Woodland  Hills,  Calif. 

Sir:  So  one  has  to  be  unbalanced  to 
believe  in  a  balanced  budget.  If  it  is  so 
harmful  to  the  economy  to  siphon  off  that 
much  money  (by  additional  business  and 
personal  taxes),  then  why  not  raise  our 
sights  for  even  a  larger  deficit  like,  say, 
$100  or  $200  billion,  or  better  still,  why 
not  repeal  all  federal  taxes  to  completely 
shut  off  the  tax  siphon?  And  then  just 
print  paper  money  to  meet  all  govern- 
ment expenditures  a  la  post- World- War- 
I  Germany. 

—Herbert  W.  Funk 
Fori  Lauderdale,  Fla. 

They  Were  Switched 

Sir:  In  the  chart  on  page  44  in  the 
Bank  of  America  story  (Mar.  6),  the  black 
and  gray  bars  representing  domestic  and 
international  earnings  got  badly 
switched  around  for  the  years  1971 
through  1976. 

— Lanison  B.  Smith 
Vice  President 
Citicorp 
New  York,  N.Y. 

Because  of  a  printing  error,  the  earn- 
ings bars  for  both  Citicorp  and  Bank  of 
America  were  mislabeled  for  1971-1976; 
"domestic"  should  have  been  "interna- 
tional" and  vice  versa — Ed. 

A  Tip  To  Bribers 

Sir:  Re  your  editorial  on  "bribery"  of 
foreign  officials  (Fact  and  Comment,  Feb. 
6).  Since  "bribes"  are  competitively  un- 
necessary, according  to  our  President, 
surely  "tips"  can  be  used  legally.  Line  8  of 
our  1040  income  tax  lists — wages,  sala- 
ries, tips  and  other  compensation.  If  it  is 
legal  to  receive  a  tip,  then  it  must  be  legal 
to  give  a  tip.  Is  a  bribe  money  under  the 
table  and  a  tip  money  on  the  table? 

— Mrs.  Frank  A.  Berger 
Daytona  Beach,  Fla. 

A  First  Step 

Sir:  Re  the  debate  on  double  taxation 
of  dividend  income.  Wouldn't  it  be  logi- 
cal and  fair  to  abolish  the  taxation  on 
dividend  income  for  retired  persons,  as  a 
first  step  toward  rectifying  the  taxation 
rules  on  dividend  income? 

— Hovig  O.  Etian 
Barrington,  III 
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Vimyone  of  the  world's  most  efficient 
business  planes  doesn't  have  propellers 

(Some  surprising  facts  about  Citation  I) 


x  can  measure  a  corporate  plane's 
ciency  many  ways. 
?or  some  businessmen  the  measure 
•urely  financial.  To  them  a  jet  seems 
i  efficient  than  a  turboprop  because 
operating  costs  are  higher, 
iut  Cessna's  Citation  I,  a  fanjet, 
ts  less  to  operate  than  many  turbo- 
ips.  Even  more  surprisingly,  it  is 
:ed  below  the  leading  one. 
Another  measure  of  efficiency  is  a 
tie's  ability  to  use  short,  convenient 
strips.  Citation  I  has  a  shorter 
e-off  distance  than  the  leading 
boprops. 


But  the  ultimate  test  of  efficiency  — 
and  the  main  reason  for  business  avia- 
tion—is saving  time.  And  that  is  where 
a  jet  excels. 

Citation  I  flies  over  80  mph  faster 
than  the  leading  turboprop.  If  you  and 
five  associates  fly  140,000  miles  a  year, 
Citation  I  could  save  you  485  man- 
hours  —or  almost  three  months  of  execu- 
tive time. 

And  consider  your  own  efficiency. 
Citation  flies  without  prop  noise  or 
prop  vibrations,  more  than  a  mile 
higher  than  any  turboprop  can  fly.  So 
you  travel  in  peace  and  quiet  well  above 
bad  weather  — and  arrive  prepared  to 
do  your  best. 

When  all  jets  were  expensive,  it 


often  made  sense  to  settle  for  less  cost 
— and  considerably  less  performance  — 
with  a  turboprop. 

But  now  you  don't  have  to  choose. 

The  sensible  Citation  I  gives  you  jet 
performance  and  efficiency —no  matter 
how  you  define  it. 

To  get  detailed  facts  about  Citation 
jets,  write  to:  J.  Derek  Vaughan,  V.P., 
Dept.  FB4,  Box  7706,  Cessna  Co., 
Wichita,  Kansas  67277,  U.S.A.  Or  call 
(316)  946-6056. 


ciTBTiani 


6  separate  brakes,  shock  absorbers  even  for  the  engine, 
a  wax  job  your  eyes  may  never  see: 
inside  the  insides  of  the  Mercedes-Benz  450  SEL. 


'n  the  eyes  of  a  Mercedes-Benz 
|  engineer,  the  examples  of  skill  and 
ire  normally  hidden  from  sight  deep 
ithin  the  car  are  what  most  strongly 
amp  a  450SEL  as  a  450SEL  and 
take  it  unique. 

Herewith,  that  deep-down 
50 SEL  story- an  engineer's-eyevie'w. 

6,000  invisible  welds 

bserve  that  beneath  its  high-gloss 
lamel,  the  450  SEL  body  is  a  semi- 
lonocoque  or  "unitized"  structure- 
steel  hull  in  effect,  studded  with  no 
wer  than  6,000  electric  welds. 

Between  the  time  it  first  enters 
id  finally  leaves  the  paint  shop,  this 
xiy  acquires  77  pounds'  worth  of 
rotective  coatings  applied  in  9  steps, 
iti-corrosion  wax  is  even  sprayed 
ito  hollow  recesses  like  the  insides 
:the  rocker  panels  before  they  are 
jpr-manently  sealed. 

Almost  5  feet  of  hiproom 

he  450 SEL  body  shell  is  the  largest 
lercedes-Benz  builds  in  volume 
roduction  and  the  word  for  its  inte- 
oi"  space  is  ample.  Yet  this  so-called 
)ig"  Mercedes  is  contained  within  an 
verall  length  of  less  than  18  feet-and 
:  73.6  inches  of  width  is  actually 
immer  than  a  Nash  Rambler  compact 
f  28  years  ago. 

Linked  to  its  own  separate  axle, 
ich  rear  wheel  of  the  450  SEL  is  freed 
)  act  on  its  own.  Result:  the  left  wheel 
in  hit  a  bump  or  a  dip  without  affect- 
ig  the  right,  and  vice  versa.  Each 
lock  absorber  has  an  upper 
lamber  filled  with  oil  and  a  lower 
lamber  filled  with  pressurized  ni- 
ogen  gas  as  a  cushion  against  vibra- 
on. 

Excessive  vibration  is  good  for 
either  a  car  nor  its  occupants.  The 
tigine's  rubber-insulated  mounts  are 
iigmented  by  two  special  hydraulic 
pock  absorbers  nestled  on  either 

Ictric  sunroof  (shown)  available  at  extra  cost 
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side  of  the  450SELs  4.5-liter  V-8. 

Examine  the  steering  system  and 
you  will  find  yet  another  shock  ab- 
sorber, expressly  meant  to  soak  up 
thumps  and  bumps  before  they  reach 
your  hands  on  the  wheel. 

A  black  box  that  isn't  there 
The  engineers  eliminated  pushrod- 
actuated  valves  and  their  adjustment 
(as  well  as  their  clatter)  from  the 
450  SEL  engine  by  giving  it  overhead 
camshafts  instead.  Fuel  injection  is 
standard-but  note:  Mercedes-Benz 
began  using  fuel  injection  so  long  ago 
(in  1954)  that  the  450 SEL  has  passed 
beyond  the  computerized  "little  black 
box"  concept  to  a  CIS,  or  Continuous 
Injection  System,  of  simplified 
mechanical  design. 

2  agile  tons 
If  you  could  peek  inside  the  450SELs 
3-speed  automatic  transmission  you 
would  find  that  all  shafts  and  gears  in 
the  mechanism  are  mounted  on 
roller  or  ball  bearings. 

This  two-ton  automobile  is  ma- 
neuvered via  a  power-assisted  steer- 
ing system  based  on  the  recircu- 
lating-ball  principle.  You  can  ease 
from  lock  to  lock  in  a  mere  2.7  turns. 

Count  all  the  brakes 
It  is  an  inti  iguing  fact  that  the  450  SEL 
is  fitted  with  six  separate  brakes,  of 
two  different  types: 

□  Four  disc  brakes,  each  1 1  inches  in 
diameter,  provide  the  basic  stopping 
force.  The  front  discs  are  honey- 
combed with  internal  ventilation  slots 
for  more  rapid  heat  dissipation. 

□  Two  drum  brakes,  one  at  each  rear 
wheel,  handle  parking  and  emer- 
gency braking  needs. 

Velour,  veneer,  bituminous  foil 

Soft  velour  carpeting  lies  underfoot 
in  the  450SEL.  Also  underfoot  but  out 
of  sight:  felt,  foam-backed  rubber 
matting  and  even  bituminous  foil,  dis- 


creet allies  in  the  engineers'  quiet  war 
against  engine  and  road  noise. 

The  built-in  AM/FM  stereo  cas- 
sette unit  has  four  wide-range  speak- 
ers. Vacuum  power  instantly  locks  or 
unlocks  all  four  doors,  the  trunk  and 
the  fuel  filler  port  with  the  twist  of  a 
key.  The  built-in  automatic  cruise  con- 
trol device  is  a  machine  with  a  mem- 
ory, able  to  return  the  car  to  a  preset 
speed  after  you  have  speeded  up  or 
slowed  down. 

You  can  specify  either  leather  up- 
holstery or  plush  velour  at  no  extra 
cost.  You  should  know  that  inside  the 
seats  are  five  separate  layers  of  pad- 
ding and  lining,  laid  overtop  a  net- 
work of  steel  springs. 

Those  rich  fillets  of  trim  that  look 
like  walnut  veneer  are  walnut  veneer. 
That  dashboard  clock  is  not  a  clock-it 
is  a  quartz-crystal  chronometer. 

Final  revelation:  The  60-page 
Mercedes-Benz  brochure  covers 
safety  features  built  into  the  450 SEL 
and  other  models.  This  makes  fasci- 
nating reading  before  you  buy  the  car. 
and  comforting  reading  afterward. 

Engineered  like  no  other  car 
in  the  world 

People  give  many  reasons  for  choos- 
ing a  Mercedes-Benz.  But  the  com- 
pany's aim  in  designing  and  construct- 
ing them  is  doggedly  single-minded. 
It  is  to  build  safe,  comfortable,  practi- 
cal cars  with  as  few  imperfections  as 
possible. 

This  philosophy  puts  engineering 
ahead  of  petty  economies  and  pre- 
cludes the  pea-pod  mass  production 
of  inexpensive  cars.  It  allows  little 
room  for  compromise,  or  for 
shortcuts;  just  the  pursuit  of  engineer- 
ing excellence.  ^-r\ 

A  Mercedes-Benz  is  f  1  \ 
engineered  like  no  \>^^v 
other  car  in  the  world.    ^  / 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  THE  PRICE  OF  GOLD  KEEPS  CLIMBING 


maybe  we  ought  to  think  about  selling  our  pile  of  this  ster- 
ile stuff. 

We've  got  147,3.53,000  ounces  stored  at  huge  expense  in 
Fort  Knox  and  another  118,816,000  ounces  stashed  away  else- 
where. At  the  current  price  of  about  $190  an  ounce,  we  could 


get  $49  billion.  Imagine — that'd  pay  for  over  a  year's  worth  of 
oil  imports. 

If  we  hang  on  a  bit  longer  and  the  gold  bugs  get  a  bit 
madder,  we  could  probably  sell  for  yet  a  higher  price. 
What  a  golden  opportunity! 


BILL  MILLER'S  OFF  TO  A  FLYING  START 


The  new  head  of  the  Federal  Reserve  showed  what  he's 
made  of  during  those  dragged-out  Proxmire  hearings  where 
the  Wisconsin  senator  seemed  determined  to  hang  the  nomi- 
nee by  innuendo.  Miller  didn't  roll  over  and  play  dead  or 
faintly  fade  away  under  fires  fanned  by  get-even-seeking  fired 
Textron  agents. 

JERRY  FORD'S  RUNNING 

Many  of  our  political  pundits  have  been  speculating  as  to 
whether  or  not  Jerry  Ford  will  be  a  candidate  for  the  Republi- 
can presidential  nomination  in  the  next  go-round.  Even  those 
Elder  Eminences  at  punditry  s  pinnacle,  James  Reston  and 
Vermont  Royster,  have  given  us  the  Authoritative  Word — 
they're  not  sure. 

Well,  folks,  Forbes — this  Forbes  anyway — can  give  you  the 
definitive  word: 

Short  of  dropping  dead  or  being  dropped  in  his  tracks  by  a 
primary  defeat  from  Reagan,  Jerry  Ford  is  running  for  the 


He's  clean,  moral  and  tough;  a  principled,  two-fisted,  intelli- 
gent man  with  a  proven  sense  of  the  balance  sheet,  balanced  by 
a  sense  of  the  human  equations. 

Swiftly  now,  his  overseas  counterparts  will  find  themselves 
reposing  a  justified  confidence  in  him  that  will  be  a  bit  more 
than  they  are  presently  displaying  in  the  dollar  itself. 

AGAIN  AND  THAT'S  GOOD 

Republican  nomination,  running  hard,  enjoying  every  moment 
of  it,  and  getting  paid  for  it  to  boot.  His  stumping  fees  are  high, 
and  he's  in  high  demand  on  the  hustings.  I  ve  seen  him  in 
operation  on  recent  occasions  and  he's  exuding  a  charisma  that 
rarely  came  through  when  he  first  held  the  job. 

As  Carter  fumbles  and  his  Gallup  tumbles,  Jerry  Ford  gets 
ever  bigger  hands. 

This  very  decent  guy  is  going  to  try  to  be  our  first  Cleveland 
since  Grover — the  only  other  President  to  have  a  four-year 
interlude  between  terms. 


STEP  IT  UP— DON'T 

Now,  the  Office  of  Management  &  Budget  has  and  does  an 
important  job.  But,  on  occasion,  it  needs  to  be  slapped  down, 
and  here  is  such  a  case:  OMB  is  blocking  a  step-up  in  the 
multibillion-dollar  purchase  of  oil  for  our  strategic  reserve. 

That  stretch-out  may  seem  to  "save"  money  for  the  moment. 
Given  our  incredibly  dangerous,  soaring  dependence  on  im- 
ported oil,  though,  the  quicker  we  build  a  gigantic  reserve,  the 
more  chance  and  more  time  we  have  to  get  our  direly  dis- 
tressed energy  ducts  in  order. 
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STRETCH  IT  OUT 

Until  we  have  at  least  a  six-month  supply— longer  would  be 
infinitely  better — stashed  away,  any  major  interruption  of  oil 
from  OPEC  would  bring  this  country's  economy  to  a  grinding, 
catastrophic  halt.  The  volatility  of  statesmen  and  statecraft, 
terrorism  and  wars  in  the  Middle  East  makes  interruption 
possible  at  any  time. 

Each  barrel  in  store  lessens  our  peril.  With  oil  in  momentary 
"oversupply,"  it's  pretty  stupid  not  to  move  as  fast  as  physical 
limitations  permit  to  thus  insure  our  safety  and  survival. 
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First  of  a  Series: 


OH,  FOR  THOSE  GOOD  OLD  "TERRIBLE"  DAYS 
OF  "MONSTROUS  FEDERAL  SPENDING" 

Forty-two  years  ago.  my  father  wrote  a 


widely  syndicated  series,  "Daily  Tax 
Facts."  Franklin  D.  Roosevelt  was  run- 
ning for  his  second  term  and  Kansas 
Governor  Alfred  Landon  was  his  GOP 
opponent.  FDR's  public  spending  and 
social  programs  were  anathema  to  the 
Have  half  of  the  U.S.  At  that  point  in  the 
Depression,  there  were  probably  far  few- 
er than  that  who  could  be  so  designated. 

The  statistics  of  "monstrous  federal 
spending"  make  quaint  reading  now.  F'r 
instance,  this  clipping  at  right. 


$46,545  EVERY  DAY  SINCE  BIRTH  OF  CHRIST 

Expenditures  during  four  years  of 
the  New  Deal,  it  is  estimated,  will 
exceed  $32,900,000,000. 


How  much  is  $32,900,000,000? 

If  the  human  race  had  started  pre- 
paring for  this  outlay  the  moment 
Christ  was  born  and  had  kept  it  up 
constantly  ever  since,  $46,545 
would  have  had  to  be  laid  aside 
every  day! 

Thirty-two  billion,  nine  hundred 
million  dollars  is  fully  10  billions  more 
than  all  the  known  gold  in  the  world. 

It  is  more  than  5  times  all  the 
noney  in  circulation  in  the  United 
States. 


It  is  more  than  $1,300  for  every 
family  throughout  the  length  and 
breadth  of  the  land 

It  is  twice  the  total  national  debt 
when  the  thrifty  President  Coolidge 
finished  office. 

It  is  far  more  than  any  govern- 
ment on  the  face  of  the  earth  ever 
spent  in  peacetime  during  so  short  a 
period. 

Who  will  have  to  pay  for  such 
squandermania? 

You,  I,  every  consumer,  every 
earner,  every  taxpayer. 

Nor  is  the  day  of  reckoning  very 
far  off. 


K  .Iph  [jimii  Umuhn  Km  M. 
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TlFFANY&CO. 
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Please  add  two  dollars 
for  shipping  and  nantflmg 
plus  sales  tax  where  applicable 


ONE  AD'S  A  STUNNER;  THE  OTHER  GETS  A  NEEDLE 

The  National  Geo- 
graphic message  ( ex- 
cerpted, right)  is  horrify- 
ingly powerful.  There's 
no  way  you  can  pass  it  by. 

As  for  the  Tiffany  ad- 
vertisement, an  ITT  Ray- 
onier  executive  wrote  us: 
"Somewhere,  somehow 
the  $3  engraving  and  the 
$2  for  shipping  might  find 
their  way  into  the  base 
price  of  a  $740  bracelet.  " 

Would  you  say  that  he 
had  a  point? 


Man  is  still  the  most 
successful  animal  on  earth 
But  watch  out. 

He  can  wriggle  through  a  hole  no  bigger 
than  a  quarter. 

He  can  plummet  4  stories  onto  con- 
crete and  scurry  off  undazed 

He  can  tread  water  for  three  days 


He  can  multiply  so  rapidly  that  in  a  year 
and  a  half  a  single  pair  could  have  one 
million  descendants 

He  is,  of  course,  the  rat  The  rat  is  now 
the  second  most  successful  mammal  on 
earth,  and  gaming  so  fast  his  potential 
domination  over  the  earth  is  more  than  a 
science  fiction  fantasy 

Item.  Last  year  in  the  U  S  alone 
45.000  people  were  attacked  by  rats. 

Item  On  Eniwetok  Atoll,  site  of  numer- 
ous atomic  tests,  animals,  plants,  fish, 
even  the  soil  itself,  were  poisoned  One 
creature  thrived,  grew  stronger,  and  today 
overruns  the  place.  You  know  which  one. 

"The  Rat,  Lapdog  of  the  Devil"  appears 
in  the  July  issue  of  National  Geographic. 
It's  the  kind  of  unique  story  the  Geograph- 
ic, perhaps  better  than  any  other  publica- 
tion, has  the  background  and  resources  to 


report 


NATIONAL 

GEOGRAPHIC 

w%  Mm  you  took  noVw  look. 


RESTAURANTS— DO'S  AND  DONTS 


La  Colombe  d'Or— 134  East  26th  St.  (Tel:  MU  9-0666).  In 
France,  followers  of  Guide  Michclin  and  all  French  fine-food 
connoisseurs  would  travel  multimiles  to  enjoy  such  a  simple, 
simply  superior  Provence  restaurant.  Here,  New  Yorkers  and 
visitors  need  only  go  a  few  dozen  blocks  off  their  beaten  path, 
and  anyone  who  doesn't  beat  a  path  to  La  Colombe  d  Or  is 
missing  a  very  unpretentious,  very  good  thing. 

Girafe— 208  East  58th  St.  (Tel:  752-30.54).  A  most  fine 
Italian  restaurant  with  wonderful  pasta,  tasty-tender  veal 
dishes  and  the  best  zabaglione  around. 

Cellar  In  The  Sky— 1  World  Trade  Center  (Tel:  938-1111).  A 
glorious  setting  for  one  of  the  bigger  New  York  restaurant 
disappointments.  Seven  courses,  four  contrasting  wines,  fine 
service,  refreshing  decor  and,  of  course,  the  incomparable 
view.  Sounds  great.  But  the  first  course  consists  of  three  kinds 
of  olives  and  strips  of  pressed  sausage;  the  second,  a  bland 
soup;  the  third  was  good— flaky  pastry  crust  over  salmon 
resting  on  a  bed  of  spinach,  accompanied  by  a  fine  sauce; 
fourth  and  main  event  was  a  tough  slab  of  unflavorfui  pheasant. 
To  call  the  fifth  course  a  course  is  absurd — lettuce  ordinaire 
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with  only  a  hint  of  dressing.  Sixth,  came  three  blah  cheeses 
and,  finally,  an  apple  sorbet  that  was  delicious  if  unexciting. 
The  whole  bit  took  almost  three  hours  and  it  ain't  worth 
it.  Windows  on  the  World,  next  door,  is  a  far  better  buy  in 
every  respect.  This  cellar  may  be  in  the  s'ky,  but  it  certainly 
isn't  among  the  stars. 

Market  Bar  And  Dining  Rooms — World  Trade  Center  (Tel: 
938-1155).  Amidst  the  mpst  refreshing  functional  decor  in 
town,  denizens  of  those  monstrous  Manhattan  Trade  Towers — 
and  everybody  else  who  enjoys  fresh,  good  staple  foods — are 
joyfully  wolfing  their  money's  worth  here.  Either  the  Windows 
on  the  top  or  the  Market  on  the  bottom  makes  a  trip  from 
anywhere  worth  the  fare. 

Village  Green— 531  Hudson  St.  (Tel:  255-1650).  Greenwich 
Village  is  full  of  cutesy-crude  or  precious  restaurants  featuring 
food  more  frivolous  than  flavorful.  Here  is  a  most  notable 
exception.  Living  greenery,  beams  and  candlelight  make  a 
warm  setting  for  mostly  very  fine  dishes.  Cheerful  waiters  fire 
the  outsized  pepper  mill  like  a  Gatling  gun  at  every  opportuni- 
ty. Well  worth  going  out  of  your  way. 
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La  Foret— 208  E.  60th  St.  (Tel:  759-7766)  Who  would  have 
suspected  such  a  reasonable  and  refreshingly  good  restaurant 
within  a  stone's  throw  of  Bloomingdale  s  and  all  those  movie 
houses?  A  great  place  to  begin  or  end  trips  to  both. 

Pietro's— 201  East  45th  St.  (Tel:  MU  2-9760).  At  least  two 
stars  below  Christ  Cella  s  and  as  expensive.  A  prime  joint  for 
those  who  don't  realize  there  are  better  ones. 

Landmark  Tavern— 626  11th  Ave.  at  46th  St.  (Tel:  757- 
8595).  Way  off  the  beat,  but  people  are  beating  a  path  to  it. 
This  restored  old  landmark  has  some  of  the  best  pub  staples  I 
know  of:  shepherd's  pie,  Irish  stew,  steak  and  mushroom  pie, 


fish  and  chips.  Plus  good  fresh  vegetables  and  onion  soup  (a 
meal  in  itself);  hot,  spicy  Irish  soda  bread;  "genuine"  apple  pie 
and  chocolate  layer  cake  superior  to  that  in  many  la  and  le 
restaurants.  And  three  draught  beers. 

Chez  Pascal— 151  E.  82nd  St.  (Tel:  249-1334).  Someone 
spread  the  word  and  now  the  Uptown  Cognoscenti  daily 
stampede  to  the  7:30  and  9  p.m.  seatings.  The  food's  good,  too. 

Le  Coupde  Fusil— 160  E.  64th  St.  (Tel:  751-9110).  A  delight- 
ful, delectable,  petite  restaurant  that's  as  attractive  and  person- 
able as  its  chic  Countess  creator.  Features  the  new  French 
haute  mode — low  calories. 


IT'S  A  KNOCKOUT 

Citicorp's  quarterly  earnings  rate  may  be 
tapering,  but  its  new  New  York  skyscraper 
is  literally  and  aesthetically  a  towering 
achievement.  Just  as  Transamerica's  daring 
pyramid  added  excitement  and  grace  to  the 
San  Francisco  skyline,  Citicorp's  monumen- 
tal structure  gives  grace  to  mass.  It  proves 
again  what  a  credit  bold  architecture  can 
be  for  the  not-too-many  corporations  that 
invest  in  it  instead  of  just  putting  up  an- 
other building. 


WHEN  THE  WAITERS  ARE  MANY     A  LITTLE  OF  A  GOOD  THING 


and  the  customers  few, 
inevitably  the  service  is  PU. 


goes  a  long  way- 
like garlic. 


The  Port  of  New  York  Authority, 
which,  among  other  things,  owns  and 
operates  the  World  Trade  Center, 
Kennedy  and  LaGuardia  airports,  the 
George  Washington  Bridge  and  the 
Holland  and  Lincoln  tunnels,  has  put 
forward  a  $1 -billion  plan  to  develop 
industrial  parks  in  the  New  York  met- 
ropolitan area.  The  Authority  itself 
will  issue  some  $400  million  in  bonds 
to  bring  this  plan  to  fruition.  (The  rest 
of  the  money  would  supposedly  come 
from  companies  that  would  lease  the 
park  sites.) 

This  scheme  should  be  stopped  in 
its  tracks.  It  has  precious  little  to  do 
with  the  Authority's  ostensible  reason 
for  being.  And  it  could  end  up  being  a 
costly  boondoggle  as  well. 

The  PA  was  founded  over  half  a 
century  ago  to  promote  a  rational 
transportation  system  for  the  New 
York  metropolitan  area,  a  goal  it  has 
yet  to  achieve. 

So  why  is  the  PA  expanding  its 
role?  Because  this  agency  is  still  suf- 


HERE  WE  GO  AGAIN 

By  M.S.  FORBES  Jr. 

fering  from  the  empire-building  men- 
tality of  its  now-gone,  longtime  auto- 
cratic boss,  the  late  Austin  Tobin.  In 
the  1960s,  under  Tobin,  the  Author- 
ity used  up  its  immense  surplus  and 
nearly  ruined  its  credit  by  building 
the  World  Trade  Center,  a  project 
totally  unrelated  to  the  PA's  original 
mission. 

The  fact  is,  today  there  are  a  goodly 
number  of  transportation-related 
projects  that  the  Port  Authority 
could — and  should — examine  and  un- 
dertake, especially  in  the  critical  area 
of  mass  transit. 

The  Authority's  plan  itself  has  a 
number  of  imponderables.  The  sites 
would  supposedly  generate  cheap 
electricity  from  garbage-fueled  power 
plants,  thereby  enabling  the  PA  to 
generate  income  from  power  sales.  A 
nice  idea — on  paper.  The  trouble  is, 
there  is  no  track  record  of  such  plants 
operating  profitably  in  the  U.S. 

There  is  also  the  basic  question  as 
to  whether  the  New  York  metropoli- 


tan area  can  be  revived  as  a  manufac- 
turing center  no  matter  how  hard  the 
PA  tries.  After  all,  the  business  per- 
son is  concerned  with  the  total  return 
on  his  investment,  and  that  is  influ- 
enced by  factors  that  the  PA  has  no 
control  over,  such  as  the  cost  of  labor 
and  the  reliability  of  Conrail. 

Moreover,  the  Port  Authority 
lacks  the  necessary  experience  in  in- 
dustrial development.  This  short- 
coming should  not  be  underestimat- 
ed. Just  look  at  the  PA's  foray  into 
real  estate  development.  The  World 
Trade  Center's  original  cost  was  esti- 
mated at  $250  million  and  ended  up 
costing  nearly  $1  billion.  If  it  were 
not  for  its  surplus  from  tunnels  and 
bridges,  the  PA,  not  to  mention  the 
Trade  Center,  would  have  gone 
bankrupt  years  ago. 

Given  the  obvious  transportation 
problems  of  New  York,  it  is  a  mistake 
for  the  Port  Authority  to  be  borrow- 
ing and  spending  hundreds  of  mil- 
lions of  dollars  for  other  purposes. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor  s  mind. — MSF 


Store  More 

It  Arab  oil  were  again  cut  off,  those 
.500  million  barrels  [of  crude  oil  to  be 
stored  by  1982]  would  allow  the  U.S.  to 
maintain  its  current  consumption  for 
about  four  months.  When  the  Carter 
Administration  took  office,  its  energy 
planners  decided  a  four-month  buffer 
was  insufficient  and  the  stockpile  target 
was  doubled  to  1  billion  barrels  by  1983. 

With  hopes  for  the  promised  balanced 
federal  budget  fading  fast,  budget  offi- 
cials are  reluctant  to  commit  more 
money  to  a  project  that  neither  creates 
jobs  nor  satisfies  a  special-interest 
constituency. 

The  strategic  petroleum  reserve  is  our 
bulwark  against  a  replay  of  the  1973-74 
boycott.  In  a  world  in  which  all  roads 
lead  to  Riyadh,  the  issue  is  not  whether  a 
billion-barrel  reserve  is  too  large  but 
whether  it  is  too  small. 

— Neiv  York  Times  editorial 

What 's  Another  Billion? 

Carter's  budget  deficit  for  next  year 
would  be  a  lot  bigger  than  $60.6  billion  if 
everything  were  counted.  By  law,  some 
agencies,  like  the  Federal  Financing 
Bank,  are  not  tallied.  Their  deficit:  $12.5 
billion. 

Add  up  all  the  red  ink  this  year  and 
next — in  the  budget  and  out — and  you 
get  $167.6  billion  to  be  financed  by  Trea- 
sury borrowing. 

Says  Representative  George  Mahon, 
House  Appropriations  Committee  chair- 


impression  of  my  capabilities  and  aspira- 
tions, and  wonder  why,  if  I'm  an  execu- 
tive, I  hang  around  a  typewriter  so  much 
of  the  time.  Still,  I  don't  want  to  look  like 
a  writer,  and  have  people  wonder  why, 
on  the  one  hand,  I'm  not  in  Hollywood, 
or  on  the  other  hand,  why  I'm  not  being 
"serious  and  living  on  pasta,  grants  and 
fellowships.  — Russell  Lynes, 

Architectural  Digest 

Music  to  Our  Ears 

As  income  goes  up,  television  viewing 
goes  down;  as  education  levels  go  up, 
television  viewing  goes  down.  As  income 
and  education  go  up,  magazine  reader- 
ship goes  up.  There  are  many  excep- 
tions, but  our  greatest  growth  and  great- 
est consumption  in  the  industry  tend  to 
come  from  the  highest-income  demo- 
graphics, and  tend  to  come  from  the 
best-educated  people. 

— Frank  Berger,  president, 
Seagram  Distillers  Co. , 
in  Advertising  Age 

When  Yes  Is  Yes  and  No 

During  talks  it  is  as  well  to  remember 
that  the  Japanese  occasionally  find  it  dif- 
ficult to  say  "no"  outright  to  a  proposal. 
Ask  directly  for  opinions,  and  say  clearly 
that  frank  opinions  are  required  so  that 
later  disharmony  may  be  avoided.  "Yes" 
also  creates  a  problem.  In  English,  the 
answer  to  the  negative  question  is  the 
same  as  the  positive  question:  for  exam- 
ple, "Don't  you  want  to  go?"  "No,  I 


those  who  do  not  have  strenuous  jobs, 
Paffenbarger  cited  swimming,  miming, 
basketball,  handball  and  squash,  all  of 
which  bum  up  more  than  2. (XX)  calories 
a  week  if  pursued  for  an  hour  or  so  a  day. 
By  contrast,  games  such  as  golf,  bowling, 
baseball,  softball  and  volleyball  seem  to 
use  too  few  calories  to  reduce  the 
chances  of  a  heart  attack.  As  for  tennis, 
Paffenbarger  commented:  "Batting  the 
ball  around  on  Sunday  with  young  chil- 
dren generally  isn't  strenuous,  but  a  stiff 
competitive  game  of  singles  is." 

— Time 

Perspective  on  Mexico 

Mexico  is  a  poor  country,  and  poor  is 
not  beautiful.  Less  than  27%  of  the  pop- 
ulation can  be  counted  in  the  labor  force; 
close  to  half  that  labor  force  is  employed 
in  forming;  and  more  than  half  of  them 
earn  less  than  300  pesos  (roughly  $15)  a 
month.  In  some  areas  more  than  two- 
thirds  of  the  people  exist  on  a  family 
income  of  less  than  200  pesos  ($10)  per 
month,  live  in  one-  or  two-room  dwell- 
ings without  running  water  or  electricity 
and  cannot  afford  to  bin  milk,  eggs  or 
meat.  The  inflation  rate  is  above  30%. 
There  is  no  unemployment  insurance  or 
welfare  system.  The  infant  mortality  rate 
has  been  dropping,  but  the  illiteracy  rate 
is  rising.  And  just  to  grease  the  taco,  as  it 
were,  if  present  growth  rates  hold,  Mexi- 
co's population  (63  million)  will  double  in 
20  years. 

One  can  be  rich  in  Mexico  simply 
because  one  is  not  poor  in  the  United 
States.  Don't  complicate  the  issue  with 
platitudes:  let  it  bother  you.  Be  guilty. 
That's  the  thing  about  Mexico.  It  can  be 
terrific  for  your  humility  ,  your  mental 
health.  — Terry  McDonnell, 

senior  editor.  Outside 


The  paranoia  of  stupidity  is  always  the  worst,  since  its  fear  of 
destruction  by  intelligence  is  reasonable,  —playwright  Arthur  Miller 


man:  "If  that  figure  does  not  startle  the 
American  people,  then  we  as  a  nation 
have  lost  our  ability  to  be  concerned 
about  the  nation's  fiscal  situation." 

— U.S.  News  &  World  Report 

Superior  Dress 

No  one  in  America  admits  to  social 
betters,  only  to  social  inferiors.  One  way 
we  make  this  distinction  is  by  how  we 
dress — not  how  casually  or  formally,  but 
by  the  ways  we  try  to  look  like  the 
people  we  want  to  be  identified  with.  It 
has  something  to  do  with  that  tacky  ex- 
pression "life  style".  .  .  . 

I  have  nothing  against  executives  per 
se,  but  I  don't  want  anybody  to  take  me 
for  one.  Somebody  might  git  a  false 


don't."  but  in  Japan  the  original  state- 
ment is  confirmed — "Yes,  I  don't."  To 
add  to  the  confusion,  hai.  the  Japanese 
for  "yes,  does  not  necessarily  mean 
agreement.  It  simply  means  that  the  oth- 
er person  understood  what  was  said,  not 
that  he  agrees  or  disagrees. 

— Pacific  Islands  Monthly 

Sweat  or  Die 

After  a  long-range  study  of  16,936 
Harvardmen,  Epidemiologist  Ralph  Paf- 
fenbarger discovered  that  those  who  ex- 
ercised only  casually — which  he  defined 
as  burning  fewer  than  2,000  calories  a 
week — ran  a  64%  greater  risk  of  heart 
attack  than  did  more  active  classmates. 

As  examples  of  desirable  activities  for 


Things  You  Never 
Knew  "Ti/  Now 

The  color  of  the  wine  is  determined 
not  by  the  grape  but  by  how  long  the 
grape  skins  are  left  with  the  juice  after 
the  grapes  have  been  cmshed.  If  the 
juice  and  skins  are  separated  after  only  a 
few  hours,  the  result  is  a  white  wine. 

— Richard  R.  Leger, 
Wall  Street  Journal 

A  Rocket  for  Rock 

Rock  journalism  is  people  who  can't 
write  interviewing  people  %vho  can't  talk 
for  people  who  can't  read. 

— musician  Frank  Zappa, 
in  Rolling  Stone 


2b 


FORBES,  APRIL  3,  1978 


When  you  Ve  got  Aid  world  on  a  string.. 


i  'a 


Whatever  the  energy  source 
of  the  future, 
it  will  be  converted 
to  electricity... 

And  Westinghouse  will  help 
make  the  connection. 

Coal  and  nuclear  energy  provide  us  with 
much  of  the  power  we  use  today. 

In  the  distant  future,  perhaps  the  sun  or 
wind  will  take  their  place  as  practical  sources 
of  energy. 

But  all  of  these  energy  sources  must 
ultimately  be  turned  into  electricity. 

And  that's  where  Westinghouse  comes  in. 

Eighty-seven  per  cent  of  our  business 
concerns  the  generation,  transmission,  distri- 
bution, utilization  and  control  of  electricity. 

Whether  it's  developing  more  efficient 
methods  of  using  the  power  sources  available 
right  now-or  exploring  ways  to  convert 
future  energy  to  electricity.  Westinghouse  has 
the  expertise  and  experience  to  do  the  job. 


Westinghouse... 


Eaton  Update: 


1 


Getting  the  power 
around  the  corner 

Eaton  hydrostatic  transmis- 
sions offer  designers  of  agricul- 
tural equipment  great  flexibility 
by  replacing  awkward  mechan- 
ical linkages  with  hydraulic 
lines  that  can  go  around  or 
through  other  components. 
They  allow  the  equipment  to 
work  more  efficiently  because 
operators  have  an  infinite  selec- 
tion of  operating  modes. 

Eaton's  commitment  to  hydro- 
statics started  in  the  mid- 
sixties.  A  new  plant  in  Spencer, 
Iowa,  is  operating  at  maximum 
capacity,  and  we  are  planning 
another  expansion  to  serve  this 
growing  market. 

2  The  advantages 
of  being  single 

With  Eaton's  Single  Anchor  Pin 
brake  system  you  can  reline  a 


truck  brake  in  just  two  minutes— 
and  the  only  tool  you  need  is  a 
screwdriver.  With  conventional 
double  anchor  pin  systems  the 
job  can  take  hours,  even  with 
special  tools. 

This  Eaton  exclusive  is  saving 
down-time  for  truckers  all  over 
the  country.  But  it's  only  one  of 
our  many  contributions  to  truck- 
ing efficiency.  We're  a  leader, 
worldwide,  in  axles  and  heavy- 
duty  transmissions,  and  we're 
winning  an  ever-stronger  posi- 
tion in  components  like  brakes 
and  anti-lock  systems,  fan 
drives,  and  air  conditioning. 

3  636-acre  survival  course 

The  Eaton  Proving  Ground  at 
Marshall,  Michigan,  subjects 
truck  and  automobile  compo- 
nents to  horrendous  treatment. 
The  facilities  include  a  1.6  mile 
oval  track  for  sustained  endur- 
ance testing;  road  surfaces  that 
are  just  plain  hostile;  a  salt  bath 
for  corrosive  brake  lining  tests; 
and  a  1 200-foot  skid  pad  that  can 
simulate  any  skid  condition. 


It's  all  part  of  Eaton's  total  coi 
mitment  to  quality.  We  marke 
new  engineering  ideas 
only  after  having  proved  thai 
they  excel  at  surviving  in  the 
real  world. 

Eaton  is  a  family  of  technolO' 
cally  related  businesses  with 
balanced  combination  of  mai 
ufacturing  and  engineering 
skills.  We're  always  looking 
new  ways  to  use  these  skills 
markets  where  needs  are  gro 
ing.  This  approach  to  the  ma 
agement  of  change  has  bee 
achieving  record  sales  and 
earnings.  For  the  complete 
story,  write  to:  Eaton  Corpon 
tion,  100  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


Dirty  Deals 

To  build  a  new  plant  these  days  you  need  brownie  points 
with  the  clean-air  people.  Result:  some  peculiar  deals. 


Standard  Oil  Co.  of  Ohio  (Sohio)  may 
soon  make  a  free  gift  of  a  $30-million 
pollution  scrubber  to  Southern  Califor- 
nia Edison  Co.  A  group  of  oil  companies 
in  Oklahoma  City  will  put  floating  roofs 
on  their  storage  tanks  as  a  kind  of  present 
to  General  Motors  or  their  city,  depend- 
ing on  how  you  look  at  it.  Before  long 
other  companies  may  be  making  compa- 
rable gifts  to  gasoline  stations,  dry  clean- 
ers and  paintmakers,  among  other 
businesses. 

Is  this  some  new  kind  of  madness 
sweeping  the  nation?  Hardly.  In  fact,  it 
turns  out  to  be  a  perfectly  sensible  solu- 
tion to  problems  created  by  the  Clean 
Air  Act  of  1970  as  amended  last  summer, 
problems  relating  to  "offsets"  in  "nonat- 
tainment"  areas,  to  use  the  forbidding, 


murky  language  of  the  statute. 

Paradoxically,  the  act  has  made  dirty 
air  a  valuable  asset.  Under  the  law,  if  a 
company  wants  to  put  an  installation  into 
an  area  that  has  not  attained  a  level  of  air 
quality  acceptable  to  the  Environmental 
Protection  Agency,  it  has  to  find  a  way  to 
reduce  pollutants  in  the  area  by  more 
than  the  amount  the  new  installation  will 
add.  That  has  set  off  a  search  for  dirty  air 
to  clean  up. 

Completion  of  the  Alaska  pipeline  has 
created  an  enormous  logistical  problem 
for  Sohio,  one  of  the  major  producers  in 
the  Prudhoe  Bay  field.  The  company  had 
figured  to  ship  its  crude  to  refineries  on 
the  West  Coast.  But  they  couldn't  han- 
dle it.  Instead,  it  decided  to  land  it  on 
the  West  Coast  and  pipe  it  east.  That,  of 


course,  requires  a  port  and  storage  ter- 
minal, and  Sohio  is  ready  to  build  them 
at  a  cost  of  $500  million  off  the  coast  at 
Long  Beach. 

Sohio  has  been  trying  to  get  approval 
for  its  terminal  from  the  California  Air 
Besources  Board  since  1974.  The  prob- 
lem is  that  offloading  and  storage  of 
crude  oil  puts  pollutants  into  the  air.  The 
Los  Angeles  basin,  as  everybody  knows, 
is  already  notoriously  polluted.  But  it 
also  needs  jobs. 

California  and  especially  its  Air  Be- 
sources Board  came  up  with  an  intrigu- 
ing solution:  If  Sohio  would  pick  up  the 
tab,  which  could  run  to  $120  million,  for 
installing  and  maintaining  a  scrubber  at 
an  oil-fired  generating  plant  of  Southern 
California  Edison  as  well  as  pollution 
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control  devices  for  other  companies  in 
the  area,  the  state  would  approve  the 
Long  Beach  terminal. 

Sohio's  willingness  to  go  along  with 
the  proposal  says  a  lot  about  the  price  of 
crude  these  days.  The  fact  that  the  util- 
ity, confronted  by  such  generosity,  is 
hesitant  results  partly  from  its  recogni- 
tion of  its  strong  bargaining  position  and 
partly  from  the  real  problems  the  deal 
presents.  "We  can't  just  give  them  a  gift 
like  that,  says  a  spokesman  of  Sohio. 
"The  imporiant  questions  are  who  takes 
tax  credit  for  it  and  who  maintains  it. 
Everybody's  involved  in  this  from  the 
IRS  to  EPA." 

Bob  Dietch,  manager  of  projects  for 
Southern  California  Edison,  says,  "Sure, 
we're  getting  a  free  scrubber.  But  this 
could  set  a  precedent  for  requiring 
scrubbers  on  all  oil-fired  plants.  That 
would  mean  a  tremendous  cost  for  our 
whole  system."  The  utility  wants  the 
deal  viewed  strictly  as  an  offset  against 
Sohio  s  pollution,  not  a  way  to  clean  up 
still  more  air  in  California. 

In  Oklahoma  City  the  problem  is 
somewhat  different.  General  Motors  has 
planned  to  build  an  assembly  plant  it  had 
postponed  during  the  recession  of  1974. 
But  the  city,  like  just  about  every  other 
one  in  the  country  with  more  than 
200,000  people,  has  been  designated  a 
"nonattainment"  area  by  the  EPA.  This 
means  that  a  new  polluter  has  to  more 
than  offset  its  pollution,  one  way  or 
another. 

The  chamber  of  commerce  dearly 
wants  the  plant.  But  paint-spray  oper- 
ations would  put  far  more  than  the  100- 
ton  EPA  limit  of  pollutants  into  the  air. 
So  the  chamber's  people  set  out  to  find 
offsets  for  GM.  What  they  found  were 
some  oil  companies  that  stored  petro- 


leum in  tanks  that  pollute  through  evap- 
oration. Then  they  convinced  all  but  one 
of  those  companies  to  install  floating 
roofs  in  their  tanks  at  their  own  expense, 
demonstrating  that  they  would  recover 
the  costs  in  three  to  five  years  from  the 
savings  from  reduced  evaporation.  One 
company  refused  to  go  along,  figuring 
that  it  would  need  the  offset  for  its  own 
future  expansion.  In  other  words,  it 
elected  to  hoard  the  right  to  clean  its 
dirty  air. 

In  Shreveport,  La.,  where  GM  is 
planning  another  assembly  plant,  finding 
offset  possibilities  was  not  too  easy. 
There  just  are  not  that  many  emissions 
that  can  be  used  as  offsets.  "What  do  you 
do  when  you're  not  an  old  industrial 
city?"  asks  Rex  Bryan  of  the  Shreveport 
chamber  of  commerce.  "How  do  you 
clean  up  when  you  have  so  little  to  work 
with?"  Actually  they  managed  to  find 
some  oil  storage  tanks,  but  the  negotia- 
tions were  pretty  tough.  Bryan  says, 
"We  were  contacting  companies  and  tell- 


ing them  how  to  spend  their  money." 

What  about  the  places  that  don't  have 
any  storage  tanks  or  where  the  need  for 
offsets  doesn't  warrant  installing  a  scrub- 
ber for  a  utility — do  they  have  to  forego 
further  growth?  Not  at  all,  claims  James 
Birakos,  member  of  the  South  Coast  Air 
Quality  Management  District  board, 
which  polices  the  air  for  four  California 
counties.  The  answer  is  to  set  up  clean- 
air  funds.  Companies  coming  into  an 
area  would  kick  in  some  cash  to  be  used 
to  buy  up  cleaning  rights  to  dirty  air  from 
polluters  too  small  to  be  covered  by 
present  regulations.  Gas  stations  pro- 
duce fumes,  so  do  dry  cleaners'  solvents 
and  the  emission  from  paint  factories. 

"This  is  the  American  system,"  says 
Birakos.  "You  d  have  brokers  matching 
up  the  big  companies  with  the  small 
ones.  The  big  ones  would  be  happy  be- 
cause they  could  build,  and  the  guys  at 
the  gas  stations  would  be  figuring  out 
how  they'd  make  a  little  money  off  the 
thing  by  cleaning  up  their  air."  ■ 


A  Piece  Of  The  Action? 


Remembering  the  big  money  made  by  those  who  got 
into  the  Japanese  stock  market  early,  international-minded 
investors  are  wondering  whether  history  will  repeat  this  time  in  Korea. 


By  LAWRENCE  MINARD 

Visiting  the  world's  hottest  stock 
market  is  not  easy.  First  you've  got  to 
find  Myungdong  (tongue  to  the  back  of 
the  mouth:  "mee  yawn  dong"),  the  few 
blocks  of  twisting,  windswept  lanes  that 
comprise  bustling  Seoul,  South  Korea's 
central  business  district.  Then  turn  right 
at  the  dingy  Korea  Silk  Co.  building. 
Brush  past  the  mud-caked  Mercedes  280 
SE  ($100,000-a-copy  in  Seoul).  Dodge 
the  careening  bicyclists  wheeling  ce- 


ment sacks  and  kerosene  drums  down 
the  narrow  street.  Don't  stumble  over 
the  open  manhole — the  sewer  system  is 
being  modernized — and  don't  be  put  off 
by  the  occasional  rat. 

When  you  reach  the  shoeshine  men 
you'll  have  arrived  at  the  Korea  Stock 
Exchange,  the  squat,  dimly  lit  building 
where  hustling  Koreans  are  making  (and 
losing)  fortunes  these  days.  And  where, 
one  of  these  days,  U.S.  investors  may  be 
doing  the  same. 

Since  1972  the  Korea  Composite  Stock 


Price  Index  has  soared  over  400%.  Last 
year  the  index  climbed  only  25% — 
only! — but  several  industries  did  much 
better.  Examples:  Automobiles  (up 
144%),  cement  (up  123%),  construction 
(up  135%).  According  to  one  Korean  in- 
vestor, at  least  one  stock,  Kyongnam 
Construction  Co. ,  jumped  600%! 

This  is  no  market  for  widows  or  or- 
phans— but  what  stock  market  is?  The 
opportunities  for  fraud  and  manipulation 
would  give  American  Securities  &  Ex- 
change Commission  lawyers  fits.  But 
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neither  are  its  shares  necessarily  overval- 
ued. Consider:  The  typical  Korean  stock 
sells  at  just  six  times  earnings  and  yields 
14%.  Bonds  yield  over  20%.  Says  Seung 
Park,  an  economics  professor  at  Chung 
Ong  University,  who  claims  to  have  tri- 
pled his  money  last  year  in  construction 
stocks:  "If  you  buy  stocks  here  you  won't 
have  to  work  the  rest  of  your  life.  You'll 
be  able  to  retire  in  five  years!" 

Attracted  by  talk  like  this,  housewives 
and  other  amateurs  crowd  local 
brokerage  offices  and  intently 
study  the  hustling  young  stock  B 
exchange  men  on  ladders  hand-  M~ 
posting  the  latest  quotations.  It 
is  a  scene  right  out  of  Theodore 
Dreiser's  novel  of  market  manip- 
ulation, Financier.  Says  a  Minis- 
try of  Finance  official:  "Our  basic 
problem  now  is  morality.  There 
isn't  any.  It's  like  18th-century 
England,  where  all  that  counts  is 
making  money — fast!'' 

The  Park  government  has 
been  trying,  with  remarkable 
success,  to  clean  up  and 
strengthen  the  market,  make  it 
respectable.  Mostly  the  strategy 
has  been  to  broaden  the  base — 
no  easy  task,  since  few  reputable 
Korean  firms  have  wanted  to  link 
their  names  with  the  KSE's  un- 
savory past.  This  explains  why  as 
recently  as  1970  there  were  just 
48  publicly  owned  Korean 
corporations. 

The  government  stepped  in 
heavily  in  1972.  It  pushed 
through  the  Public  Corporation 
Inducement  Law.  In  effect  this 
law  and  other  legislation  slashed 
income  taxes  for  publicly  owned 
companies  to  as  little  as  27%  vs. 
40%  for  private  firms.  And  it  re- 
duced personal  income  taxes  on 
dividends  to  as  little  as  5%  for 
small  investors.  Even  large  in- 
vestors, those  owning  over  1%  of 
a  company's  shares,  were  al- 
lowed to  keep  15%  of  their  divi- 
dends entirely  tax  free.  On  the 
other  hand,  half  of  a  private  com- 
pany's retained  earnings  were,  in 
effect,  assumed  to  be  distributed 
dividends,  and  so  taxed  at  both 
corporate  and  individual  levels. 

Not  surprisingly,  Korean  companies 
have  been  going  public  in  droves.  There 
are  now  over  320  firms  listed  on  the 
KSE,  vs.  66  in  1972.  Average  volume: 
4.3  million  shares  daily,  vs.  290,000  in 
1972.  The  value  of  all  listed  stocks  has 
reached  an  impressive  $5  billion.  The 
number  of  shareholders  quadrupled  in 
the  last  two  years  alone.  Last  year  com- 
panies raised  nearly  $400  million 
through  equity  offerings,  as  against  $33 
million  in  1972.  (Add  to  this  funds  raised 
in  Korea's  bond  market,  and  the  boys  of 
Myungdong  provided  Korea's  firms  with 


over  $700  million  in  new  capital  last 
year,  a  1,300%  increase  in  five  years.) 

From  reading  newspapers,  Americans 
might  conclude  that  South  Korea  is  a 
corrupt,  seething  mass  of  political  un- 
rest, kept  in  check  by  a  ruthless  secret 
police.  The  press  has  all  but  ignored  a  far 
more  significant  story:  While  communist 
North  Korea  is  stagnating,  South  Korea 
is  creating  an  economic  miracle.  Like 
Japan,  South  Korea  is  an  unlikely  source 
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Widows  Beware:  Before  collapsing  in  1963  the  Korea 
Stock  Exchange  was  best  known  for  "rigging  and 
cornering."  Today  it's  cleaner,  but  hardly  pristine. 


for  such  miracles:  It  has  few  natural  re- 
sources; it  has  only  a  resourceful  popula- 
tion and  a  productive  society. 

South  Korea  s  GNP  has  grown  more 
than  sevenfold  since  1970,  to  $31.5  bil- 
lion last  year.  Korea  has  beaten  just 
about  all  countries  in  the  labor-intensive 
international  construction  business.  It  is 
beginning  to  make  strides  into  such 
capital-intensive  businesses  as  steel, 
shipbuilding  and  consumer  electronics. 
Last  year  this  "poor"  country  ran  an 
$800-million  trade  surplus  against  the 
U.S.  The  country's  export  sales  are 
growing  at  45%  annually;  Korea  now  sits 


on  about  $4  billion  in  foreign  exchange 
reserves. 

The  political  unrest  and  the  alleged 
repression  exist  but  are  counterbalanced 
by  the  rising  level  of  prosperity.  President 
Park  knows  this  and  thus  has  every  incen- 
tive to  keep  the  level  rising.  Which  can 
only  be  good  news  for  the  stock  market. 

Alas!  It  is  almost  impossible  for  foreign 
investors  to  get  in  on  P/Es  around  six, 
17%  yields  and  high  appreciation.  For 
the  time  being  the  government 
doesn't  want  them.  Korean  law 
says  that  a  foreigner  who  is  a 
resident  in  Korea  for  at  least  six 
months  may  buy  shares.  But  he 
can  only  repatriate  his  principal. 
Profits  must  stay  in  the  country. 
Says  an  American  investor  just 
back  from  Seoul:  "As  far  as  I  can 
see  it's  a  closed  market  and  there 
doesn't  seem  to  be  much  senti- 
ment to  open  it  up  [to 
foreigners]." 

The  problem  is  that  South  Ko- 
rea already  has  all  the  foreign 
reserves  it  needs  and  then  some. 
The  inflow  of  funds  is  threaten- 
ing to  upset  the  Park  govern- 
ment's target  of  holding  inflation 
to  10%.  But  investors  with  a  long 
memory  recall  what  happened  to 
foresightful  foreigners  who  got 
into  the  Japanese  stock  market  in 
the  mid-Fifties.  At  that  time  Ja- 
pan, too,  put  restrictions  on  cap- 
ital repatriation.  But  in  the  end  it 
took  the  wraps  off  and  big  money 
was  made  by  those  who  got  in 
ahead  of  the  liberalization. 

The  reverse  situation,  to  be 
sure,  is  not  risk  free.  Should 
prosperity  falter,  unrest  could 
reach  serious  proportions.  And 
then  there  is  communist  North 
Korea  ruled  by  the  erratic  Kim  II 
Sung  watching  resentfully  across 
an  artificial  border  and  armed  to 
the  teeth.  On  the  other  hand  you 
could  say  the  same  thing  about 
East  Germany's  jealousy  of  West 
Germany  s  prosperity — and  who 
really  thinks  West  Germany  is 
about  to  fall? 

  Listen  to  John  Templeton,  65, 

the  wizard  behind  Templeton 
Growth  Fund  Ltd.  who  was  one  of  the 
first  investors  in  Japanese  stocks — a  ma- 
jor reason  why  his  fund's  value  has 
increased  14  times  since  1955 — and  who 
already  has  personal  investments  in  Ko- 
rea: "There's  little  doubt  in  my  mind  that 
South  Korea  will  grow  much  faster  than 
other  nations.  I  don't  feel  I  can  invest  my 
funds  money  there  only  because  the 
government  won't  allow  it  to  be  convert- 
ed to  dollars  [and  repatriated].  But  my 
sources  in  Korea  think  that  will  change 
soon,  probably  within  five  years.  When 
that  happens  their  stock  prices  will  really 
start  to  take  off!"  ■ 
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The  Story  Of  The 
Phantom  Smelter 


It  doesn't  exist,  probably  won't  for  many  years,  but  the  phantom 
zinc  smelter  has  become  a  lively  subject  in  Irish  politics. 


By  MARILYN  DAMMERMAN 

The  Russians  vie  with  a  U.S.  conglom- 
erate over  the  contract  for  an  obviously 
loss-making  project.  What  secret  aims 
are  the  two  sides  pursuing?  What  strate- 
gic interests  are  at  stake?  And  why,  of  all 
places,  in  Ireland? 

This  may  sound  like  the  dust  jacket  of 
a  spy  novel,  but  in  fact  it  is  the  climax  of 
a  real-life  story  that  has  been  unwinding 

In  1970  some  Irish  businessmen,  with 
Canadian  backing,  discovered  Europe's 
largest  zinc  and  lead  deposit  in  a  region 
near  Dublin  called  Tara,  the  ancient  seat 
of  the  Celtic  kings.  One  Irish  govern- 
ment after  another  has 
talked  of  building  a  smelter 
so  that  Ireland  would  be 
able  to  export  zinc  metal, 
worth  twice  as  much  as 
milled  ore.  Last  spring  New 
Jersey  Zinc,  a  subsidiary  of 
Gulf  &  Western,  was  cho- 
sen to  build  a  $200-million 
electrolytic  smelter  to  open 
in  late  1981.  NJZ's  Irish- 
American  President  Law- 
rence O'Rourke  flew  to 
Dublin  for  the  occasion. 

Now,  a  year  later,  all  is  in 
disarray.  July  brought  a 
change  of  government,  and 
winter  brought  a  reception 
at  which  the  new  industry 
minister,  Desmond  O'Mal- 
ley,  was  approached  by  So- 
viet Ambassador  Anatoly 
Kaplin.  The  ambassador 
ventured  that  the  Soviet 
Union  was  also  interested  in 
building  an  Irish  smelter. 
Soon  after,  O'Malley  re- 
ceived a  letter  that  trans- 
formed the  idle  cocktail  par- 
ty chat  into  a  formal 
expression  of  Russian  inter- 
est. "A  smelter  for  every 
crossroads?"  a  Dublin  news- 
paper headline  queried  sar- 
castically when  the  offer  was 
made  public. 

Two  smelters?  Not  very 


likely.  Zinc  smelting  is  no  gold  mine  in 
the  best  of  times,  and  this  is  the  worst  of 
times.  The  European  zinc  price  has  fall- 
en 75%  since  1974,  to  21  cents  a  pound. 
At  that  price  virtually  all  of  the  world's 
smelters  and  mines  are  in  the  red.  In- 
dustry experts  say  that  unless  consump- 
tion grows  faster  than  historical  rates  and 
already-discovered  ore  bodies  (like  Ire- 
land's Rula  deposit)  are  left  in  the 
ground,  the  glut  will  still  exist  in  1984. 

So  who  wants  an  Irish  smelter  in  1982? 
Chances  are  that  neither  the  govern- 
ment nor  NJZ  does  right  now.  A  zinc 
smelter  makes  sense  for  Ireland  only  if 
downstream  industries  like  die-casting, 
battery-making  and  zinc-based  ehemi- 


zinc  (zThgk),  n.  [G.  zink,  of  unknown  origin;  cf.  F.  zinc, 
fr.  G.]  1.  Chem.  A  bluish-white  crystalline  metallic  ele- 
ment, brittle  when  cold,  malleable  at  110-210°  C.  (230- 
410°  F.),  and  brittle  at  260°  C.  Symbol,  Zn;  at.  no.,  30; 
at  wt.,  65.38.  Zinc  occurs  abundantly,  but  probably 
never  in  the  native  state.  Its  chief  ores  are  sphalerite  or 
blende,  smithsonite,  and  calamine.  In  New  Jersey  willem- 
ite  ana  zincite  are  ores  of  zinc,  and  franklimte  is  used,  for 
making  zinc  oxide.  The  metal  is  obtained  by  distillation, 
by  heating  an  intimate  mixture  of  ore  and  carbon  (blende 
must  first  be  roasted:  smithsonite  and  calamine  are  often 
first  calcined).  In  the  Belgian  process  the  mixture  is 
heated  in  tubular  or  cylindrical  clay  retorts  in  a  furnace 
(.Belgian  furnace) ;  in  the  Silesian  process  the  distill- 
ing vessels  are  larger  and  muffle-shaped,  and  the  furnace 
(Silesian  furnace)  is  heated  to  a  higher  temperature. 
Some  of  the  zinc  vapor  condenses  to  a  bluish  powder  known 
as  sine  dust,  which  contains  several  per  cent  of  oxide,  and 
is  used  chiefly  as  a  reducing  agent.  The  remainder  of  the 
zinc  collects  as  a  liquid  and  is  cast  into  slabs.  If  melted 
zinc  is  poured  slowly  into  water,  it  forms  thin,  brittle  flakes 
of  granulated,  or  mossy,  sine.  Sp.  gr.  (of  pure  zinc), 
7.14:  weight  of  a  cubic  foot,  445  lbs.  Zinc  melts  at  4194°  C. 
(787°  F.)  and  boils  at  907°  C.  It  tarnishes  only  slightly,  in 
moist  air  at  ordinary  temperatures.  At  sufficiently  high 
temperatures  it  burns  in  air  with  a  brilliant  bluish-green 
flame,  forming  the  oxide.  Commercial  zinc,  or  pure  zinc 
when  in  contact  with  almost  any  other  metal,  dissolves 
readily  in  dilute  acids.  Zinc  is  used  to  make  roofing, 
sheathing,  etc.,  to  coat  iron  (see  galvanized  ikon),  to  make 
alloys,  as  brass,  in  voltaic  cells,  etc.  Zinc  has  a  valence  of 
two,  and  has  acid  properties  as  well  as  basic  ones.  See 
zincate.   Its  salts  are  poisonous. 

2.  A  piece  of  zinc  for  use  in  a  voltaic  cell. 

3.  Short  for  zinc  oxide,  zinc  sulphide,  etc. 

4.  A  color,  bluish-red  in  hue,  of  very  low  saturation  and 
high  brilliance.  It  is  bluer  than  dove  gray.  Called  also 
cloud  gray,  gray  dawn.    Cf .  color. 

5.  Bookbinding.  [pZ.]  Objects  made  wholly  or  partly  of 
zinc,  as  metal  fenders,  etc. 

Combinations  and  phrases  are: 
zinc-coated         zinc  fixer  zinc-roofed 
zinc-etched         zinc-lined         zinc  sampler 


cals  can  be  developed,  since  the  smelter 
itself  would  provide  only  500  jobs. 

NJZ  would  like  to  break  into  the  Euro- 
pean zinc  "cartel.'  But  it  is  already  hard- 
pressed  by  the  zinc  crash.  NJZ's  repre- 
sentative in  Dublin,  Sean  McHale,  says 
the  feasibility  study  NJZ  submitted  in 
late  January  shows  the  proposed  smelter 
making  a  profit,  "but  a  lean  one — leaner 
than  we  would  like."  This  was  based  on 
September  figures;  since  then  the  zinc 
price  has  dropped  10%.  Top  Irish  mining 
executives  do  not  believe  that  NJZ  will 
go  ahead  soon.  The  Industrial  Develop- 
ment Authority,  which  is  in  the  business 
of  attracting  new  industry,  is  trying  to 
put  a  brave  face  on  things.  The  IDA 
would  provide  grants  for 
perhaps  10%  of  the  $200- 
million  plant,  plus  the  tax 
holiday  on  exports  that  all 
companies  get  in  Ireland. 
The  IDA's  Martin  Lowery, 
a  solemn  young  man  whose 
job  it  is  to  make  a  recom- 
mendation to  the  industry 
minister  on  the  NJZ  feasibil- 
ity study  and  the  Russian 
offer,  seems  committed  to  a 
smelter  and  to  NJZ. 

But  the  Russian  offer  has 
its  attractions.  The  Soviets 
have  mentioned  a  zinc  and 
lead  smelter;  the  lead  mar- 
ket is  healthier  than  the 
zinc.  Lev  Krasilnikov,  the 
Soviet  commercial  attache' 
in  Dublin,  says  the  Soviet 
Union  does  not  believe  in 
holding  equity  but  would 
simply  build  the  smelter  for 
the  Irish  government  in  re- 
turn for  a  percentage  of  the 
output  at  a  low  price. 

A  free  smelter?  One  ex- 
planation is  that  the  Rus- 
sians, touchy  about  criticism 
of  their  trade  surplus  with 
Ireland  because  of  Irish  oil 
purchases,  decided  to  offer 
to  wipe  out  the  imbalance  at 
a  stroke — figuring  the  Irish 
would  never  accept.  And  if 
the  Russians  are  serious?  A 
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smelter  in  Ireland  would  be  the  Soviet 
Union  s  first  complex  industrial  plant  in 
the  developed  West. 

The  Irish  have  some  other  theories. 
Ireland  seems  curiously  important  to 
the  Russians,  probably  as  a  convenient 
place  from  which  to  "keep  an  eye  on" 
Britain;  there  is  no  passport  control 
between  the  two.  One  government  offi- 
cial says  the  Russians  would  like  to 
counter  U.S.  weight  on  the  island.  An- 
other says,  "It's  a  harmless  way  of  rnak- 
ing  the  Americans  and  British  just  a 
little  nervous." 

Few  Irish  businessmen  think  a  Soviet 
smelter  is  actually  going  to  go  up  in 
Ireland.  Some  even  suggest  that  the  gov- 
ernment is  only  dallying  with  the  Soviet 
offer  to  scare  NJZ  into  action. 

Brendan  Hynes,  chief  executive  of 
Tara  Mines,  which  once  proposed  its 
own  smelter,  puts  the  question  in  per- 
spective. "The  issue  used  to  be  draining 
the  Shannon'  [western  Ireland's  low-ly- 
ing Shannon  River  basin].  Over  the 
years  more  national  elections  were  won 
or  lost  on  draining  the  Shannon  than  on 
anything  else.  I  think  the  board  of  works 
finally  did  it — piecemeal,  Hynes  re- 
calls. "Building  the  smelter,"  he  says,  "is 
like  'draining  the  Shannon.'  "  ■ 


Comrade  Coal  Boss 

If  a  Soviet  smelter  for  Ireland  sounds  bizarre,  consider  this:  Coal  strike  or 
no,  Russia's  East  bloc  neighbor,  Rumania,  is  investing  $53  million  in  a  Virginia 
coal  mine. 

The  Rumanian  state  company  Mineralimportexport  has  a  joint  venture  with 
Island  Creek  Coal  Co.,  a  subsidiary  of — you  guessed  it — Occidental  Petro- 
leum. It  is  Rumania's  first  industrial  investment  in  the  West.  The  $53  million 
will  finance  development  of  the  mine,  and  the  Rumanians  will  be  paid  back  in 
reduced  prices  for  up  to  27  million  tons  ($2-billion  worth)  of  high-grade 
metallurgical  coal. 

Buying  into  a  mine  in  Buchanan  County,  Va.  may  seem  strange  for  Ruma- 
nia^— whose  trading  partner,  Poland,  has  a  huge  coal  industry.  But  it  is  a  way  of 
diversifying  sources  and  obtaining  a  secure  supply  at  a  low  price.  And  Poland, 
which  has  largely  built  its  economy  on  coal,  would  much  rather  sell  for  hard 
currency  to  the  West  than  to  Rumania. 

The  Rumanian  Foreign  Trade  Bank  raised  the  $53  million  on  the  Eurodollar 
market  in  February,  with  First  Chicago,  the  London  investment  bank  of  the 
First  National  Bank  of  Chicago,  managing  the  loan.  William  Curran,  managing 
director  of  First  Chicago,  says  the  bank,  which  does  a  lot  of  business  in  Eastern 
Europe,  prefers  this  kind  of  loan  to  the  general  country  loans  it  has  managed  in 
the  past.  "This  kind  of  financing  integrates  Comecon  with  the  West.  It's  a 
commercial  project  that  we  can  understand." 

This  is  not  the  only  time  the  East  bloc  has  switched  from  its  traditional 
pattern  of  buying  industrial  plant  from  the  West  paid  for  with  Eastern  raw 
materials  or  products  from  the  plant.  In  January  the  Soviet  Union  signed  a  $2- 
billion  deal  with  Morocco  that  will  provide  the  Russians  with  phosphates  for 
the  next  30  years.  Besides  development  of  its  phosphate  deposits,  Morocco 
will  get  a  port,  a  railway,  oil,  ammonia  and  timber  in  exchange.  — M.D. 


Snake  Eyes  Again? 


El  Paso  Natural  Gas  cooks  up  deal  after  deal,  and  they  fizzle. 
It  finally  has  a  winner,  but  this,  too,  may  turn  bad. 


By  PAUL  GIBSON 

This  should  have  been  his  finest  hour — 
the  moment  when  Howard  Boyd,  long- 
time chairman  of  El  Paso  Co.,  the  $1.7- 
billion  (sales)  pipeline  holding  company, 
would  redeem  his  previous  failures. 

Last  month  the  El  Paso  Sonatrach  a 
snub-nosed,  French-built  tanker,  com- 
pleted her  maiden  voyage  from  Algeria, 
sailing  up  the  Chesapeake  Bay  to  dock  at 
remote  Cove  Point,  Md.  She  is  the  first 
of  nine  such  carriers  El  Paso  plans  to  put 
on  the  run.  On  board  was  the  liquid 
equivalent  of  almost  2.5  billion  cubic  feet 
of  natural  gas,  enough  fuel  to  heat  a  city 
the  size  of  Jersey  City,  N.J.  for  a  month. 

Boyd  signed  the  deal  to  import  that 
liquefied  natural  gas  over  eight  years 
ago,  but  his  time  of  triumph  is  badly 
marred.  A  major  storm  is  developing 
over  the  future  of  imported  LNG,  and  El 
Paso  is  caught  in  the  thick  of  it.  Already 
Energy  Secretary  James  Schlesinger  is 
voicing  concern  over  the  high  prices  of 
Algerian  natural  gas.  In  January  a  Gener- 
al Accounting  Office  draft  report  was 
leaked  in  Washington  sharply  criticizing 


the  federal  government's  present  safety 
regulations  for  LNG  storage  facilities. 
Almost  predictably,  Doubleday  &  Co.  in 
late  March  rushed  to  the  bookstores 
copies  of  Time  Bomb,  a  lurid  expose  of 
the  alleged  dangers  of  shipping  LNG  by 
tanker.  Almost  overnight  LNG  is  replac- 
ing nuclear  power  plants  as  the  favorite 
target  for  protesters. 

Howard  Boyd  must  be  downright 
glum  at  the  prospect.  Ever  since  he  took 
charge  at  El  Paso  in  1965,  Boyd,  now  68, 
a  lawyer  by  training  and  a  gambler  by 
inclination,  has  bet  heavily  on  exotic 
schemes  whose  disastrous  results  only 
complicated  the  company's  chronic  gas 
shortage.  Now  El  Paso  has  over  $1  bil- 
lion tied  up  in  the  LNG  tanker  project. 
From  the  profits  he  expected  to  make  on 
those  vessels,  Boyd  had  high  hopes  for  a 
second  big  contract  that  would  bring  an- 
other billion  cubic  feet  of  Algerian  natu- 
ral gas  into  the  U.S.  each  day  in  the 
1980s.  The  question  is,  has  he  rolled 
snake  eyes  again? 

Early  on,  Boyd  had  El  Paso  diversify 
into  textiles  and  copper.  In  1977  El  Paso 
eventually  managed  to  sell  off  its  textile 


subsidiary  Beaunit,  a  perennial  money- 
loser,  but  not  before  it  had  taken  a  $53.7- 
million  aftertax  writeoff.  As  for  copper, 
that's  another  loser.  So  far  El  Paso  has 
poured  $96  million  into  a  mine  near  Casa 
Grande,  Ariz.  For  this  property  to  break 
even,  copper  prices  must  climb  by  over 
20  cents  a  pound.  With  little  prospect  of 
that,  the  mine  was  shuttered  last 
September. 

Then  there  were  Boyd's  billion-dollar 
schemes  to  transport  LNG  from  Siberia, 
Alaska  and  Algeria.  When  unveiled  in 
1973,  El  Paso's  Russian  venture,  involv- 
ing a  fleet  of  LNG  tankers  and  miles  of 
pipelines,  created  quite  a  flurry  of  news- 
paper headlines.  But  these  days  the 
company  says  little  if  anything  about  Si- 
beria. Like  detente  itself,  the  deal  is  on  a 
back  burner. 

Boyd  got  his  plan  for  building  a  natural 
gas  pipeline  across  Alaska  onto  the  draw- 
ing board.  But  no  further.  Ei  Paso 
scrapped  that  plan  late  last  year  and  took 
another  sharp  $21-million  pretax 
writeoff. 

By  contrast,  Boyd's  deal  with  the  Al- 
gerians looked  like  a  winner  at  last.  With 
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loans  from  French  banks  and  bonds 
backed  by  the  U.S.  Maritime  Adminis- 
tration, El  Paso  is  spending  over  $1  bil- 
lion to  build  its  nine  cryogenic  tankers. 

El  Paso  is  paying  Sonatrach,  the  Alge- 
rian national  oil  and  gas  company,  about 
36  cents  a  thousand  cubic  feet  for  the 
gas.  This  it  will  sell  at  cost  plus  shipping 
charges  to  three  U.S.  utilities — Colum- 
bia Gas  Systems,  Consolidated  Natural 
Gas  and  Southern  Natural  Gas — which 
in  turn  will  regasify  the  liquid  at  their 
East  Coast  terminals  in  Maryland  and 
Georgia. 

For  its  middleman  role,  El  Paso  ex- 
pects to  earn  a  handsome  16%  return  on 
its  equity  investment.  This  will  mean 
roughly  $75  million  a  year  in  profits  once 
the  natural  gas  shipments  reach  their 
peak  level  late  in  1979.  That's  $1.70  a 
share  vs.  the  60  cents  El  Paso  netted  in 
1977.  Some  sweet  deal. 

Boyd  is  a  man  who  believes  in  putting 
his  profits  to  use  long  before  he  banks 
them.  In  1975  he  arranged  another  deal 
with  the  Algerians.  This  time  he  planned 
that  El  Paso  would  be  much  more  than  a 
middleman.  It  would  again  transport  the 
gas  but  would  sell  only  a  third.  The  other 
two-thirds  it  would  regasify  and  pump 
into  its  own  pipeline  system.  Why  cut  in 
others  when  you  are  going  to  be  flush 
with  that  much  cash? 

As  word  of  the  proposed  deal  spread, 
El  Paso's  stock  began  to  soar.  Bucking 
the  market  trend,  El  Paso  in  18  months 
almost  doubled,  to  around  20,  in  mid- 
1977.  Lately,  however,  El  Paso  has  skid- 
ded to  around  14,  below  book  value. 

Trouble  is,  Boyd's  second  Algerian 
deal  looks  anything  but  a  winner.  Its 
contract  with  Sonatrach  lapsed  last  Dec. 
31  when  the  U.S.  government  refused  to 
give  the  necessary  approvals.  Whether 
Sonatrach  will  allow  El  Paso  to  reopen 


Troubled:  His  penchant  for  cooking 
up  exotic  schemes  is  again  giving 
El  Paso's  Howard  Boyd  indigestion. 


negotiations  later,  Boyd  isn't  saying. 

What  went  wrong  for  Boyd  is  that 
Algeria  is  no  longer  offering  cheap  natu- 
ral gas.  The  Algerians  now  want  $1.30  a 
thousand  cubic  feet,  over  three  times 
what  Boyd  paid  on  his  first  deal.  This 
means  the  price  to  pipeline  companies 
will  be  well  over  $3.50  for  Algerian 
LNG.  Compare  this  with  the  $1.48  or  so 
now  typically  paid  for  U.S.  interstate 
gas.  To  soften  the  blow,  El  Paso  and 


other  utilities  trying  to  import  LNG  pro- 
pose the  price  of  imports  be  rolled  in 
along  with  changes  for  domestic  natural 
gas  to  form  an  average  price. 

Energy's  Schlesinger  doesn't  like  that 
idea.  While  he  hasn't  yet  rejected  it 
outright,  he  is  dropping  less  than  subtle 
hints  that  he  will  insist  on  incremental 
charges  being  paid  on  imported  gas.  His 
department  is  also  suggesting  to  utilities 
that  their  funds  might  be  better  em- 
ployed on  coal  gasification  projects  in- 
stead of  on  expensive  LNG  facilities  that 
benefit  foreigners — and,  in  the  case  of 
the  Algerians,  ideologically  hostile 
foreigners. 

To  the  Carter  Administration,  import- 
ing LNG  is  no  longer  a  cheap  fix  for  our 
energy  problems.  Rather  it  threatens  to 
increase  our  balance-of-payments  deficit 
and,  if  anything,  makes  the  U.S.  more 
dependent  than  ever  on  Middle  East 
energy  supplies. 

Because  of  Boyd's  big  push  into  LNG, 
El  Paso  now  carries  almost  $3  of  debt  for 
each  $1  of  equity.  This  poses  severe 
problems.  Its  first  Algerian  venture  was 
inevitably  delayed,  and  El  Paso  had  to 
pay  $25  million  or  so  for  laying  up  part  of 
its  fleet.  Furthermore,  its  balance  sheet 
is  laden  with  other  deferred  charges 
against  projects  including  Algeria  Two 
that  may  eventually  have  to  be  written 
off.  Yet  another  problem  is  that  it  must 
repay  over  $500  million  by  1982  in  ma- 
turing long-term  debts. 

When  things  were  going  better,  Boyd 
would  hold  a  press  conference  at  the 
drop  of  a  hat,  but  these  days  he  is  saying 
little  if  anything  to  reporters. 

One  thing,  however,  is  clear:  Boyd  is 
not  about  to  quit  yet.  Last  month  El 
Paso's  President  Hugh  F.  Steen  retired 
at  66.  Boyd — two  years  older — stayed 
on.  For  one  more  roll  of  the  dice?  ■ 


Read  The  Big  Print 

A  good  many  companies  will  be  breaking  out  revenues 
and  profits  by  division  for  the  first  time  this  year.  Says 
one  expert:  "This  information  will  be  manipulated 
more  than  any  other  information  in  history/' 


It's  the  fine  print,  traditionally,  that 
carries  some  of  the  most  meaningful  but 
exquisitely  obscured  information  in  a 
company's  annual  report.  This  spring, 
with  the  customary  deluge  of  reports 
about  to  rain  down  upon  stockholders 
across  the  land,  don't  overlook  the  big- 
ger print.  A  new  accounting  rule  re- 
quires companies  to  break  out  audited 
results  by  major  operating  divisions  or 
"business  segment."  Dow  Chemical,  for 
instance,  will  this  year  show  audited 


sales,  earnings  and  asset  figures  for  its 
chemicals  and  metals  business;  plastics 
and  packaging;  and  bioproducts  and  con- 
sumer products. 

Just  how  informative  such  breakouts 
will  be  remains  to  be  seen.  "This  infor- 
mation," says  accounting  expert  Lee 
Seidler,  fairly  grinning  in  anticipation, 
"will  be  manipulated  more  than  any  oth- 
er information  in  history."  Seidler,  a 
sandy-haired  43-year-old,  is  truly  enti- 
tled to  his  skepticism.  A  former  auditor 


for  Price  Waterhouse,  he  works  for  Bear, 
Stearns  as  a  consultant  on  accounting 
issues  and  is  currently  deputy  chairman 
of  the  Commission  on  Auditors'  Respon- 
sibilities, appointed  by  the  American  In- 
stitute of  CPAs.  He  also  teaches  a  lively 
course  at  New  York  University  which  he 
c'alls  "How  to  Manipulate  a  Financial 
Statement,"  but  which  the  sober  NYU 
catalog  refers  to  as  "Financial  Account- 
ing Policies." 

An  individual  executive's  advance- 
ment within  a  company,  Seidler  notes, 
usually  hinges  on  his  division's  or  subsid- 
iary's profit.  One  way  to  get  profit  for 
your  division,  of  course,  is  to  spirit  it 
away  from  another.  "It's  one  thing  to 
work  harder,"  Seidler  says,  "but  a  smart 
executive  also  knows  that  the  other  thing 
is  to  get  a  low  transfer  [intraeompany] 
price  from  another  division  in  the  com- 
pany for  raw  materials,  and  a  high  trans- 
fer price  when  he  sells  to  another  divi- 
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sion.  There's  little  question  in  my  mind 
that  the  auditors  will  have  trouble  coping 
with  this." 

As  with  individuals  in  divisions,  so 
with  corporate-level  brass.  Competitive 
considerations  may  prompt  a  company's 
top  executives  to  allocate  costs  among 
their  various  lines  of  business  in  a  less- 
than-objective  manner.  Seidler  suspec  ts 
that  companies  wouldn't  want  to  adver- 
tise high  returns  in  easy-to-enter  'busi- 
nesses, lest  they  attract  competition.  So 
where  discretion  can  be  exercised — le- 
gally, of  course — he  thinks  they'll  "put 
their  profits  elsewhere.  Companies  with 
potential  antitrust  problems  will  also 
have  strong  incentive  to  manage  their 
results  for  sensitive  lines.  For  such  rea- 
sons, Seidler  believes  that  the  segment- 
ed figures  will  be  useful,  but  that  they 
had  better  be  taken  with,  a  rather  large 
dose  of  salt. 

This  year  an  unusually  large  number 
of  companies  will  also  be  reporting  on 
plant  closings,  especially  in  import- 
plagued  industries  like  steel.  This, 
Seidler  says,  is  another  fertile  area  for 
creative  accounting.  "We  are  preparing  a 
report  on  the  Bethlehem  Steel  situa- 
tion," he  says,  referring  to  the  staggering 
$750-million  writeoff  that  Bessie  an- 
nounced last  August  when  it  curtailed 
operations  at  several  plants.  "The  write- 
off consisted  of  three  basic  elements: 
first,  $167  million  for  the  undepreciated 
book  value  of  the  plants,  net  of  scrap 
value.  That's  probably  not  susceptible  to 
too  much  manipulation.  Second,  there's 
$100  million  for  anticipated  losses  on 
contracts.  That's  a  relatively  softer  num- 
ber. Then  there's  $483-million  worth  of 
present  value  of  estimated  pension  bene- 
fits— the  additional  pension  cost  due  to 
the  firing  of  the  workers.  That's  an  ex- 
traordinarily soft  number." 

The  reason  Bessie's — and,  of  course, 
other  firms' — pension  liabilities  are  all  so 
"soft"  is  that  they  are  arrived  at  following 
a  series  of  actuarial  assumptions.  The 
two  most  important  assumptions  are  the 
anticipated  rate  of  inflation  and  the  dis- 
count rate  used  to  determine  present 
value  of  future  payouts.  A  slight  adjust- 
ment in  either  assumption  can  make  a 
multimillion-dollar  difference.  If  Bethle- 
hem Steel's  accountants  have  been  ex- 
cessively conservative  in  estimating  their 
company's  future  pension  costs,  Seidler 
says,  "they  could  easily  improve  a  profit 
in  future  years  by  taking  it  back  into 
earnings  [as  actual  payouts  are  less  than 
expected]." 

There's  other  news  on  the  pension 
front.  In  the  past,  companies  have  not 
been  required  to  disclose  the  actuarial 
assumptions  behind  their  estimated  pen- 
sion liabilities.  No  more.  The  Employee 
Retirement  Income  Security  Act 
(EHISA)  now  requires  firms  to  file  the 
assumptions — along  with  extensive  in- 
formation concerning  the  estimated  size 


of  future-  liabilities — in  documents  that 
will  soon  be  available  to  the  public. 
"That  information,  I  think,  will  have  a 
substantial  impact  on  the  capital  mar- 
kets," says  Seidler.  "Unfunded  pension 
liabilities  have  not  been  recognized  in 
balance  sheets,  or  even  disclosed  in 
many  cases."  Yet  large  sums  are  in- 
volved: Chrysler  s  1976  unfunded  pen- 
sion liability  is  about  $2  billion,  for 
example. 

The  more  flagrant  accounting  tricks 
that  flourished  in  the  go-go  Sixties — such 
as  hyping  earnings  by  front-ending  rev- 
enues, or  deferring  research  and  devel- 
opment costs — have  been  eliminated  by 
new  accounting  rules.  Except  for  a  few 
areas,  companies  have  far  less  discretion 
in  picking  different  accounting  methods. 
So,  such  manipulation  as  survives  is,  to 
use  Seidler's  term,  moving  "under- 
ground"— to  those  areas  where  subtle 
and  undisclosed  (but  legal)  "judgment 
calls"  can  be  made. 

"Take  a  company  that  makes  a  product 
like  your  tape  recorder,"  Seidler  says, 
pointing  to  a  Forbes  reporter  s  cassette 
machine.  "There  s  a  warranty  on  that 
product.  They  have  to  establish  a  reserve 
for  future  claims  under  the  warranty. 
How  big  should  the  reserve  be?  They 
have  some  statistics  about  previous  war- 
ranty claims,  but  suppose  this  is  a  new 
model  with  new  circuitry.  If  income  is  a 
little  too  high  this  year,  the  company 
could  get  very  pessimistic  about  the  war- 
ranty situation.  On  the  other  hand,  if 
income's  too  low,  the  firm  says,  Well, 
we've  switched  to  solid-state  electronics, 
which  is  much  more  reliable  than  the 
kind  of  technology  we  had  before. 
Therefore  our  warranty  reserve  can  be 
much  smaller.'  How  can  an  auditor  argue 
with  that?" 

Or  take  motion  picture  accounting,  a 
hot  topic  these  days.  "When  a  motion 
picture  is  put  out  on  distribution,  part  of 
the  cost  of  the  picture  is  going  to  be 
charged  against  the  theater  revenues,  and 
some  against  the  subsequent  television 
revenues,"  says  Seidler.  "How  much 
should  go  against  which?  This  is  a  decision 
made  before  the  picture  goes  out.  How 
can  anyone  argue  with  it?  It's  very  difficult 
to  say  now  what  proportion  of  the  cost  of  a 
$10-million  movie  should  be  allocated  to 
the  TV  sales  which  will  be  made  three 
years  hence.  This  is  another  example  of 
the  kind  of  internal  manipulation  that  you 
cannot  detect  from  the  outside." 

If  this  kind  of  manipulation  can't  be 
detected,  what  can  a  skeptical  annual 
report  reader  do? 

In  his  course  at  NYU,  Seidler  teaches 
his  students  to  establish  a  checklist  of 
items  to  look  for  in  deciding  how  much 
manipulation  could  be  taking  place  in  a 
financial  statement.  The  idea  is  this:  Ev- 
ery company  really  does  earn  a  "true" 
amount  of  income  over  the  years,  al- 
though, Seidler  quips,  "We  don't  know 


how  much  until  we  get  to  heaven."  Re- 
ported income  must  fall  within  a  range 
around  "true"  income.  "The  key  ques- 
tion is,  how  wide  is  that  range?"  says 
Seidler.  "What  are  the  key  characteris- 
tics of  an  industry,  and  of  a  company 
within  that  industry,  which  tend  to  make 
the  range  narrow  or  large?" 

Seidler's  checklist  of  red  flags 
includes: 

•  The  amount  of  joint  costs  to  be  allo- 
cated over  time,  such  as  the  cost  of  a 
movie  being  allocated  against  theater 
and  television  revenues. 

•  The  amount  of  uncertainty  associat- 
ed with  measurements  in  the  company, 


A  Report  On  Reports:  Companies  will 
provide  more  information,  says  Lee 
Seidler,  but  beware  the  "soft"  stuff. 


such  as  that  involved  in  establishing  a 
reserve  for  future  tape  recorder  warranty 
claims. 

•  The  extent  to  which  accounting 
rules  fail  to  cover  the  type  of  business 
practice  the  company  engages  in.  In  the 
Sixties,  for  instance,  it  was  a  paucity  of 
rules  covering  franchise  accounting  that 
led  to  some  flagrant  abuses. 

At  least,  Seidler  says,  a  checklist  like 
his  will  give  you  some  idea  of  the  extent 
to  which  you  can  accept  reported  figures 
at  face-  value.  You  might  put  it  this  way: 
If  the  practice  of  accounting  is  an  art 
rather  than  a  science,  then  so  is  the 
practice  of  making  sense  of  the  accoun- 
tant s  product.  " 
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Is  The  Market  Doing  Better 
Than  We  Think,  Or  Worse? 

In  terms  of  purchasing  power,  the  Dow  jones 
industrials  average  is  even  lower  than  it  looks. 
But  in  earnings  and  dividends,  the  investor  has  done  better. 


The  decxine  in  the  Dow  Jones  industri- 
als is  b\  no  means  a  complete  measure  of 
the  damage  suffered  by  equity  investors 
over  the  past  dozen  years.  The  chart 
below  shows  the  Dow  Jones  industrials 
as  adjusted  for  inflation — that  is.  the  real 
purchasing  pow  er  of  the  index 

At  its  lowest  point  in  1966.  the  DJI 
stood  about  where  it  stands  today S  near 
740  But  the  deflator  show  s  that  the  in- 
vestor has  certainly  not  broken  even. 
The  purchasing  power  of  the  dollar  today 
is  just  about  half  what  it  was  in  1966;  a 
dollar  will  buy  half  as  much  in  terms  of 
automobile  or  bouse  or  vacation  trip  as  it 
would  then.  It  is  nothing  better  than  the 
illusion  of  breaking  even  to  have  the 
same  number  of  dollars  when  those  dol- 
lars buy  only  half  as  much.  In  purchasing 


p</wer  terms,  the  L/Jl  n/.nc  standi  at  xfU. 
Those  wbo  predicted  doom  for  the  stock 
market  were  not  so  wTong  after  all. 

If  you  measure  from  the  top  of  the 
market  in  1966  instead  of  from  the  bot- 
tom, the  damage  is  much  worse:  The 
market,  as  measured  by  the  DJI.  has  lost 
62^  of  its  purchasing  pow  er  By  way  of 
comparison,  the  Dow  lost  74%  of  its 
purchasing  power  between  its  Novem- 
ber 1929  low  of  199  and  its  rock  bottom 
in  July  of  1932. 

But  wait.  All  is  not  lost.  Looked  at  in 
terms  of  earnings  and  dividends,  the  in- 
vestor has  done  better.  Per-share  earn- 
ings on  the  Dow  were  S57.66  in  1966; 
through  September  of  last  year  they 
were  $89.86.  a  pain  of  569c  Dividends 
on  the  Dow  were  $31.89  in  1966;  thev 


were  $45.84  in  1977.  a  gain  of  44cSr 
Neither  the  rise  in  Dow  earnings  nor 
the  rise  in  Dow  dividends  was  enough  to 
hold  even  with  inflation.  In  constant  dol- 
lars. Dow  earnings  fell  19^.  dividends 
26^  But  investors  as  a  whole  can  take 
considerable  comfort  in  the  fact  that, 
while  the  stock  market  has  let  them 
down,  the  companies  they  inv  ested  in  by 
and  large  worked  hard,  and  with  a  mea- 
sure of  success,  to  offset  inflation.  Except 
for  bouses,  say.  a  few  other  forms  of  real 
estate  and  some  art  and  antiquities,  how 
many  investments  did  even  that  well 
against  inflation? 

Looked  at  one  way.  therefore,  the 
stock  market  has  been  an  unsuccessful 
hedge  against  inflation.  Looked  at  an- 
other way.  it  hasn  t  been  quite  so  bad.  ■ 


Double  Trouble 
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DOW  JONES  INDUSTRIAL  AVERAGE 
ADJUSTED  FOR  INFLATION 


The  Dow  Jones  industrial  average  has  plunged  9%  this 
year  alone,  and  29%  since  its  all-time  high  in  1973.  Bad  as 
that  is,  the  loss  is  far  more  severe  if  inflation  is  factored 
.  into  the  numbers.  In  terms  of  constant  dollars,  the  DJI. 
average  has  dedned  52%  since  the  1973  high 
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Keeping  Ahead 
Of  The  Joneses 

Lots  of  people  in  the  construction  business  are. 
Look  how  once-mighty  J.A.  Jones  Co.  has  slipped! 


By  MARCIA  BERSS 

Down  in  North  Carolina,  the  name 
Jones  brings  the  same  response  from 
everyone's  lips:  "One  of  the  finest  fami- 
lies .  .  .  community  leaders  .  .  .  old- 
line  money."  There  s  the  Jones  Cancer 
Research  Center  at  the  Duke  University 
medical  school,  donations  to  the  YMCA, 
not  to  mention  the  $135-million  Duke 
fund  raiser  headed  up  last  year  by  Edwin 
L.  Jones  Jr.  Drawls  Jones:  "My  grandfa- 
ther tithed,  my  father  tithed,  my  uncle 
tithed.  Heck,  I  was  over  21  and  had 
served  in  the  Marine  Corps  before  I 
found  out  everybody  didn't  tithe. 

While  the  Joneses  have  been  giving, 
others  have  been  taking  away  from  Char- 
lotte-based J.A.  Jones  Construction  Co., 
one  of  the  largest  (1977  sales:  $510  mil- 
lion) family-controlled  contractors  in  the 
country.  Consistently  ranked  among  the 
top  five  builders  during  the  1940s  and 
1950s,  it  has  since  dropped  to  20th  place 
among  contractors.  In  the  tightly  com- 
petitive and  highly  profitable  heavy  and 
industrial  construction  business,  Jones 
has  been  left  in  the  wake  of  more  sophis- 
ticated contractors  like  Fluor  and  Halli- 
burton. Laments  one  Jones  man:  "Some- 
how, people  keep  thinking  of  us  as 
builders  of  churches  and  dormitories.' 

The  current  boss  is  Edwin  L.  Jones 
Jr.,  56,  grandson  of  James  Addison 
Jones,  a  brick  mason  who  founded  the 
company  in  1890  after  discovering  there 
was  more  money  in  laying  brick  than  in 
making  it.  He  passed  the  firm  on  to  son 
Edwin  ("Mr.  J.A."  had  15  children  by 
four  wives),  a  devout  Methodist  who  was 
known  to  fly  to  Paris  for  business  one  day 
and  rush  back  to  North  Carolina  the  next 
to  make  a  local  church  meeting.  Edwin 
Jr.,  a  slow-speaking  southerner  with  a 
liking  for  cowboy  boots,  now  runs  the 
company  with  cousins  Raymond  A.  Jones 
and  Johnie  H.  Jones.  The  family  owns 
70%  of  the  firm,  employees  hold  most  of 
the  rest.  Mr.  J.A.'s  old-fashioned  philos- 
ophy still  dominates.  Management,  for 
instance,  occasionally  slips  employees 
cards  that  read:  "Notice — New  Incentive 
Plan— Work  Or  Get  Fired"  and  "If  It  Is 
To  Be,  It  Is  Up  To  Me." 


That  latter  motto  is  a  bit  muted  these 
days.  In  1972  the  company  recorded  a 
whopping  24%  return  on  equity,  nearly 
twice  the  industry  average.  By  1975  that 
fell  to  a  normal  17%  return.  Last  year, 
J.A.  Jones  posted  an  11%  return  on 
stockholders'  money. 

Where  most  heavy  contractors  sell 
both  brains  and  brawn,  J.A.  Jones  sells 
mostly  brawn.  It  is  one  of  a  handful  of  big 
construction  companies  that  lack  the  de- 
sign capability  which  allows  builders  to 
go  after  large,  sophisticated  industrial 
facilities.  "We  felt  it  was  in  the  best 
interests  of  the  owner  to  be  able  to  pick 
the  very  best  builder  and  the  very  best 
design  work  separately,"  says  Edwin 
(never  Ed)  Jones.  "Unfortunately,  too 
many  owners  have  gone  the  design-con- 
struct route.  Those  firms  have  had  spec- 
tacular growth.  We  got  left  behind." 

Ironically,  J.A.  Jones  saw  the  design- 
construct  trend  early.  Edwin  Sr.  had  a 
handshake  agreement  to  buy  design-en- 
gineer H.K.  Ferguson  Co.  in  the  1940s, 
but  the  deal  fell  through  and  Ferguson 
was  snatched  up  by  Morrison-Knudsen. 
And  since  then?  "We've  made  ap- 
proaches to  design  firms,  but  without 
success,"  says  Jones.  "They  don't  want  to 
get  lost  in  a  construction  outfit.  Now 
we're  handicapped  by  the  investment  it 
would  take  to  get  into  design  work." 

Other  good  opportunities  have  slipped 
through  the  Jones  fingers.  For  20  years 
the  firm,  which  employs  unionized  con- 
struction labor,  has  had  a  subsidiary  that 
uses  nonunion  workers.  Now  that  open 
shops  are  garnering  much  U.S.  construc- 
tion, Jones  should  be  enjoying  the  fruits 
of  its  nonunion  experience,  right?  Look 
again.  During  the  mid-1960s,  Jones  lei 
its  union  and  nonunion  operations  inter- 
twine, contrary  to  labor  law.  The  result- 
ing union  pressure  halted  new  open- 
shop  construction  by  the  company  be- 
tween 1967  and  1973.  "In  those  five 
dormant  years  anybody  who  wanted  to 
build  nonunion  in  the  South  went  to 
Daniel  International,  says  Charles 
Wuertenberger,  head  of  the  Jones  open- 
shop  subsidiaries.  "We  made  Daniel 
what  they  arc."  Today,  South  Carolina's 
Daniel  is  a  leader  in  the  hot  Southeast 


All  In  The  Family:  "I'm  the  last  to 
get  the  job  just  because  I'm  a  Jones," 
says  J.A.  Jones  chief  Edwin  Jones  Jr. 


market,  and  the  $  1-billion  (sales)  outfit 
was  recently  bought  by  Fluor. 

One  bright  spot  at  J.A.  Jones  is  foreign 
work.  Mideast  construction  of  $102  mil- 
lion accounted  for  20%  of  revenues  but 
40%  of  operating  income  in  1977.  The 
overseas  operating  margin  was  12%, 
twice  the  rate  of  Jones'  domestic  build- 
ing. And  a  recent  corporate  reorganiza- 
tion should  further  improve  the  Mideast 
operation.  "We  used  to  approach  foreign 
work  on  the  basis  that  we'd  secure  a  job 
and  organize  to  build  it,'  explains  Presi- 
dent Jones.  "Now  we  have  an  interna- 
tional division  charged  with  setting  up  a 
permanent  organization  there." 

But  Jones  has  been  having  its  prob- 
lems in  Saudi  Arabia — who  hasn't?  Jones 
got  into  trouble  by  being  18  months  late 
finishing  an  elaborate  clubhouse  com- 
plex in  Riyadh  for  military  officers.  It 
also  angered  the  Saudis  with  high  costs 
on  a  large  medical  support-facilities  pro- 
ject. The  U.S.  Army  Corps  of  Engineers, 
which  advises  the  Saudis  on  construc- 
tion, slapped  the  company's  wrist  over 
such  problems.  Jones  counters  that  the 
Corps  is  to  blame,  with  its  slow  decision- 
making and  bad  construction  cost  data. 
Still,  this  could  affect  future  Saudi  con- 
tracts for  the  firm. 

There  are  signs  that  J.A.  Jones  is 
changing  with  the  times.  It  recently  add- 
ed four  outside  directors  to  its  board, 
which  previously  was  all  family  members 
and  employees.  It  continues  to  gain  in 
power  plant  construction,  and  has  over 
30  years'  experience  in  nuclear  power. 
But  to  make  a  play  on  those  cards  the 
company  likes  to  hand  out:  "New  Incen- 
tive Plan— Keep  Up  Or  Lose  Out  ■ 
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Who's  Taking  Over 
Alaska  Interstate? 

Nobody,  says  Charley  Honig,  but  rumors  that 
jumped  the  stock  22%  say  somebody  else  may  be 
after  the  troubled  but  promising  energy  company. 


At  the  beginning  of  March,  two  days 
after  Houston's  Alaska  Interstate  Co.  re- 
ported a  severe  drop  in  earnings — $4.3 
million,  down  from  $7.8  million  in 
1976 — its  stock  jumped  from  1678  to 
19'/4.  Then  it  rose  to  20%  hefore  settling 
back  to  around  18.  Reason:  a  spate  of 
rumors,  so  far  groundless,  that  Home 
Oil,  Allied  Chemical,  Crane  Co.,  Supe- 
rior Oil  or  maybe  Total,  a  French  gov- 
ernment oil  company,  would  offer  more 
than  $30  a  share  for  the  company. 

True  or  false,  the  rumors  made  a  kind 
of  sense.  Alaska  Interstate,  which  gets 
some  15%  of  its  $188-million  revenues 
from  piping  gas  into  Anchorage,  has  had 
a  recent  history  full  of  promise  and  dis- 
appointment. The  promise  is  why  the 
rumors  seem  plausible;  the  disappoint- 
ment is  why  holders  of  a  lot  of  stock  are 
anxious  to  unload. 


"I  shouldn't  think  it  would  be  at  all 
hard  to  put  together  600,000  shares," 
one  shareholder  told  Forbes.  "I  know  of 
800,000  that  would  tender  immediate- 
ly," said  another.  They  are  among  the 
directors  of  Virginia  International  Co. 
(Vico),  acquired  by  Alaska  Interstate  last 
summer — for  its  5%  interest  in  Indone- 
sia's huge  Badak  gas  field — in  exchange 
for  about  1.4  million  of  Alaska  Inter- 
state's  4.77  million  outstanding  shares. 
Most  of  them  would  consider  an  offer 
that  would  take  Alaska  Interstate's  desti- 
ny out  of  the  hands  of  its  chairman  and 
cofounder,  O.  (for  Orie)  Charles  Honig. 

After  several  false  starts,  Honig,  59, 
has  brought  the  company  to  the  brink  of 
the  big  time.  Alaska  Interstate  owns  60% 
of  Alaska  Petrochemical  Co.,  which  has 
just  won  the  right  to  process  the  state's 
own  share  of  the  North  Slope  crude  oil. 


Time  For 
Stage  Two  ? 

A  proposed  $2.5-billion  project  would  build 
refineries  and  petrochemical  plants  at  the  "x" 
near  Kenai  to  transform  crude  oil  from  Alaska's 
pipeline  into  products  for  Japan  and  the  U.S. 


PRUDHOE  BAY 


That  project  would  involve  building 
and  operating  refineries  and  petrochemi- 
cal plants  worth  some  $2.5  billion.  That 
is  a  very  big  development  for  a  company 
with  total  assets  of  only  about  $273  mil- 
lion and  debt  of  $128  million. 

"If  they  have  questions,  I  wish  they'd 
address  them  to  me,"  says  Honig  of  the 
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dissidents.  He  is  confident  he  can  bring 
off  the  deal.  Investment  bankers  have 
indicated  to  Honig  that  they  can  raise  a 
big  piece  of  the  money  if  he  can  find 
long-term  customers  for  the  petrochemi- 
cals. Honig  has  about  18  months  to  come 
up  with  commitments  for  $1.5  billion. 

Deals  of  such  magnitude  are  becoming 
almost  commonplace,  and  Honig  knows 
it  from  his  involvement  with  the  Badak 
gas  field.  Besides  the  Vico  interest  in 
Indonesia,  Alaska  Interstate  also  owns 
another  chunk  through  its  37%  piece  of 
Roy  M.  Huffington  Inc.,  the  firm  of  Roy 
Huffington  (Forbes,  Sept.  L  1977), 
Houston  geologist  and  Honig's  old 
school  buddy,  who  found  and  developed 
the  Badak  field.  Gas  from  the  field  goes 
to  Japan,  and  much  of  the  financing  of 
the  liquefied  natural  gas  plants  and  tank- 
ers to  haul  it  has  come  from  Japanese 
customers.  That's  the  way  Honig  thinks 
he  can  do  the  Alaska  deal.  But  what  he 
has  to  contend  with  is  a  so-so  record 
during  the  past  five  years. 

Honig  came  out  of  Dallas  and  South- 
ern Methodist  University,  got  an 
M.B.A.  from  Harvard  and  after  World 
War  II  set  up  an  insurance  company  in 
Spartanburg,  S.C.  In  1959  he  and  a  part- 
ner established  Alaska  Interstate  as  a 
utility,  piping  and  retailing  gas  in  Alaska. 
On  the  base  of  their  bush-league  utility, 
the  partners  started  building  a  diversi- 


fied enterprise  with  companies  in  irriga- 
tion equipment,  overhead  cranes, 
houseboats  and  construction. 

The  point  of  the  construction  company 
acquisition  was  to  get  into  building  the 
Alaska  pipeline.  But  when  that  got  put 
off,  they  tried  building  highways  in  Ari- 
zona. After  1973,  when  the  construction 
company  lost  $4.3  million,  Honig  got  rid 
of  his  partner,  took  over  as  chief  execu- 
tive and  tried  to  move  the  company  in 
other  directions.  But  he  ran  into  more 


".  .  .  'I  shouldn't  think  it 
would  be  hard  to  put  togeth- 
er 600,000  shares/  one 
shareholder  told  Forbes  . . ." 


problems  and  losses.  He  tried  to  gain 
control  of  Northwest  Energy  Co.  but 
failed;  the  effort  cost  Alaska  Interstate 
$1.2  million  in  expenses  in  1975,  plus  a 
loss  of  $344,000  when  it  sold  its  North- 
west Energy  stock  in  1976.  Last  year's 
results  included  $3. 1  million  in  earnings 
reductions:  a  writedown  on  irrigation 
equipment  and  an  adjustment  on  a  sulfur 
recovery  plant  that  was  sold  as  part  of 
Honig's  clean-up  efforts.  "We  were  all 
disappointed  in  the  earnings,"  he  says, 
"but  there  were  no  surprises." 


One  of  the  good  things  about  1977  was 
the  first  income  from  Vico's  Indonesian 
gas  interest — $1.7  million.  That  will  grow 
to  some  $5  million  this  year,  and  there 
will  be  a  lot  more  in  the  1980s  when  both 
Vico  and  Huffington  can  expand  their 
share  of  the  Badak  project — which  even 
today  earns  $100  million  a  year. 

To  get  a  sense  of  the  promise  that 
made  for  last  month's  rumors,  you  also 
have  to  consider  the  petrochemical  proj- 
ect in  Alaska.  If  the  Alaska  legislature 
approves  Alaska  Interstate's  contract, 
and  Honig  can  find  the  customers  and 
capital,  the  company  will  eventually  be 
processing  150, 000  barrels  of  crude  a  day 
in  its  own  refinery  and  getting  fees  for 
that  from  its  customers,  in  whose  plants 
it  also  will  have  a  share. 

Honig  is  more  entrepreneur  than  op- 
erator, but  so  is  his  friend  Roy  Huffing- 
ton, whose  company  developed  the  Ba- 
dak project  on  schedule  and  within 
budget.  Huffington  has  talked  in  an  off- 
hand way  to  Forbks  about  putting  his 
and  Honig's  companies  together  some- 
day. But  Honig,  like  Huffington,  favors 
having  no  boss.  Asked  if  he  thinks  a 
bigger  company  would  get  the  Alaska  job 
done  better,  Honig  says,  "I  don't  think 
so.  We  wouldn  t  have  as  much  freedom 
in  a  large  company."  But  his  may  not  be 
the  last  word  about  who  does  what  with 
Alaska  Interstate.  ■ 
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THE  NEW  MONTE  CARLO. 
IN  TUNE  WITH  THE  TIMES, 
APART  FROM  THE  CROWD. 


he  fact  that  you  paused  at 
this  page  would  seem  to 
indicate  that  you  have  an 
eye  for  beauty. 

Monte  Carlo  is  indeed  a  jewel. 
A  sparkling  combination  of 
crisp  angles  and  soft  curves,  today  's 
Monte  Carlo  stands  proudly  apart 
from  the  crowd  with  a  poise  and 
personality  all  its  own. 

It  is  clean,  contemporary 
thoroughly  new. 

Yet  it  retains  the  class  and 
character  that  have  made  Monte 
Carlo  such  an  immensely  popular 
persona!  luxury  car  over  the  years. 

Now,  as  before,  there  is  no 
other  car  quite  like  it. 

Please  Step  Inside. 


n  designing  The  New  Monte 
Carlo,  we  placed  great 
emphasis  on  room  and 
comfort. 

We  have  actually  "upsized" 
the  interior,  building  into  it  more 
head  room  and  leg  room  than  you'd 
find  in  a  1977  Monte  Carlo,  both 
front  and  rear. 

The  back  seat  is  surprisingly 
spacious  and  comfortable  to  ride  in. 
Yes,  even  for  adults.  The  increase 
in  leg  room  makes  a  world  of 
difference.  The  added  head  room 
lets  you  sit  tall.  There's  even  more 
hip  room  this  year  than  last.  Getting 
in  and  out  is  easier  now,  too. You'll 
also  find  more  usable  luggage  space 
in  the  trunk  this  year. 


The  car  is  handsomely 
furnished  and  tastefully  finished  in 
every  detail.  From  the  pull  straps 
on  the  doors  to  the  thickly 
carpeted  floors,  everything  is 
designed  for  your  pleasure,  your 
comfort,  your  delight. 

Think  of  it  as  your  personal 
"driver's  suite!'  A  posh  and  private 
place  to  call  your  own. 

Now  Set  It  in  Motion. 

onte  Carlo  has  always  been, 
and  continues  to  be,  a 
remarkably  rewarding  car 


to  drive. 

Its  road-tuned  suspension 
system,  with  front  and  rear 
stabilizer  bars  plus  steel-belted 
radial-ply  tires,  provides  a  nice  feel 
both  on  straightaways  and  curves. 

And  now,  with  less  overhang 
and  a  shorter  turning  diameter  than 
last  year's  Monte  Carlo,  the  car  is 
easier  to  manage  in  cramped 
quarters,  tight  turns,  parking. 

An  Efficient  New  Engine, 
he  New  Monte  Carlo  is 
powered  by  an  advanced 
V6  engine  designed  to 


provide  a  beautiful  blend  of 
performance  and  economy. 

EPA  mileage  estimates  with  the 
standard  231  Cu.  In.  V6  and 
available  automatic  transmission 


are  27  mpg  on  the  highway,  1 9  mpg 
in  the  city.  Actual  mileage  may 
vary  depending  on  how  and  where 
you  drive,  car's  condition  and 
available  equipment.  Estimates 
lower  in  California.  (Monte  Carlo 
is  equipped  with  GM-built  engines 
produced  by  various  divisions.  See 
your  dealer  for  details.) 

A  305  Cu.  In.  V8  is  available. 

Etcetera,  Etcetera. 

hen  you  buy  a  Monte  Carlo 
you  get  molded  full-foam 
seats,  dual  mode  interior 
ventilation,  High  Energy  Ignition,  a 
battery  that  never  needs  water, 
thick  carpeting  even  under  the 
seats,  an  acoustical  "ceiling"  that 
soaks  up  sound. 

You  get  the  "little  things"  as 
well.  An  electric  clock.  Lighted 
glove  compartment  and  ashtray. 
Sunvisors  that  are  shaped  to  stay 
out  of  your  way. 

The  New  Monte  Carlo. 
Genuine  elegance  in  a  car  for 
our  times. 

And  refreshingly  affordable. 


Chevrolet 


It's  April  15— But 

Don't  Shoot  The  Tax  Collector 


Since  we  can't  seem  to  reduce  government  spending,  we  must  pay  for  it. 
All  things  considered,  our  tax  system  spreads  the 
huge  burden  fairly  enough  in  spite  of  its  contradictions, 
complexity  and  seeming  bias  against  the  economically  successful. 


So,  YOU  spent  a  dreary  weekend  work- 
ing on  your  income  tax  and  then  you 
picked  up  a  newspaper  and  were  re- 
minded that  federal  employees  (a  big 
beneficiary  of  your  involuntary  generos- 
ity) have  nearly  doubled  their  wage  rates 
over  the  last  15  years,  two  times  better 
than  workers  in  private  industry.  Curs- 
ing, you  go  back  to  your  tax  figures,  your 
patriotism  quenched,  looking  to  find  an 
extra  deduction  or  two. 

If  it  is  any  comfort,  nobody  loves  our 
tax  system.  Not  the  tax  experts:  They 
consider  it  an  inefficient  mess.  Not  the 
liberals  and  radicals:  They  grumble  that 
it  favors  the  well-to-do.  Not  the  conser- 
vatives: They  insist  that  it  discourages 
thrift  and  initiative.  The  liberals  worry 
about  the  three-martini  lunch  and  the 
two-ocean  navy,  the  conservatives  about 
welfare  chiselers  and  bureaucratic- 
bunglers. 

Little  wonder  that  a  passion  for  tax 
reform  periodically  sweeps  the  nation 
and  becomes  an  issue  in  presidential 
campaigns  But  why  does  the  urge  for 
reform  usually  dissolve  into  endless  bick- 
ering and  conclude  with  more  patches  on 
the  patchwork?  Can  it  be  that  our  tax 
system  is  not  so  bad  as  we  think  it  is?  It  is 
comforting  to  think  so — and  not  all  that 
farfetched.  Tidy  our  tax  system  certainly 
is  not.  But  in  many  ways  it  is  a  workable 
American  compromise. 

In  a  society  where  taxing  and  spending 
now  involve  some  $500  billion,  nearly  a 
third  of  the  economy,  taxation  inevitably 
becomes  a  battleground  for  all  the  con- 
flicting interests,  the  conflicting  ideolo- 
gies that  motivate  Americans.  On  the 
one  hand  most  Americans  will  concede 
that  every  man  is  equal  and  should  have 
equal  access  to  the  basics  of  a  good  life 
even  if  the  government  must  indulge  in 
some  taking  from  Peter  to  pay  Paul.  On 
the  other  hand  most  Americans  also  be- 
lieve that  a  man  should  enjoy  the  fruits  of 
his  own  labor,  of  his  own  talent,  of  his 
own  good  luck. 

Reconciling  these  two  conflicting  ob- 
jectives is  a  matter  of  compromise.  This 


explains  why  the  U.S.  income  tax  sys- 
tem appears  steeply  progressive,  nearly 
confiscatory  in  the  upper  ranges  of  "un- 
earned" income,  while  at  the  same 
time  this  steep  progressivity  is  substan- 
tially mitigated  by  all  kinds  of  deduc- 


tions and  exceptions. 

By  now  some  of  our  readers  will  be 
getting  hot  under  the  collar.  Forbes 
suggesting  that  high  taxes  are  a  good 
thing?  Forbes  of  all  people?  Suggesting 
that  the  tax  system  is  not  a  drag  on 
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The  Whiskey  Rebellion,  staged  by  farmers  in  western  Pennsylvania  protesting  a  modest  tax  on 
corn  whiskey,  was  quelled  by  President  George  Washington.  Resentment  over  this  federalist 
action  aided  Jefferson  in  founding  the  Republican — now  Democratic — Party. 


enterprise?  That  all  this  government 
spending  is  really  necessary? 

No,  we  are  not  suggesting  any  such 
things.  If  the  country  could  agree  on  less 
government  spending,  then,  clearly, 
taxes  could  be  cut.  But  less  spending 
where?  In  Social  Security  payments? 
Defense  spending?  Unemployment  in- 
surance? Farm  subsidies?  Federal  sala- 
ries and  bureaucratic  pay- 
rolls? Highways?  Out  of  the 
insistent  demands  for  more 
government  services,  more 
government  help  has  grown 
a  $500-billion  federal  bud- 
get. It  also  results  in  a  huge 
federal  deficit,  but  most  of 
it — more  than  80% — is  paid 
with  taxes.  The  practical 
question,  then,  is:  Since  we 
can't  seem  to  do  very  much 
about  government  spend- 
ing, how  fairly  are  we  dis- 
tributing the  costs? 

Consider  these  facts: 
Compared  with  almost  all 
other  industrial  countries, 
the  U.S.'  overall  tax  burden 
is  relatively  light,  if  we  are 
to  believe  authoritative  fig- 
ures prepared  by  the  Orga- 
nization for  Economic  Co- 
operation &  Development. 
Throw  in  everything — 
federal,  state  and  local  and 
Social  Security  taxes — and 
the  government  gets  away 
with  about  30%  of  our  gross 
domestic  product;  nor  has 
the  government's  share 
been  increasing.  For  the 
past  decade  it  has  fluctuated 
around  that  level.  By  com- 
parison the  government's 
take  in  the  Netherlands  is 
nearly    47%,    in  Sweden 


46%,  in  Britain  37%,  in  Germany  35%, 
in  Canada  34%.  Only  in  Japan  is  the 
figure  lower,  20%,  and  that  largely  for 
reasons  peculiar  to  Japanese  society. 

By  no  stretch  of  the  emotions  can  the 
American  tax  plight  be  likened  to  that  in 
Britain  or  in  Scandinavia.  In  Britain  the 
situation  is  so  dismal  the  editor  of  The 
Economist  recently  wrote  that  he  wasn't 
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Lincoln  financed  the  Civil  War  with  an 
income  tax  and  a  tariff  on  imports. 
Unpopular  and  of  dubious  legality,  the 
income  tax  was  dropped  in  1872.  But  tariffs  remained  an 
important  revenue  raiser  through  the  19th  century,  as  the 
cartoon  above,  published  in  1888,  makes  clear.  Tariffs 
continue  to  be  among  the  most  divisive  issues  in  American 
politics,  as  evidenced  by  industry  and  labor  lobbying  for  and 
against  quotas  and  tariffs  on  shoes,  textiles  and  other  imports. 


interested  in  free-lance  work:  "Because 
83%  of  the  money  will  go  in  taxes  to  pay 
for  other  people's  false  teeth  and  specta- 
cles, so  why  bother?  On  a  gross  annual 
salary  of  about  $45,000  my  marginal  tax 
rate  is  83%.  ...  A  friend  of  mine  who 
has  built  one  of  Britain's  most  successful 
businesses  pays  98%."  If  the  editor  lived 
in  New  York  instead  of  London,  his  mar- 
ginal rates  would  still  have 
been  steep — maybe  55%, 
including  state  and  local  in- 
come taxes — but  hardly 
confiscatory.  The  New 
Yorker  would  be  able  to 
keep  45  cents  on  the  mar- 
ginal dollar;  the  Londoner, 
a  pitiful  17  cents. 

If  you  add  the  untaxed 
half  of  capital  gains  to  ad- 
justed gross  income,  then 
the  average  individual  in- 
come tax  rate  in  the  U.S.  is 
just  12.4%.  Overall,  indi- 
vidual and  corporate  income 
taxes  take  $240  billion  out  of 
a  $2-trillion  economy. 

Even  in  the  relatively 
high  ranges  of  income — up 
to  $200,000  a  year— the  av- 
erage effective  federal  in- 
come tax  rate  is  only  around 
30%.  Take  someone  who 
earns  $125,000  a  year,  has 
$25,000  in  dividends  and  in- 
terest and  $50,000  in  capital 
gains.  Without  deductions 
and  exemptions  he  would 
have  to  pay  over  $100,000  in 
federal  income  taxes;  but, 
on  average,  his  deductions 
bring  his  actual  tax  closer 
to  $60,000.  To  be  sure, 
$60,000  is  a  big  bite,  but  the 
taxpayer  in  question  can 
scarcelv   be   said   to  have 
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been      deprived     of  all 
incentive. 

Many  economists  believe 
that  a  good  part  of  the  cor- 
porate income  tax  is  eventu- 
ally passed  on  to  the  public 
in  the  form  of  higher  prices. 
(Management,  after  all. 
must  earn  enough  return  to 
compete  for  capital  no  mat- 
ter how  high  taxes  may  be.) 
This  argument  is  a  contro- 
versial one,  to  be  sure,  but 
to  the  extent  that  the  corpo- 
rate income  tax  is  passed  on, 
it  works  against  the  pro- 
gressivity  of  the  tax  system. 
Reason:  The  poor  are  less 
able  to  bear  this  added  bur- 
den than  the  well-to-do. 

Looking  at  the  big  pic- 
ture, the  tremendous  explo- 
sion in  taxes  over  the  past 
decades  has  coincided  with 
an  explosion  in  personal  in- 
come. Using  constant  dol- 
lars, per-capita  disposable 
personal  income  in  the  U.S. 
almost  doubled  to  $4,290 
between  1947  and  1977 
even  while  the  overall  per- 
capita  tax  burden — federal, 
state  and  local— rose  from 
$281  to  $746  (in  1972  dol- 
lars). The  great  rise  in  the 
role  of  government  may  not 
have  caused  the  big  rise  in 
personal  income,  but  it  certainly  did  not 
prevent  it.  A  circumstantial  case  can  be 
made,  therefore,  that  the  U.S.  tax  sys- 
tem has  not  been  a  serious  drag  on  the 
economy. 

Summing  it  all  up,  most  experts  would 
agree  that  the  U.S.  tax  system  is  a  good 
deal  less  stacked  against  the  successful 
and  fortunate  than  it  appears  on  the 
surface. 

Why,  then,  the  constant  pressure  for 
tax  reform?  For  one  thing,  tax  reform — 
in  the  abstract — is  always  a  popular  is- 
sue; people  think  it  means  that  they  will 
end  up  paying  less  in  taxes  and  someone 
else  more.  The  essential  messiness  of  the 
American  tax  compromise  also  offends 
many  people,  especially  those  accoun- 
tants, lawyers  and  academicians  who 
deal  professionally  in  tax  matters.  And 
finally,  a  good  case  can  be  made  that 
some  of  our  tax  compromises  are  very 
harmful  from  an  economic  point  of  view. 

Talk  of  tax  reform,  too,  often  masks  a 
more  profound  fact  of  life:  the  constant 
struggle  over  who  gets  what  in  our  soci- 
ety— in  any  society.  Depending  on  their 
outlooks  and  politics,  some  people  would 
like  to  see  the  system  more  progres- 
sive— leaning  harder  on  the  rich — while 
others  would  like  to  see  some  of  the 
burden  lifted  from  the  rich  and  success- 
ful in  order  to  encourage  incentive  and 
stimulate  saving.  Others  want  to  deal 


The  constitutional  amendment  autho- 
rizing an  individual  income  tax  was 
passed  in  1909,  ratified  in  1913.  The 
bite:  Families  with  taxable  income  of  $36,000 — an  extreme- 
ly high  figure  for  the  day — would  pay  $500. 
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with  what  are  called  "horizontal  inequi- 
ties"— that  is,  situations  where  people 
with  comparable  incomes  pay  vastly  dif- 
ferent taxes. 

The  three-martini  lunch?  Not  impor- 
tant, really.  It  was  a  catchy  campaign 
slogan,  and  it  has  come  back  to  haunt  the 
Carter  Administration.  Far  more  serious 
issues  are  involved  in  tax  reform.  Some 
of  the  bigger  ones: 

One  of  the  most  serious  defects  in  the 
present  system  is  its  bias  against  savings 
and  distortion  of  investment.  Nobody 
knows  precisely  how  much  money  is 
spent  rather  than  saved  as  a  consequence 
of  high  taxes,  but  even  if  the  amount  is 
proportionately  small  it  must  run  into 
the  billions  of  dollars.  Why  save  when 
the  income  from  your  savings  is  taxed  at 
the  highest  marginal  rate?  In  reality, 
savings  dollars  are  taxed  twice:  once 
when  the  taxpayer  earns  them,  and  again 
when  they  start  paying  interest  and 
dividends. 

More  serious  than  the  effects  on  sav- 
ings, economists  agree,  is  the  distorting 
effect  of  our  present  tax  system  on  in- 
vestment. The  tax  system  heavily  favors 
investment  in  housing:  It  permits  fast 
depreciation  there;  it  gives  special  tax 
breaks  to  financial  institutions,  especially 
the  savings  institutions,  for  housing-re- 
lated lending;  it  makes  interest  and 
property  taxes  deductible  (without  mak- 


ing the  taxpayer  count  as  in- 
come the  rent  he  saves  by 
owning  his  own  home);  it 
gives  a  giant  loophole  to 
home  owners  when  they  sell 
their  homes  at  a  profit,  a 
loophole  that  is  denied  most 
other  capital  gains.  The  sys- 
tem also  favors — because 
Congress  has,  in  effect,  or- 
dered it  to — investment  in 
aircraft. 

For  all  practical  purposes, 
this  kind  of  tax  favoritism  for 
some  types  of  investment 
amounts  to  a  penalty  against 
competing  investments. 
The  tax  system  certainly  was 
not  intended  to  be  an  alloca- 
tor of  capital,  but  that  is  ac- 
tually what  it  has  become. 
Does  the  nation  really  want 
to  subsidize  housing  as 
against,  say,  factories  that 
may  result  in  more  jobs  than 
investment  in  housing  cre- 
ates? The  simple  fact  is  that 
the  tax  system  favors  hous- 
ing with  few  policymakers 
even  asking  the  question  of 
whether  we  wanted  to  give 
this  overall  tilt  to  the  tax 
system. 

Every  businessman  is  fa- 
miliar with — and  most  are 
outraged  by — the  double 
taxation  of  dividends.  The 
money  a  company  earns  to  pay  dividends 
is  taxed,  at  a  maximum  rate  of  48%,  and 
then  the  dividend  itself  is  taxed  at  rates 
as  high  as  70%.  Thus  the  high-bracket 
investor  may  end  up  with  as  little  as  15 
cents  on  his  original  dollar.  That  makes 
him  almost — but  not  quite — as  bad  off  as 
the  British  investor  who  gets  to  keep 
only  3  cents  on  the  dollar. 

And  speaking  of  distortions,  what  of 
the  bias  against  equity  financing  and  to- 
ward debt  financing?  While  a  corpora- 
tion has  to  earn  nearly  $2  to  pay  $1  in 
dividends  on  common  stock,  it  needs 
earn  only  $1  to  pay  $1  in  interest.  That 
makes  common  stock  financing  just  twice 
as  expensive  as  debt  financing.  Not  sur- 
prisingly, most  companies  sell  common 
stock  today  only  in  order  to  improve 
their  capital  base  so  that  they  can  do 
even  more  borrowing. 

Yet  such  are  the  convolutions  of  the 
tax  system  that  investors  in  the  higher 
brackets  get  a  break  of  sorts  if  they  invest 
in  businesses  that  reinvest  their  earnings 
rather  than  pay  them  out.  It  works  like 
this:  On  dividends  paid,  he  is  taxed 
84.4%—first  48%  and  then  70%  on  what 
is  left.  But  on  dividends  reinvested  and 
put  back  to  work  for  him,  he  is  taxed  only 
once,  at  48%. 

When  ordinary  people  complain  about 
the  rich  paying  little  or  no  taxes,  they 
are,  as  often  as  not,  talking  about  either 
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A  Better  Way  To  Do  It? 

It  was  as  true  ...  as  taxes  is.  And  nothing's  truer  than  them. — Charles  Dickens 


THE  existence  of  taxes  may  be  among  the  truest  of  facts,  as 
Dickens  says,  but  the  rest  of  the  truth  about  taxes  remains  a 
matter  for  bitter  debate.  What  is  fair?  What  is  efficient? 
There  is  very  little  agreement.  For  decades  it  was  generally 
agreed  by  people  in  the  know  .that  taxes  on  income  were 
fairer  than  taxes  that  fell  on  consumption.  But  now  a 
scholarly  British  study  suggests  that  people  should  be  taxed 
on  what  they  spend  rather  than  on  what  they  earn.  Headed 
by  a  Nobel  prizewinner,  James  E.  Meade  of  Cambridge 
University,  the  British  study  group  has  published  The 
Structure  and  Reform  of  Direct  Taxation,  suggesting  that 
people  not  be  taxed  on  that  portion  of  their  cash  flow  that  is 
saved  or  invested.  Forbes'  Geof- 
frey Smith  interviewed  Dick  Ta- 
verne,  director  of  the  Institute  for 
Fiscal  Studies  in  Britain,  which 
sponsored  the  Meade  Report. 

"Meade  is  saying,"  Taverne  told 
Forbes,  "let  s  broaden  the  defini- 
tion of  taxable  income  to  include 
cfis-savings  and  capital  receipts 
and  broaden  the  exemptions  for 
savings  to  include  all  saving;; — not 
just  those  that  are  done  through 
pension  funds  and  life  insurance. 
At  the  end  of  the  year  you  add  to 
what  is  declared  for  taxable  in- 
come all  capital  receipts  and  sav- 
ings— gifts  from  aunts,  sales  of 
shares,  sales  of  houses — all  poten- 
tial spending  power.  It's  all  prima 
facie  taxable.  Then,  on  the  same 
tax  return — oversimplifying  a 
bit — you  deduct  all  nonconsump- 
tion  expenditures,  all  savings.  So 
purchases  of  shares,  gifts  made, 
increases  in  bank  balances,  money 
lent,  houses  bought  ...  all  these 
things  are  deducted.   

"The  Meade  Commission's  most 
central  recommendation,''  Taverne  says,  "is  that  entrepre- 
neurs should  be  encouraged."  The  man  who  plows  back  his 
earnings  in  his  business  does  not  get  taxed.  The  executive 
who  earns  £50,000  a  year  and  spends  £20,000  a  year  is  taxed 
only  at  the  rate  appropriate  to  £20,000  a  year.  I  can't  think 
of  anything  which  would  do  more  to  encourage  enterprise 
and  initiative  in  Britain.'  Bad  news,  then,  for  the  person 
who  lives  in  high  style  on  capital,  but  good  news  for  the 
high-earning  penny  pincher  who  turns  potential  spending 
power  into  investment  capital. 

Corporations,  by  the  same  token,  would  be  viewed  on  a 
cash-flow  basis  by  taxing  only  net  receipts  of  shareholders, 
whether  paid  out  of  capital  or  current  account.  Retained 
earnings  would  not  be  taxed.  Since  Britain  now  permits 
one-year  depreciation  on  a  wide  range  of  plant  and  equip- 
ment investments,  however,  the  net  impact  of  this  change 
would  be  minor,  beyond  simplifying  tax  administration.  But 
such  a  system  would  make  a  huge  difference  to  capital- 
intensive  companies  were  it  ever  introduced  into  the  U.S. 

Such  a  tax  approach  would  help  insure  in  Britain  that  no 
distortions  be  introduced  into  capital  markets  by  tax  consid- 
erations— something  Meade  views  as  one  of  the  chief  nega- 
tive impacts  of  the  current  tax  system.  Under  the  present 
system,  naturally,  the  yield  a  saver  realizes  on  his  savings 


1860  A  contemporary 
stone's  tax  strategy  for 


varies  according  to  his  marginal  rate  of  tax.  But  aftertax 
yield  can  also  vary  enormously,  depending  on  how  the 
savings  are  made.  Says  Taverne:  "You've  got  a  massive 
incentive  to  invest  in  or  save  through  institutions,  like  life 
insurance  companies  or  pension  funds,  and  a  very  strong 
discrimination  against  individual  savings."  Under  the 
Meade  plan  concept,  this  discrimination  would  end:  Every 
saver's  aftertax  yield  would  be  just  the  same  as  his  pretax 
yield — without  regard  to  what  medium  of  saving  he  hap- 
pened to  choose. 

In  Britain,  tax  on  earned  income  goes  up  to  83%,  and  up 
to  98%  on  investment  income  (in  the  U.S.,  up  to  70% — plus 
stock  levies).  With  taxes  like  that, 
earners  with  no  inherited  wealth 
haven't  a  chance  of  building  up 
reserves.  Meanwhile,  inheritors 
need  pay  only  30%  on  their  capital 
gains.  The  Meade  system  swings 
the  bias  the  other  way — in  favor  of 
the  earner  who  saves  and  the  small 
businessman  reinvesting.  Says  Ta- 
verne: "This  would  be  an  enor- 
mous boost  to  small  business, 
which  I  think  is  economically  and 
politically  desirable.  And  as  for  the 
stockbrokers  .  .  .  every  one  of 
them  ought  to  be  throwing  his  hat 
in  the  air  at  the  proposals  of  the 
Meade  Commission."  Taverne 
thinks  the  whole  nature  of  the  in- 
vestment market  would  change  as 
ownership  is  diffused  and  pension 
funds  decline  in  relative  impor- 
tance, and  capital  markets  would 
become  more  attractive  for  new 
equity  and  debt  offerings  by  small- 
er companies. 

Problems:  If,  as  Meade  sug- 
  gests,  the  present  income  tax  sys- 
tem has  the  effect  of  encouraging 
consumption  and  the  proposed  expenditure  tax  would  have 
the  impact  of  encouraging  savings,  isn't  that  bad  for  the 
economy?  Interestingly  enough,  Taverne  sees  an  expendi- 
ture tax  bringing  a  "marginal,  but  not  major"  increase  in  the 
overall  rate  of  saving  and,  similarly,  no  dramatic  reduction 
in  overall  spending.  But  it  would  have  the  effect  of  channel- 
ing some  of  the  savings  out  of  tax-favored  life  insurance  and 
pension  funds  into  smaller  businesses  and  individual  equity 
investments. 

The  expenditure  tax,  Taverne  points  out,  would  also  give 
a  government  a  handy  device  for  quickly  stimulating  a 
lagging  economy.  "With  an  expenditure  tax  you  are  much 
m6re  subject  to  government  manipulation  of  the  rates  for 
puiposes  of  incentive  or  disincentive,  he  says,  "because  all 
of  your  spending  is  immediately  affected,  whereas  at  the 
moment  only  that  which  is  subject  to  indirect  taxation  is 
affected." 

To  what  extent  do  the  Meade  proposals  have  validity  in 
the  U.S.  tax  system?  "Your  rates,  in  general,  are  a  lot  lower, 
so  the  effect  of  all  these  anomalies  is  not  as  great,  "  replies 
John  Kay  of  Oxford  University,  one  of  the  Meade  Commis- 
sion s  members.  "But  from  what  I  know  of  the  American 
system,  you  need  some  kind  of  rationalization  at  least  as 
badlv  as  we  do."  — Geoffrey  Smith 


comment  on  Mr.  Glad 
Britain  that  year. 
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1)  tax-exempt  income,  or  2)  capital  gains. 
There  are,  of  course,  reasons  for  both 
these  tax  preferences,  but  they  do  create 
resentment,  resentment  which  cannot 
be  ignored  when  assaying  the  efficiency 
of  our  tax  system. 

A  further  source  of  resentment  is  the 
situation  whereby  people  with  the  same 
income  pay  differing  income  taxes. 
(Doesn't  everybody  have  his  favorite  tax- 
dodge  story?)  According  to  Treasury  fig- 
ures, people  in  the  $25,000-to-$50,000 
income  tax  bracket  could  legally  pay  as 
little  as  nothing  in  taxes  or  as  much  as 
$17,500.  No  amount  of  "explaining"  will 
ever  convince  the  ordinary  taxpayer  that 
such  a  system  is  "fair." 

Without  all  the  deductions,  prefer- 
ences and  exceptions,  the  federal  gov- 
ernment's tax  revenues  would  run  $100 
billion  higher — in  theory  at  least.  In  the- 
ory. In  fact  Washington  would  have  to 
find  other  ways  of  enabling  state  and 
local  governments  to  compete  in  the 
bond  markets  and  other  ways  to  encour- 
age, say,  home  ownership,  if  the  tax 
subsidies  were  removed.  But  a  case  can 
be  made  that  direct  subsidies  would  be 
preferable  to  indirect  subsidies  through 
the  tax  system.  For  one  thing,  some  of 
the  tax  subsidies  encourage  the  wrong 
kind  of  investment.  Take  Manhattan's 
famous  World  Trade  Towers.  Except  for 
giving  New  Yorkers  (and  visitors)  a  great 
restaurant  with  a  superb  view,  these  two 
towers  serve  no  useful  purpose.  They 
were  built  simply  because  their  owner, 
the  Port  of  New  York  Authority,  could 
borrow  on  the  tax-exempt  bond  market 
and  because  its  properties  are  exempt 
from  city  property  taxes  as  well.  Is  this 
the  kind  of  investment  Congress  wants 
to  encourage?  At  a  time  when  Manhattan 
badly  needs  housing  and  job-creating 
investment? 

Or  consider  the  wasteful  tax  subsidy 
enacted  by  Congress  in  1975  in  order  to 
help  builders  move  a  supply  of  unsold 
homes.  It  cost  the  Treasury  $600  million 
in  foregone  taxes,  and  there  is  little  evi- 
dence that  it  sold  more  than  a  handful  of 
homes.  It  simply  put  $2,000  in  cash  into 
quite  a  few  undeserving  pockets. 

For  people  who  dislike  big  govern- 
ment, World  War  II  must  rank  as  an 
unmitigated  disaster.  It  taught  our  gov- 
ernment— and  all  governments — that 
they  could  tax  their  people  much  more 
heavily  than  was  previously  thought  pos- 
sible. If  for  soldiers,  guns  and  tanks,  why 
not  for  bureaucrats  and  transfer  pay- 
ments, why  not  even  for  bread  and  cir- 
cuses— and  World  Trade  Towers?  For 
the  first  time,  the  income  tax  became  a 
mass  tax,  not  just  a  tax  on  the  well-to-do. 

Then,  along  came  inflation  and  com- 
plicated the  whole  situation  immeasur- 
ably. Inflation  began  to  put  relatively 
poor  people  into  tax  brackets  that  had 
been  set  to  catch  the  relatively  affluent. 
This  did  good  things  for  federal  rev- 


1935 


FDR's  Revenue  Act  of  1935  confirmed  anti-New 
Dealers'  worst  fears  about  "that  man  in  the  White 
House,"  sharply  raising  estate  gift  and  income  taxes. 


enues,  but  it  exacerbated  inflation.  Let 
prices  go  up  6%  and  let  labor  push  for  a 
6%  catch-up  wage  increase  and  the  tax 
system  comes  along  and  cuts  that  6% 
increase  back  to  maybe  4.5%  after  taxes. 
So  the  unions  demand  more  or  demand 
more  nontaxable  fringe  benefits. 

Consider  the  following  example:  Un- 
der the  tax  law  in  effect  for  calendar 
1977,  a  family  of  four  with  taxable  in- 
come of  $25,000  (salary  and  investment 
income  minus  deductions  and  $3,000  in 
personal  exemptions)  would  owe  $3,661 
in  federal  income  taxes.  If  that  family  got 
a  6%  raise  in  1978  to  keep  up  with 
inflation  and  taxes  were  not  reduced, 
they  would  pay  $3,955  in  taxes  next  year. 
So  $294—20% — of  the  "stay  even"  raise 
would  be  taxed  away,  leaving  the  family 
worse  off  than  it  was  in  1977. 

Congress,  to  be  sure,  has  acted  over 
the  years  to  deal  with  this  problem  by 
"cutting"  taxes.  Well,  it  hasn't  cut 
enough  to  correct  for  the  ratcheting  ef- 
fects of  inflation.  Even  President  Cart- 
er's proposed  $23  billion  of  individual  tax 
cuts  will  merely  hold  the  level  of  income 
taxes  to  the  historic  high  levels  of  12%  of 
personal  income.  (When  the  Social  Secu- 
rity tax  increases  are  taken  into  consider- 
ation, the  percentage  of  personal  income 
taken  by  the  two  heaviest  federal  levies 
will  rise  to  a  record  14%  by  1980  if  no 


further  cuts  are  made.)  This  means  tax 
revenues  are  benefiting  from  inflation. 

Such  inflation-offsetting  tax  cuts  as 
Congress  has  made  in  recent  years  have 
tended  to  give  relief  to  low-income  tax- 
payers but  to  leave  high-income  ones  out 
in  the  cold.  Perhaps  what  most  disturbs 
businessmen,  and  prosperous  people  in 
general,  is  the  political  tendency  to  use 
the  tax  system  to  redistribute  income.  It 
was  always  assumed  in  the  American  tax 
system  that  the  well-to-do  would  pay 
more  than  the  poor;  fairness  demands  it. 
But  in  the  beginning  taxes  were  meant  to 
cover  only  the  general  expenses  of  gov- 
ernment. With  the  arrival  of  the  welfare 
state,  heavy  taxation  of  the  prosperous 
was  no  longer  a  matter  of  fairness  but  of 
income  redistribution.  We  have  not  yet 
come  to  sensible  grips  with  that  prob- 
lem. We  have  not  yet  learned  how  to 
square  the  welfare  state  with  the  person- 
al incentive  and  with  the  American  idea 
that  a  man  should  be  allowed  to  enjoy 
the  fruits  of  his  own  labor. 

That  is  one  reason  tax  reform  is  not 
very  popular  among  businessmen  and 
prosperous  people.  All  too  often  it  is  a 
euphemism  for  sharing  the  wealth.  Take 
President  ( larter  s  proposal  to  substitute 
a  $240  tax  credit  for  the  present  $750 
personal  exemption.  This  is  nothing 
more  or  less  than  a  device  to  make 
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wealthy  and  upper-middle-income  peo- 
ple pay  more  taxes  and  the  rest  of  the 
population  to  pay  less.  It  works  like  this: 
For  a  person  in  the  marginal  40%  brack- 
et, the  four  present  exemptions  save 
about  $1,200  in  income  taxes;  but  the 
Carter  credit  would  reduce  the  tax  sav- 
ing to  only  $960.  Conversely,  the  poorer 
family  of  four,  say  in  the  20%  bracket, 
saves  only  $600  under  the  present  sys- 
tem but  $960  under  Carter's  proposal. 

In  this  respect — but  in  a  different 
manner — the  new  Social  Security  taxes 
were  a  real  shocker  (Forbes,  Dec.  1, 
1977).  They  are  so  stiff  that  unless  in- 
come taxes  are  cut  sharply  in  the  years 
ahead,  people  in  all  tax  brackets  are  go- 
ing to  suffer.  Those  in  high  brackets  will 
pay  Social  Security  taxes  far  beyond  what 
they  will  ever  get  back  in  benefits  and, 
adding  insult  to  injury,  are  taxed  on  the 
money  they  earn  to  pay  those  taxes. 

Unquestionably,  Congress  will  cut 
taxes  to  make  up  for  at  least  part  of  this 
Social  Security  increase.  But  cut  taxes 
for  whom?  And  how? 

You  can't  talk  tax  reform  without  men- 
tioning the  abortive  plan  to  end  or  at 
least  lessen  the  double  taxation  of  corpo- 
rate dividends.  That  plan,  which  once 
earned  business  support  for  President 
Carter,  was  in  the  end  opposed  by  most 
of  the  business  community.  What  turned 
the  businessmen  oft  was  the  price  they 
would  have  to  pay  for  double  taxation. 
The  Administration  proposed  "integrat- 
ing" each  stockholder's  proportionate 
share  of  corporate  profits  with  his  own 


income — and  then  giving  him  a  credit  on 
the  total.  That  would  have  been  good  for 
low-bracket  investors,  but  it  would  have 
played  hell  with  high-bracket  investors. 

In  fairness  to  the  Carter  proposals  on 
double  taxation  of  dividends,  it  should 
be  remembered  that  some  corporate  ex- 
ecutives opposed  them  for  not  entirely 
unselfish  reasons:  They  were  afraid  that 
the  reforms  would  step  up  the  pressure 
on  them  from  stockholders  for  a  higher 
dividend  payout. 

Also  planned  for  the  package  was  a 
reduction  in  the  maximum  tax  on  un- 
earned income,  perhaps  even  to  50% 
from  the  current  70%.  The  intention  was 
to  make  the  whole  reform  plan  more 
acceptable  to  businessmen — and  all  tax- 
payers— than  some  of  its  parts.  But  it 
never  got  a  chance,  largely  because 
many  businessmen  saw  only  the  draw- 
backs and  ignored  the  benefits. 

So  it  goes.  In  principle,  tax  reform  is 


immensely  popular.  Liberal  Senator  Ted 
Kennedy  favors  it.  So  does  ex-Treasury 
Secretary  William  Simon.  Conservative 
lawyers  favor  it,  as  do  leftist  politicians 
and  academicians.  The  trouble  is  that, 
when  the  chips  are  down,  everybody 
looks  to  his  own  interest  and  nobody 
seems  to  speak  for  the  broad,  national 
interest.  Even  the  so-called  experts  can't 
seem  to  get  together. 

"Hell!"  complains  Gerard  M.  Bran- 
non,  a  former  Treasury  tax  official  and 
now  a  professor  of  economics  at  George- 
town University.  They  asked  the  Trea- 
sury Department  to  do  a  study  of  com- 
prehensive tax  reform  and  Treasury 
wrote  two  books,  each  making  a  case  for 
a  completely  different  form  of  compre- 
hensive tax  revision." 

Brannon  was  referring  to  Blueprints 
for  Basic  Tax  Reform,  a  much-applauded 
analysis  of  alternative  tax  systems.  The 
study  was  prepared  by  Treasury  tax  offi- 
cials in  the  Ford  Administration  under 
the  leadership  of  David  F.  Bradford, 
then  deputy  assistant  secretary  for  tax 
policy  and  now  a  professor  of  economics 
in  the  Woodrow  Wilson  School  at 
Princeton.  Bradford  pushed  for  the 
study  in  the  wake  of  Bill  Simon's  New 
York  speech  calling  for  the  trading  of 
lower  tax  rates  in  return  for  a  reduction 
or  elimination  of  tax  preferences. 

Blueprints  came  up  with  a  reform  plan 
for  the  income  tax,  but  also  another 
which  would  substitute  a  consumption 
tax  for  the  income  tax,  one  way  of  resolv- 
ing the  prejudice  in  the  tax  system 
against  savings  (see  box,  p.  48). 

In  the  end.  President  Carter  got  such 
conflicting  advice  about  the  integration 
of  the  corporate  and  individual  income 
taxes — the  most  obvious  method  for  hon- 
oring his  campaign  pledge  to  end  the 
double  taxation  of  corporate  dividends — 
that  he  dropped  integration  from  his  tax 
plan.  Carter's  plan  now  gathers  dust  in 
some  dark  corner  of  Capitol  Hill. 

The  probability  is  that  we  are  stuck 
with  the  present  system — patched  here, 
patched  there.  Not  because  it  is  an  effi- 
cient system,  but  because  it  is  the  best 
we  can  do  until  we  can  figure  out  how  to 
settle  the  deep-seated  contradiction  be- 
tween the  urge  for  economic  equality 
and  the  need  for  economic  incentives.  ■ 


Fair  Taxation  or 
New  Representation! 

Movement  for  Economic  Justice,  1609  Connecticut  N.W.,  Washington.  D  C  20009  «BI 
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Right  down  to  today,  nobody  likes  the  tax  system. 
That's  the  message  of  this  bumper  sticker  from  the 
Movement  for  Economic  Justice  of  Washington,  D.C. 
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BrotherTimothy  BrotherJohn 
runs  the  "miracle"  foots  the 
machine.  bills.  . 


Moral: 


Contact  your  AM  Sales  Representative  today.  He  can  show  you  how- 
to  do  your  high- volume  duplicating  for  hundreds  of  dollars  less  per 
month  than  on  the  Xerox  9200.  AM  Corp.,  Schaumburg,  IL  60196. 

(Based  on  Jan.  1,  1978  rental  rates,  a  volume  ol  150,000  copies  or  more  per  month,  and  a  true 
duplicating  environment  of  10  copies  or  more  per  original.) 

The  Straight  "talking  Copy  People. 
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The  Money  Men 


Manning  &  Napier — 
Ben  Graham  With  A  Twist 


Re  »ches  1 1  it  N.Y,  L966,  Two  young 
men  sat  engrossed  in  conversation  over 
martinis  and  hors  d'oeuvres  on  the  sun- 
bathed  patio  of  a  suburban  goll  club. 

1 1  gh  they  worked  lor  rival  local  linns 

and  in  different  an  as  oi  the  brokerage 
business,  they  shared  a  common  scorn 
for  the  performance  of  most  oi  the  Inn- 
time  mone\  managers.  "We  could  do 
better,"  they  agreed.  Three  years  passed 
before  William  Manning,  tlien  32,  lef) 
Merrill  Lynch,  and  William  Napier, 
then  34,  K  it  the  John  J.  DeGolyer  firm 
in  form  their  own  company  on  $50,000 


Johnston  equity  index  <>(  pension  manag- 
ers. Another  M&N  account  ranked  in 
the  top  two  percentile  last  year  in  the 
larger  Becker  Securities'  funds  evalua- 
tion index  with  an  HA)"/<  average  return 

on  equities.  Compare  this  with  a  nega- 
tive 7.2%  foi  the  standard  &  Poor's  500 
and  minus  12.9%  for  the  Dow  Jones 
industrials. 

No  herd  mentality  here.  M&\ 
spurned  the  superhigh  P/E  growth 
slocks.  Says  Manning:  "When  people 
were  buying  glamours,  we  were  looking 
at  companies  that  in  most  cases  were 


The  New  Contrarians:  With  solid  looting  in  Graham  and  Dodd  and  basi<  economic 
sense,  Manning  (right)  and  Napier  have  made  winners  out  of  losers. 


and  some  very  definite  ideas  about  how 
to  manage  money.  In  doing  so.  Bill  Man- 
ning, a  precise,  aggressive  Dartmouth 
graduate,  gave  up  a  $100,000-plus-a-year 
income,  and  Napier,  a  promising  career 

as  a  municipal  bond  specialist. 

Yes,  the  story  has  a  happy  ending  or 
at  least  a  happy  middle.  The  Roehester- 

based  firm  has  burgeoned  from  little 
over  $1  million  in  managed  hinds  seven 
years  ago  to  $120  million  today,  and 
tea  Kites  Manning  and  Napier  arc- 
close  to  becoming  millionaires  Over  the 

past  six  veais  M&N  has  outperformed 
98%  of  the  $21  billion  in  accounts  from 
the    120  institutions  in  the  Hamilton. 


selling  at  book  value. "  (Among  the  early 
winners  were  AMBAC  Industries  and 
Hex  nolds  Metals.)  Manning  is  straight 
out  of  Graham  and  Dodd.  with  some 
special  tw  isis  ul  Ins  own. 

"Everyone  today  is  tuned  in  On  tim- 
ing; and  our  attitude  is  pricing  is  more 
important.  We  tr\  to  look  through  the 
credit  cycle,  business  cycle,  stock  mar- 
ket ex  el e  and  through  the  tips  and  elox\  i is 

of  the  individual  companj.  and  its  indus 
try,  and  ask  ouisekes:  Do  we  want  to  be 
in  this  five  or  ten  years  from  now?'  We 
then  put  a  price  on  it.' 

So  far,  Ben  Graham  would  be  pleased 

Hill  now  loi  the  twist    Instead  of  looking 


at  the  balance  sheet  of  only  one  com- 
pany, Manning  uses  a  sophisticated  com- 
puter program  to  analyze  the  balance- 
sheets  of  an  entire  industry  With  this 
system  Manning  can  determine  supply 
conditions  and  the  extent  to  which  an 
industry  can  raise  debt  or  equity.  Is  he- 
looking  for  winners?  No,  losers.  Man- 
ning i.s  a  real  contrarian.  As  he  explains 
it:  "When  you  see  that  the  return  on 
capital  lor  an  industry  is  low  and  the 

debt-to-equity  ratios  lor  companies  in 

that  industry  are  high,  then  neither  the 
debt  nor  the  equity  markets  arc-  available 

for  those  firms  to  expand."  If  demand 
increases,  the  lack  of  capacity  to  meet 

the  demand  will  force  earnings  higher. 
Consider    aluminum    and  airlines. 

Manning  believes  the-  difficulty  of  raising 

capital  lacing  both  the  aluminum  and 
airline  industries  xvill  ensure  that  the 

supply  for  those  products  and  services 

will  remain  constant.  And  il  vou  believe 
demand  is  building  up,  "then  you  can 
expect  higher  prices  and  latter  profit 
margins,"  he  says.  Thus  he  like  s  Rey- 
nolds Metals  and  Northwest  Airlines. 
The  brokerage  industry  also  tails  into  this 
category  where  lack  ol  capital  implies 
future-  shortages  in  supplx  and  (be- 
chance of  higher  security  prices  Man- 
nings current  recommendations  include 
Dean  Witter  Reynolds,  E.F.  Mutton  and 
Merrill  Lynch.  The  inching  up  of  com- 
mission rates  on  institutional  transac- 
tions along  xvith  the  increasing  consolida- 
tion ol  the  industry  into  fewer  and  lexver 
firms  signals  a  trend  toward  latter  prof- 
its, according  to  Manning. 

In  other  xvorels.  Manning  is  not  inter- 
ested in  current  earnings;  he  wouldri  t  be- 
buying  broke-rage  stocks  if  he  were.  He- 
is  buying  prospective  future  earnings. 
"The  biggest  reason  people-  are  losing 
money  in  the-  market  nowadays  is  clue  to 
their  buxing  current  earnings,  instead  ol 

looking  ahead  at  whether  a  company  c  an 

be  profitable  a  few  years  in  the  future," 
says  Manning.  Oil  stocks  such  as  Exxon 
and  Phillips  Petroleum  have  been  big 
losers,  he-  says,  in  spite  of  the  ir  fat  earn- 
ings, because  investors  have  become 
war)  ol  their  future 

Similarly,  whether  a  stock  pays  large 
or  small  current  dividends  is  irrelevant 
as  far  as  Maiming  is  concerned.  It  is  not 
how  much  a  stoc  k  is  yielding  today,  but 
rather  its  dividend-pax  inn  potential  over 
the  longer  run  that's  important.  Man- 
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ning  cites  Reynolds  Metals  as  an  exam- 
ple of  a  stock  that  paid  no  dividend  a  few 
years  back,  but  which  today  pays  $1.50 
and  has  the  potential  to  pay  a  $2  divi- 
dend. Manning  prefers  companies  with 
slow,  steady  growth  to  those  subject  to 
wider,  more  volatile  movements.  For 
this  reason  he  has  been  bullish  on  the 
newspaper  stocks  such  as  Harte-Hanks, 
Gannett,  Knight-Ridder  and  the  New 
York  Times  Co.,  in  contrast  to  high- 
technology,  fast-growth  companies  like 
Itel  or  Intel,  which  he  does  not  favor. 

What  about  Rochester's  beloved  Ko- 
dak? He  recalls:  "We  were  in  a  town 
where  Eastman  Kodak  and  Xerox  are 
religion,  and  they  certainly  were  in 
1973.  We  were  selling  them  and  losing 
accounts  because  people  would  say,  'Not 
only  have  you  sold  me  out  and  I  have  got 


.  .  People  are  losing  money 
in  the  market  nowadays  by 
buying  current  earnings  .  .  ." 


to  pay  the  taxes,  but  now  the  stock  went 
even  higher.'  We  said  they  were  overval- 
ued.'' Manning  has  yet  to  recommend 
Kodak.  Why?  Because,  he  says,  "a  dollar 
invested  in  Kodak  still  doesn't  buy 
enough.  If  you  add  up  the  earnings, 
depreciation,  research  and  development 
and  growth,  you  will  see  that  a  stock  like 
Xerox  is  a  better  value." 

Right  now  M&N  is  about  55%  in  com- 
mon stock,  45%  in  bonds,  but  its  policy 
permits  it  to  go  as  high  as  80%  in  com- 
mon. Chances  are  that  the  firm  will  soon 
make  a  move  toward  more  common 
stocks,  because  Manning  thinks  the  mar- 
ket is  within  a  month  or  so  of  a  final 
bottom.  He  sees  a  potential  gain  of  50% 
by  early  1979. 

And  he  thinks  that,  once  again,  the 
herd  will  miss  the  turn.  "The  profession- 
als," he  says,  "are  waiting  for  a  recession 
before  they  will  buy.  They  don't  want  to 
buy  equities  this  late  in  the  recovery 
phase  of  the  business  cycle.  They  were 
burned  buying  the  good  news  over  the 
past  decade,  so  this  time  they  are  going 
to  wait  for  the  bad  news."  But  by  the 
time  the  bad  news  is  out,  he  thinks,  the 
market  may  well  have  bottomed  and  be 
on  its  way  up  again. 

So  far,  clearly,  Manning  &  Napier's 
Ben-Craham-with-a-twist  has  worked 
extremely  well.  The  future?  Even  rock 
stars  have  longer  careers  than  most  stock 
market  stars.  Will  this  quiet,  intense  pair 
of  western  New  Yorkers  have  a  long  run 
of  success?  Time  will  tell,  ■ 
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nurture  the  finances  of  a  major 
fertilizer  producer  like  IMC, a  man  must  be 
a  no-nonsense  money  manager. 


v 


His  banker  must  be  the  same 


1 


an 


Jonathan  W.  Strom,  Vice  President,  Chemical  Bank. 
Photographed  at  IMC's  phosphate  terminal,  Tampa,  Florida. 


[treasurer  of  International  Minerals 
themical  Corporation,  Darrell  Feaker 
pws  his  company  inside  and  out. 
His  Chemical  banker  Jon  Strom  has 
pd  to  do  the  same.  And  in  developing 
bund  banking  relationship,  a  strong 
[sonal  relationship  has  developed, 
ft  wasn't  always  that  way.  When  Strom 
can  working  with  Feaker  nearly  four 
[rs  ago,  Chemical  Bank  was  gaining 
fc  business  —  but  not  as  rapidly  as  it 
|ught  possible. 

Recognizing  iMC's  strong  interna- 
ha\  position  in  chemicals  and 
ficultural  fertilizers,  Strom  moved 


quickly  to  help.  He  talked  with 
Chemical  Bank's  IMC  team  throughout 
the  world  wherever  the  bank  could 
contribute.  He  flew  to  London  to 
see  that  arrangements  went  smoothly 
on  a  major  line  of  credit.  He  helped 
IMC  open  up  a  new  market  in  the 
Caribbean  by  providing  export 
financing. 

Strom's  attention  to  IMC's  world- 
wide needs  did  not  preclude  Chemical's 
services  domestically.  Chemical's  Lock 
Box  and  ChemLink  services  now  help 
IMC  mobilize  its  cash. 

A  Chemical  disbursement  system 


helps  smooth  plant  payroll  operations 
nationwide.  And  while  Chemical  is 
one  of  nine  financial  institutions 
used  by  IMC,  it  has  become  the 
company's  chief  operating  bank  on  the 
East  Coast. 

Today,  Jon  Strom  knows  what  is 
expected  of  Chemical  Bank  and  Darrell 
Feaker  is  now  aware  of  the  capabilities 
of  his  banker  and  his  bank.  That's  what 
usually  happens  when  corporate  offi- 
cers get  together  with  Chemical  bank- 
ers. And  what  results  is  bottom  line 
benefits  for  both  the  company  and 
the  bank. 


ChemicalBaink 

Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidjan,  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires,  Cairo, 
Caracas,  Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Milan,  Monrovia, 
Nassau,  Paris,  Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo,  Toronto,  Vienna,  Zurich. 


The  most  cunning  animal  in  the  forest 
is  struggling  to  survive. 

A  ndyou  think  you  're  out  of  the  woods. 

With  a  diminishing  habitat  and  depletion  of  its  natural  prey, 
the  hungry  fox  is  forced  to  attack  livestock.  In  turn, 
this  animal  is  further  threatened  by  understandably  angry  farmers. 

In  industry,  too,  the  vicious  circle  spins  'round. 
But  you  can  increase your plant 's  chances  of  survival  just  by 
practicing  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 


Allendale  Park,  Johnston.  Rhode  Island  0291 9 
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Life  In  The  Fast  Lane 


Can  a  company  tucked  away  in  the  rolling  hills  of  Beaverton,  Ore. 
find  happiness  in  the  fast-moving  world  of 
computer  technology?  Read  on. 


By  KATHLEEN  K.  WIEGNER 

Nestled  in  the  campus-like  atmosphere 
of  its  industrial  park  in  Beaverton,  Ore. 
(just  15  minutes  from  Portland),  Tek- 
tronix, Inc.  appears  to  be  far  from  the 
madding  crowd  of  high-technology  firms 
south  of  San  Francisco  in  so-called  Sili- 
con Valley.  But  with  sales  of  $455  million 
(net  $43.9  million),  Tektronix  is  hardly  a 
country  bumpkin.  In  two  product  areas 
it  is  a  giant.  It  is  the  world's  leading 
producer  of  cathode  ray  oscilloscopes, 
those  ubiquitous  TV-like  instruments 
used  to  measure  electrical  and  mechani- 
cal energy  and  reproduce  it  in  graphic 
form.  And  it  is  the  technological  leader 
in  graphic  computer  terminals,  used  by 
such  diverse  customers  as  the  auto  in- 
dustry (for  structural  design)  and  the  oil 
industry  (for  underground  mapping).  Its 
sales  in  the  past  five  years  have  grown  at 
a  compound  annual  rate  of  22.1%,  earn- 
ings per  share  at  29.3%.  That's  a  better 
showing  than  that  of  any  other  company 
in  the  instrumentation  industry — includ- 
ing Hewlett-Packard,  Tektronix  major 
competitor. 

"Our  business  is  related  to  the  total 
electronics  industry,  but  we  serve  it  at 
the  periphery,  explains  Tektronix' 
President  Earl  Wantland,  46.  "We  don't 
serve  the  business  at  the  center,  which 
did  all  its  engineering  20  years  ago  and 
isn't  expanding  very  fast.  We  service  the 
computer  companies  and  the  fast  piece 
of  the  communications  industry.  We 
grow  from  the  cutting  edge." 

Tektronix'  success  on  this  fast  track  has 
finally  begun  to  alter  its  image  as  a  one- 
product  company  whose  basic  technolo- 
gy, the  cathode  ray  tube,  was  about  to  be 
obsoleted  by  the  digital  revolution.  "We 
were  touted  as  a  one-product  company 
for  a  long,  long  time,"  agrees  Wantland. 
"But  it  was  never  true  except  when 
Howard  Vollum  designed  the  first 
product. " 

That  was  in  1946  when  Vollum,  now 
Tektronix'  chairman,  started  with  five 
people  in  an  appliance  store  to  develop 
his  own  oscilloscope  and  beat  out  Du 
Mont,  then  the  major  U.S.  producer. 

Tektronix'  plan  for  getting  all  of  its 
eggs  out  of  one  basket  involved  taking  its 
basic  cathode  ray  tube  technology  (which 
is  the  heart  of  an  oscilloscope)  and  devel- 
oping products  for  a  wide  array  of  mar- 
kets. "We  were  broadening  in  the 
1960s,"  says  William  Walker,  test  and 
measurement  group  vice  president.  In 


1971  the  company,  which  had  formerly 
been  product  and  engineering  oriented, 
was  reorganized  around  customer 
groups.  Specialized  teams  were  set  up  to 
study  new  markets  and  come  up  with 
hardware  and  software  solutions  using 
Tektronix  engineering.  Today  it  sells 
over  700  products  to  customers  in  gov- 
ernment, education,  broadcast  and  TV, 
the  computer  industry  and  electronic 
and  electrical  equipment. 

Take  Tektronix'  graphic  terminals.  In 
1964  its  engineers  developed  a  way  to 
hold  a  graphic  image  on  a  cathode  ray 
tube  for  15  minutes.  Conventionally  the 
tube  holds  an  image  only  for  a  second,  so 
images  must  be  constantly  "refreshed" 
or  redrawn.  The  first  graphic  terminal 
using  this  technology  was  overpriced  and 
had  only  limited  market  appeal  until 
Wantland,  then  an  executive  vice  presi- 
dent, set  up  the  information  display 
group  in  1970,  with  former  design  engi- 
neer Lawrence  Mayhew  in  charge.  May- 
hew  had  the  terminal  redesigned  and  cut 
the  cost  in  half.  Today  information  dis- 
play accounts  for  22%  of  Tektronix'  rev- 
enues (vs.  less  than  10%  four  years  ago) 
and  an  estimated  27%  of  profits.  The 
rapid  growth  of  the  higher-margined 
graphic  display  products  took  Tektronix 
through  the  1974-75  recession  with  ease. 

One  of  Tektronix'  few  attempts  at  di- 
versification through  acquisition  was  in 
1974  when  it  acquired  Grass  Valley 
Group,  a  California  company  making 
television  switching  systems  for  special 


effects.  It  was  a  great  success.  TV  prod- 
ucts are  less  than  10%  of  Tektronix'  sales, 
but  pretax  margins  at  Grass  Valley  run 
around  24%  vs.  16.6%  company-wide. 

Meanwhile,  Tektronix  has  joined  the 
digital  revolution.  Around  10%  of  its 
products  now  contain  microprocessors 
(so-called  computers  on  a  chip),  and 
Wantland  has  been  moving  the  company 
into  the  embryonic  but  potentially  enor- 
mous market  for  digital  service  instru- 
ments— devices  that  can  pinpoint  com- 
puter breakdowns  and  fix  them  right  on 
the  spot.  Last  year  25%  of  Tektronix' 
sales  were  to  the  computer  industry,  as 
much  as  it  sold  to  electronic  and  electri- 
cal equipment  makers. 

No  one,  including  Wantland,  expects 
Tektronix  to  keep  up  its  torrid  pace. 
Growth  in  the  information  display  group 
has  been  so  rapid  (55%  last  year)  that  as 
the  market  matures  and  new  competitors 
enter,  it  will  have  to  slow.  But  there  is 
still  plenty  of  opportunity.  "There  is 
probably  a  rapider  transition  to  new 
technology,  to  new  market  opportunities 
than  there  has  been  in  the  past,"  en- 
thuses Wantland.  "It's  an  exciting  world 
to  be  in  right  now  and  we're  going  to 
take  advantage  of  quite  a  number  of 
those  opportunities." 

Can  he  handle  all  this  from  Beaverton, 
Ore  ?  Becently,  Hewlett-Packard  estab- 
lished a  plant  in  Oregon,  and  other  man- 
ufacturers, plagued  by  high  costs  for  la- 
bor and  housing  in  Silicon  Valley,  are 
looking  there,  too.  ■ 


I,  Robot:  Tektronix'  4051  terminal  employs  computer  intelligence  to  preview  a 
machine  part  before  it  is  milled,  as  a  check  on  the  automated  controls. 
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The  Richest  Garbage 
Dump  In  The  World 

Until  the  late  1960s  New  Jersey's  Hackensack  Meadowlands 
was  little  more  than  garbage  landfill  and  a  few  warehouses. 
Now  it's  creating  new  realty  fortunes. 


Foh  years  it  barely  dented  the  con- 
sciousness of  the  commuters  and  truck- 
ers racing  through  the  last  stretch  be- 
tween New  Jersey  and  Manhattan. 
Hardly  more  than  a  void:  20,000  acres  of 
swamp,  smoldering  garbage  dumps, 
dead  cars  and  Secaucus,  a  town  that  was 
little  more  than  a  bad  joke  about  the 
smell  of  its  pig  farms  on  a  summer  eve- 


1  S.J.  Sisselman 

Berry's  Creek  Tract 

2  Hartz  Mountain 

Industries  Tract 

3  Mori  Tract 

(Acquired  by  Hartz) 

4  Bellemead  Tract 

5  Sports  Complex 

6  Teterboro  Airport 

7  Secaucus 


ning.  Certainly  not  a  piece  of  land  that 
anyone  would  want  to  live  or  work  on,  or 
even  own. 

Today  the  Hackensack  Meadowlands 
ranks  closely,  in  planned  investment  dol- 
lars, to  Floridas  Disney  World  or  Los 
Angeles'  Century  City.  Even  the  most 
disinterested  passerby  can't  miss  the  jut- 
ting 76,800-seat  football  stadium  that 
pulled  the  Giants  out  of  New  York  and 
the  adjacent  racetrack  that  has  drawn 
horses  and  bettors  from  about  a  half  doz- 
en other  tracks  in  the  area. 

In  the  early  1950s  some  of  this  swamp- 
land sold  for  as  little  as  $100  to  $300  an 
acre;  an  acre  in  a  good  location  now  is 
worth  as  much  as  $50,000.  Thus  are 
great  fortunes  made!  But  it  takes  time. 
And  patience. 

Actually,  real  estate  promoters  have 
been  dreaming  of  development  there  for 
at  least  40  years,  and  some  have  been 
buying  acreage  since  the  1930s.  But  the 
costs  of  draining  and  filling  the  swamps, 
diverting  the  waterways  and  putting 
down  pilings  to  support  substantia 
structures  turned  serious  developers 
away.  Besides,  the  14  local  governments 
that  include  pieces  of  the  tract  within 
their  boundaries  weren't  interested  in 
development  on  a  scale  that  would  draw 
money  away  from  their  established 
areas,  or  bring  in  lots  of  traffic. 

It  was  easier  and  cheaper  for  anybody 
who  wanted  to  build  to  locate  farther 
west  or  north  on  solid,  dry  land.  The  cost 
of  transportation  was  negligible;  energy, 
after  all,  was  just  a  word  then. 

But  even  on  a  not-so-clear  day  you  can 
see  Manhattan,  and  that  was  a  reality 
that  eventually  would  override  the  ob- 
stacles. The  developers  went  to  work 
buying  land  and  making  plans. 

Among  the  holders  of  substantial  acre- 
age in  the  Meadowlands  these  days  are 
Hartz  Mountain  Industries,  the  real-es- 
tate-rich holding  company  of  the  pet 
food  packager  of  similar  name  (see  box); 
Bellemead  Development  Corp..  which 
has  owned  land  in  the  tract  since  the 
1930s  and  had  become  in  1971  a  subsid- 


1    Comeback:  The  bonds  for  the  Jersey  Cia 

iary  of  Chubb  Corp.,  the  insurance  hold- 
ing company  ;  Rutherford  Land  Co.;  the 
vehicle  of  a  group  of  Swiss  and  French 
investors  that  bought  135  acres  from 
Bellemead  in  1974  for  $2.2  million;  Ter- 
minal Construction  Corp.,  the  New  Jer- 
sey contractor  and  developer  that  built 
the  storm  water  treatment  plant  for  the 
Meadowlands  sports  complex;  and  S.J. 
Sisselman  Co.,  with  holdings  going  back 
to  the  early  1950s.  Sisselman  recently 
formed  a  joint  venture  with  Cadillac- 
Fairview  Corp.,  a  large  Toronto-based 
developer  controlled  by  the  Bronfman 
family  of  Seagram  Co.,  Ltd. — called  Ber- 
gen County  Associates — to  build  a  shop- 
ping center  complex  on  its  Berry  Creek 
acreage. 

W  hy  all  the  big  players:1  Says  Mea- 
dowlands broker/developer  Charles 
Klatskin,  "The  economics  of  the  situation 
dictates  that  the  developers  build  up. 
The  HMDC  master  plan  calls  for  lots  of 
empty  space,  making  it  expensive  and 
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um  started  like  a  swampy  folly — sinking  to  the  low  60s  when  issued.  Now,  like  their  sponsor,  they're  doing  fine.  Recent  price:  1 07. 


|   therefore  only  for  the  big  hoys." 

For  years  about  all  that  these  and  oth- 
er developers  managed  to  build  in  the 

!  Meadowlands  were  a  few  small  industrial 
parks  consisting  mostly  of  warehouses 
and  distribution  facilities  mainly  for 
Manhattan  garment  makers.  More  ambi- 
tious efforts  were  either  stalled  or  voted 
down  by  the  locals.  By  1968  the  itch  to 

1  start  big  projects  drove  the  real  estate 
development  people  to  join  forces  and 
persuade  the  New  Jersey  legislature  to 
help  them  cut  through  the  negative 
thicket  of  local  government.  That  \ear 
the  legislature  created  the  Hackensack 
Meadowlands  Development  Commis- 
sion with  a  mandate  to  come  up  with  a 
master  plan  for  the  area  and  with  the 
power  to  override  the  towns  zoning  and 
planning. 

Four  years  elapsed  before  the  devel 
opment  commission   could   produce  ■> 
comprehensive  30-year  land  use  plan 
and  a  system  of  zoning  for  the  whole 
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20,000  acres.  The  investors  had  to  carry 
the  land  and  other  costs  all  this  time.  But 
then  if  development  had  been  easy,  the 
land  wouldn't  have  been  so  cheap  in  the 
beginning  and  the  prospects  for  profits 
would  have  been  limited. 

Well  before  the  sports  complex  was 
begun  in  1974,  proof  that  the  swamp 
could  be  made  to  support  big  structures 
had  appeared.  In  1966  Bellemead  com- 
pleted a  375,000-square-foot  distribution 
center  for  B.  Altman  &  Co.,  the  New 
York  department  stoic  chain,  and  it 
didn't  sink  into  the  muck.  A  few  years 
later  John  I.  Merritt,  Bellemead  s  presi- 
dent, hired  Daniel  Brachfeld,  a  former 
c\e<  utive  of  the  company  that  developed 
the  new  town  at  Reston,  Va.,  to  begin 
the  $6()-million  Lyndhurst  Corporate 
Center  in  the  Meadowlands. 

Then  a  syndicate  of  doctors  risked  $] 
million  to  buy  a  20-acre  tract  from  Hart/. 
Mountain  Industries,  raised  another  $14 
million,    and   built    Biverside  General 


Hospital.  Eugene  Heller,  president  of 
Hartz  Mountain,  which  today  owns 
1,550  Meadowlands  acres,  says,  "The 
200-bed  hospital  was  one  of  the  things 
that  convinced  Panasonic  to  come  here. 
The  Japanese  electronics  maker  moved 
its  U.S.  headquarters  from  Manhattan's 
Park  Avenue  to  a  Hart/,  site  in  the  Secau- 
cus  area  in  1975  after  signing  a  $50- 
million,  28-year  lease.  Another  induce- 
ment was  the  housing  development  that 
Hartz  put  up  near  the  hospital  at  Har- 
mon Cove.  In  three  years  Hartz  has  sold 
650  town-house  units  at  prices  from 
$40,000  to  $85,000  apiece,  a  number  of 
them  tfoing  to  Panasonic  employees. 

The  most  aggressive  jockeying  and 
politicking  these  days  is  loeused  i.n  plans 
ol  at  least  two  of  the  landholders  to  build 
multilevel  shopping  malls.  Northern 
New  Jersey  already  has  a  number  of 
these  Sprawling  merchandise  marts.  Lo- 
cal merchants  in  the  area  have  joined 
environmentalists  and  town  politicians  to 
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Meadowlands  Scenes:  Sprouting  in  the  marshlands  are  proj-  Mountain's  Hilton  hotel  and  office  complex  (upper  left)  and  its 
ects  ranging  from  Bellemead's  office  park  (lower  left)  to  Hartz     Harmon  Cove  housing  tract. 


oppose  Hartz  Mountain  plans  to  build  a 
$70-million  shopping  center  on  176  of  its 
700  acres  in  Secaucus  and  North  Bergen. 
Hartz  bought  the  land  from  the  estate  of 
racetrack  operator  Eugene  Mori  for  over 
$10  million  last  year. 

If  Hartz  is  turned  down,  Sisselman's 
joint  venture  with  Cadillac-Fairview  is 
ready  with  its  own  proposal.  Selig  Sissel- 
man says,  "We've  just  presented  the 
HMDC  a  two-stage,  ten-year  program 
for  $l-billion  worth  of  new  construction. 
In  addition  to  our  shopping  center,  our 
master  plan  would  include  4,000  housing 
units,  office  parks,  two  hotels,  a  marina 
and  parking  facilities."  Meanwhile,  Sis- 
selman offered  to  donate  five  acres  for 
construction  of  a  YMCA  in  an  attempt  to 


get  his  project  approved  in  yet  another 
round  of  the  developers'  rivalry. 

Hartz  Mountain  has  run  into  other 
problems  in  its  efforts  to  get  going.  Its 
original  housing  plan  called  for  construc- 
tion of  17  high-rise  apartment  buildings 
with  4,374  units  on  77%  acres.  But  local 
communities  created  an  outcry  over  po- 
tential congestion  and  the  need  for  costly 
services  that  sent  the  company  into  re- 
treat. Then  Heller  s  people  came  up 
with  a  scaled-down  version,  this  time 
only  seven  buildings  with  1,480  apart- 
ments over  five  years.  In  December  a 
development  board  of  the  commission 
voted  it  down,  too.  A  few  weeks  later  the 
full  commission  took  another  look  at  the 
Hartz  housing  plan  and  approved  it  6-0. 


Land  development  is  clearly  not  for 
those  who  discourage  easily. 

At  any  rate,  the  Meadowlands  are  big 
business  now.  Bellemead  Development 
Corp.,  with  holdings  elsewhere  in  New 
Jersey  and  in  Florida,  still  managed  to 
garner  roughly  two-thirds  of  its  $17  mil- 
lion in  leasing  income  last  year  from  its 
Lyndhurst  Corporate  Center.  An  even 
more  significant  measure  of  the  success 
of  a  project  is  the  growth  of  the  develop- 
er's equity.  Bellemead's  equity  has 
grown  from  $11  million  in  1973  to  $27 
million  last  year,  figured  at  cost.  The  real 
worth  of  the  investment  in  place  and 
operating  is  considerably  more  than  its 
cost,  at  least  twice  as  much. 

Hartz  Mountain  Industries,  a  private- 
ly held  company,  doesn't  publish  its  re- 
sults. But  its  nearly  $150-million  invest- 
ment is  greater  than  Bellemead's,  and 
that  probably  means  that  its  equity  also 
is.  Of  Hartz  financial  progress.  Heller 
says,  "Last  year  we  were  in  a  positive 
cash  flow  position  for  the  first  time. 
We've  had  huge  front-end  startup  costs 
to  overcome.  Now  we  have  a  revenue 
stream  building  as  well. 

The  pigs  are  long  gone  from  Secaucus, 
and  so  is  all  that  cheap  land  that  nobody 
wanted.  When  all  the  hearings  and  pro- 
tests are  over,  the  developers  almost 
certainly  will  be  out  looking  for  more 
Meadowland-like  situations  where  they 
can  turn  know-how  and  patience  into  big 
projects  and  big  profits.  ■ 


A  Weil-Timed  Spinoff 

Nearly  six  years  ago,  at  the  height  of  the  go-go  market  in  hot  new  stocks, 
Hartz  Mountain  Corp.,  the  birdseed  and  pet  supplies  company  went  public. 
But  first,  the  controlling  Leonard  Stern  family  spun  off  (to  themselves)  Hartz 
real  estate  operations,  mostly  700  acres  of  Jersey  meadowlands.  The  Sterns 
then  sold  the  public  15%  of  their  pet  products  company  for  about  $40  million 
and  used  some  of  the  proceeds  to  pay  off  sizable  loans  on  their  meadowlands 
and  other  property.  That  left  Stern  the  means  to  fund  development.  What  is 
Leonard  Stern  s  property  worth?  Nobody  knows  but  he  is  well  on  his  way  to  a 
fortune  that  some  day  could  rival  in  value  the  family's  nearly  $180-million 
worth  of  bird-food  company  stock. 

And  the  public  stockholders?  The  shares  they  bought  at  $22.75  a  share  in 
1972  now  go  for  $10  a  share.  The  rich,  of  course,  get  richer.  But  is 
it  surprising  that  the  average  investor  walks  away  from  the  stock  market? 
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Announcing 

(he  end 
of  insurance 


obble 


wf^^^^  No  more  thereto's, 

J^^^  w hereof  s  and  hereinafter 's. 

The  St.  Paul  introduces 
yj^^  ,  the  first  business  package  msur- 

P^^^  ance  policy  written  in  plain  English. 

Two  and  a  half  years  in  the  writing,  this 
new  policy  reads  as  easily  as  Readers  Digest.  Sen- 
tences are  short,  simple  and  to  the  point.  The  typeface 
reads  nice  and  easy.  There's  no  more  fine  print. 
What's  more,  examples  and  definitions  are  included  in  the  text. 
No  more  digging  for  words  buried  in  a  glossary  somewhere  in  the  back. 

We  simplified  this  policy  for  a  very  simple  reason:  The  better  you 
understand  your  business  insurance,  the  fewer  problems  you  will  have 
with  your  insurance  program. 

Want  insurance  without  gobbledygook?  Contact  your  Indepen- 
dent Insurance  Agent  representing  The  St.  Paul.  He's  listed  in  the 
Yellow  Pages. 


1 


®  Serving  you  through  independent  Agents  St.  Pant  Fire  and  Marine  Insurance  Company/St.  Paul  Mercury  Insurance  Company/The  St.  Paul  Insurance  Company/ 
aul  Guardian  Insurance  Company/The  St.  Paul  Insurance  Company  of  Illinois:  Property  and  Liability  Affiliates  of  The  St.  Paul  Companies  Inc.,  Saint  Paul,  Minnesota  55102. 


Should  The  FCC's 
License  Be  Revoked? 

For  44  years  Big  Brother  has  been  watching. 
Congressman  Lionel  Van  Deerlin  and  his  House 
Communications  Subcommittee  would  like  to  take 
away  some  of  that  power.  It  won't  be  easy. 

By  JEFFERSON  GRIGSBY 


Everybody  likes  to  talk 
about  government  deregu- 
lation but  the  Communica- 
tions Subcommittee  of  the 
House  of  Representatives 
and  its  chairman.  Repre- 
sentative Lionel  Van  Deer- 
lin (D-Calif),  are  actually 
trying  to  bring  it  about. 

For  18  months  they  have 
been  assembling  research 
and  testimony  to  rewrite  the 
Communications  Act  of 
1934,  which  created  the 
Federal  Communications 
Commission  and  authorized 
it  to  regulate  common  carri- 
ers and  broadcasting.  The 
rewrite  bill,  now  being 
drafted,  is  to  be  introduced 
in  the  House  this  spring. 

Van  Deerlin,  a  lanky  for- 
mer television  newscaster 
from  San  Diego,  talks  hope- 
fully of  deregulating  radio, 
abolishing  the  so-called  fair- 
ness doctrine  and  reducing 
the  FCC,  in  radio  at  least, 
to  a  mere  referee  of  the  fre- 
quency band. 

How  is  he  going  to  get 
this  bill  through?  In  an  in- 
terview with  Forbes  in  his 
Washington  office,  Van 
Deerlin  outlined  his  strate- 
gy: a  series  of  deregulatory 
tradeoffs — a  little  freedom 
for  everyone. 

Why  rewrite  the  law?  Be-   

cause,  says  Van  Deerlin, 
"The  1934  act  undertook  to  regulate  only 
wire  and  radio  communications;  that's  all 
we  had  then.  It  antedated  television, 
coaxial  cable,  satellites,  lasers,  fiber  op- 
tics— even  something  so  simple  as  point- 
to-point  microwave.  Since  then,  we've 
established  a  vast  communications  busi- 
ness, part  regulated,  part  unregulated — 
in  fact,  the  commission  itself  can  t  be 


Van  Deerlin:  Regulation  of  the  vast  U.S.  communications  indus- 
try has  become  a  "hodgepodge  .  .  .  moving  in  fits  and  starts." 


sure  sometimes  whether  to  regulate  or 
not  to  regulate." 

Van  Deerlin  is  no  fan  of  the  FCC.  He 
accuses  it  of  "nonresponse  or  very  slow 
response"  to  technological  change. 
"Take  FM  radio,"  he  says.  "That  tech- 
nique was  thoroughly  developed  when 
the  act  was  written,  but  the  FCC  didn't 
license  it  until  the  late  Forties.  More 


recently,  we've  seen  the  stultification  of 
the  cable  television  industry.  We've 
seen  proceedings  that  have  strung  out 
for  11  or  12  years.  That's  not  malfea- 
sance, it's  nonfeasance." 

To  correct  this,  he  wants  to  write  into 
the  new  law  a  time  limit  for  FCC  action, 
as  well  as  a  congressional  mandate  "that 
puts  the  onus  on  old  technologies  to 
prove  that  new  technologies  are  going  to 
be  inimical  to  the  public  interest,  not 
just  to  the  old  technology.  Now  the  onus 
is  totally  on  the  new  technology  to  prove 
it  won't  impinge  on  the 
well-being  of  the  existing 
technology.  In  other 
words,  you  don't  ban  pay- 
TV  simply  because  it  may 
hurt  the  owners  of  existing 
TV  stations. 

Further,  he  says,  "The 
scarcity  factors  that  once 
made  sense  just  don't  make 
sense  anymore.  The  leading 
radio  station  in  the  Los  An- 
geles market  has  a  rating  of 
six.  That  means  there  are  so 
many  stations  there  that  I 
can't  conceive  of  every  po- 
litical and  social  view  not 
being  pretty  thoroughly 
represented.  It  also  means 
that  anyone  with  a  little 
money  who  wants  to  get 
into  broadcasting  damn  well 
has  a  chance  to  do  it." 

Thus,  he  says,  it  should 
be  possible  in  most  of  the 
country  "to  strip  radio  of  all 
regulation  except  technical 
requirements."  The  same 
goes  for  the  fairness  doc- 
trine, he  says:  "There  are  as 
many  radio  stations  in  this 
country  as  there  are  weekly 
newspapers,  and  two-thirds 
as  many  television  stations 
as  there  are  daily  newspa- 
pers. How  does  it  make 
sense  to  have  seven  com- 
missioners in  Washington 
deciding  what  they  should 
be  editorializing  about?" 

Van  Deerlin  is  a  little 
more  careful  about  what  he 
says  on  two  of  the  biggest 
battlegrounds  in  communications:  the 
total  deregulation  of  cable  TV  ("that 
would  depend  on  the  extent  to  which 
broadcasting  is  also  freed  of  some  of  the 
shibboleths  of  regulation  ")  and  competi- 
tion in  the  telephone  industry. 

"What  small-market  broadcasters  fear 
from  cable,"  he  says,  "is  somebody  hook- 
ing up  independents  and  cable  eompa- 


62 


FORBES,  APRIL  3,  1978 


nies  into  a  superstation  and  beaming  in 
first-run  movies  by  satellite  to  fragment 
small  markets  all  over  the  country. 

"But  what  is  the  responsibility  of  Con- 
gress and  government  to  preserve  local- 
ism as  such?  For  that  matter,  to  what 
extent  has  localism  been  preserved  un- 
der the  networks,  which  weren't  even 
contemplated  in  the  1934  act?  There  are 
600  television  stations  in  the  country  that 
get  an  average  of  about  82%  of  their 
programming  from  the  networks.  When 
the  FCC  gave  them  the  prime-time  ac- 
cess rule,  they  could  have  put  on  some 
imaginative  local  programming.  But  in- 
stead they  went  out  and  bought  game 
shows  and  tired  syndicated  stuff — an  ad- 
ditional half  hour  of  crap.  As  for  com- 
pletely deregulating  the  telephone  in- 
dustry or  setting  the  Bell  System  free  to 
compete  with  IBM,  Van  Deerlin  will  say 
Only:  "I  see  the  leaning  in  our  subcom- 
mittee toward  a  lessening  of  regulation.  I 
think  we  would  usually  come  down  on 


"  .  .  .  'Scarcity  factors  that 
once  made  sense  in  the  fair- 
ness doctrine  don't  make 
sense  anymore'  . .  ." 


the  side  of  free  and  fair  competition." 
Meaning  that  the  Bell  System  won't  get 
all  it  wants,  but  Van  Deerlin  isn't  totally 
anti-Bell,  either. 

He  obviously  wants  to  throw  a  carrot 
to  as  many  others  as  he  can,  too.  For 
example,  commercial  radio  broadcasters, 
once  deregulated,  might  pay  a  "spec- 
trum use  charge"  for  use  of  the  airwaves, 
which  could  go  to  subsidize  public 
broadcasting.  UHF  television  stations 
might  be  given  "complete  equal  footing" 
technically  with  VHF.  Telephone  com- 
panies might  not  like  increased  competi- 
tion, but  they  would  at  least  know  what 
the  rules  are. 

Says  Van  Deerlin:  "It's  popular  to 
speak  of  vested  interests  as  if  they  were 
some  kind  of  monolithic  evil,  but  in  re- 
ality there  are  strong  competing  inter- 
ests in  any  of  these  areas" — AT&T  and 
its  new  competitors,  cable  versus  broad- 
casters, even  radio  versus  television, 
public  versus  private.  Says  he:  "There 
just  isn't  any  monolithic  opposition." 
Well,  maybe. 

In  the  end,  though.  Van  Deerlin's 
strongest  argument  may  be  that  what- 
ever else  happens,  technology  itself 
seems  fast  obviating  the  central  philos- 
ophy of  the  1934  act.  In  an  age  of  com- 
munications abundance,  a  law  based  on 
scarcity  hardly  makes  sense. 

"Regardless  of  what  our  subcommittee 
does,  or  Congress  does,  vast  changes  are 
in  store,"  he  says.  "It  would  be  better  to 
do  this  with  some  semblance  of  order 
rather  than  just  letting  it  happen."  ■ 
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Anthony  Frank: 

Don't  sell  the  S&L 
industry  short,  he 
says,  it's  sounder 
than  ever. 


California  S&Ls: 
Will  History  Repeat? 

The  stock  market  seems  to  be  saying 
that  the  S&Ls  are  in  for  a  repetition  of  1 974. 
The  industry  itself  has  quite  a  different  view. 


Even  in  this  sick  market  it  is  hard  to 
find  a  group  of  stocks  as  cheap  as  those  of 
the  California  savings  and  loans.  The 
average  price/earnings  ratio,  as  shown  in 
the  table  below,  is  almost  4 — closer  to 
3.5  if  you  figure  on  probable  1978  earn- 
ings. Moreover,  the  stocks  have  been 
weak,  dropping  as  much  as  20%  since 
last  fall.  Without  exception  they  sell  at 
big  discounts  from  asset  value. 

What  is  bothering  the  market,  clearly, 
is  that  the  California  housing  boom  may 
be  over  and  the  savings  and  loans  may  be 
in  for  a  repetition  of  1974  when  high 
interest  rates  elsewhere  resulted  in  a 
huge  outflow  of  funds.  Will  history  re- 
peat? The  industry  has  $3  billion  in  so- 
called  "jumbo"  certificates  of  deposit 
outstanding,  and  right  now  medium- 
term  Treasurv  bonds  vield  close  to  8% 


while  the  jumbos  pay  about  1Vi%, 

As  if  to  point  up  all  these  worries,  the 
inflow  of  new  money  into  the  S&Ls 
dropped  over  40%  in  January  and  Febru- 
ary from  the  same  months  in  1977. 

But  talk  to  California  S&L  men  and 
you  get  quite  a  different  story.  Listen  to 
Anthony  M.  Frank,  46,  chief  executive 
of  San  Francisco's  United  Financial 
Corp.:  "In  1974  the  industry  was  hit  by 
surprise  increases  in  Regulation  Q  [sav- 
ings interest  rate  ceilings]  which  cut  into 
our  spreads  by  long-term  loan  commit- 
ments that  were  made  at  fixed  rates." 

Won't  similar  factors  come  to  the  fore 
again?  "Definitely  not,"  says  Frank,  a  20- 
year  veteran  in  real  estate  and  past  chair- 
man of  the  San  Francisco  Federal  Home 
Loan  Bank.  "Considerable  structural 
changes  have  occurred  in  S&L  lending 


and  borrowing  since  the  1960s  and  early 
1970s — all  of  it  for  the  better.  I'd  go  as 
far  as  to  say  that  a  substantial  drop  in 
savings  this  year  could  turn  out  to  be  an 
opportunity  for  the  California  S&Ls  rath- 
er than  a  problem.  It'll  allow  us  to  prove 
we  can  do  well  even  during  periods  of 
adversity." 

"The  industry  is  learning  to  cope  with 
the  easy  money/tight  money  followed  by 
easy  money  cycles,"  says  Herbert  M. 
Sandler,  boss  of  Oakland's  Golden  West 
Financial  Corp.  "Many  S&Ls  wouldn  t 
have  experienced  earnings  declines  back 
in  1974  if  they  hadn't  borrowed  heavily 
from  the  Federal  Home  Loan  Bank,  us- 
ing variable  interest  rate  advances.  Rates 
began  ratcheting  up,  and  since  most 
S&Ls  had  heavily  committed  themselves 
to  lend  at  fixed  rates,  they  were  caught 


Savings  &  Loans 

A  Statistical  Profile 


Company 


Earnings    EPS%                 Indicated  Book 

Assets  Revenues                  per      Increase  Indicated    Yield       Price/  Value 

1977        1977    Revenues    Share       over     Dividend      on  Earnings  per 

(billions)  (millions)     1976        1977        1976       Rate     Common    Ratio  Share" 


Discount  Price 
from  Range 
Book  1976-78 


H.F.  Ahmanson  $9.5  $864.7  $683.9  $4.55  52%  $0.80  4.6%  3.8  $28.57  -39%  22-10 

Equitable  S&L  1.1  122.0  92.6  5.01  69  0.80*  4.3  3.7  25.86  -28  18-  8 

Financial  Federation  2.0  164.8  133.8  5.24  50  1.00  3.3  5.7  36.44  -18  31-10 

First  Charter  Financial  7.7  605.5  479.2  3.27  36  0.80  5.3  4.6  21.34  -30  19-12 


Gibraltar  Financial  2.7  221.5  170.4  2.97  61  0.60  5.8  3.5  17.53  -41  13-  5 

Golden  West  Financial  2.6  209.8  172.0  5.57  33  0.60  3.8  2.8  22.93  -  32  21-12 

Great  Western  Financial  7.6  593.4  477.1  4.95  50  1.00  5.2  3.9  32.77  -41  25-14 

Imperial  Corporation  5.2  410.7  335.9  4.10  38  0.80  5.2  3.8  26.07  -41  18-10 

United  Financial  2.3  198.5  162.0  4.02  75  0.80  5.5  3.6  25.52  -  43  19  -  6 


*  Excluding  special  dividend.      **  Estimates  by  Dean  Witter  Reynolds  Inc. 
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in  a  squeeze.  Today,  however,  there 
are  very  few  loans  from  the  FHLB 
that  are  variable." 

Many  state  S&Ls  now  make  vari- 
able mortgage  interest  loans  to  offset 
their  own  rising  money  rates.  VRMs 
were  almost  nonexistent  in  1974.  Un- 
ited's  Frank  predicts  California  S&L's 
savings  will  rise  by  some  10%  for  the 
year  despite  the  bad  start.  That  would 
amount  to  $5  billion  in  lending  pow- 
er, much  of  it  retained  interest. 

The  associations  have  other  sources 
of  cash  flow.  "In  addition  to  borrow- 
ing from  the  FHLB  and  other 
sources,"  says  Frank,  "there's  also 
selling  existing  mortgages  and  cash 
repayments  of  mortgage  principal. 
Such  repayments  alone  amounted  to 
$670  million  last  December;  they  are 
likely  to  be  at  record  levels  overall 
this  year.  That  source  should  provide 
us  with  about  $8  billion." 

As  for  the  short-term  jumbo  CD 
volatility  threat,  it  doesn't  overly  con- 
cern either  Frank  or  Sandler,  in  large 
part  because  neither"  of  their  S&Ls 
has  much  on  deposit.  Those  that  do,  they 
figure,  should  probably  be  able  to  roll  a 
good  part  of  them  over — albeit  at  higher 
rates.  So  they  face  some  margin 
shrinkage. 

Big  problems  for  the  industry  were 
caused,  back  in  1974,  by  the  longer-term 
"consumer"  certificates — ones  that  run 


No  More  Roller  Coaster?  Herbert  Sandler,  head 
of  Golden  West  since  1963,  claims  S&Ls  have 
learned  to  live  with  tight/easy  money  cycles. 


from  one  year  to  four  years.  Says  Golden 
West's  Sandler,  "Back  then,  those  certi- 
ficates didn't  have  a  steep  enough  penal- 
ty for  early  withdrawal  built  into  them. 
Today  the  penalties  are  very  steep  on 
more  recently  issued  certificates." 

If  funds  are  withdrawn  in  90  days,  the 
investor  forfeits  all  interest.  After  90 


days,  the  penalty  is  not  as  harsh,  but 
still  steep.  Longer-term  CDs  com- 
prise much  more  of  an  S&L's  deposits 
than  do  the  short  ones. 

What  about  California's  binge  of 
speculative  home  buying  that  pushed 
prices  to  the  point  where  an  average 
home  cost  twice  what  it  did  in  1972? 
That  appears  to  have  been  largely 
checked.  Prodded  by  the  FHLB  of 
San  Francisco,  home  lenders  sharply 
curtailed  speculative  lending.  Mau- 
rice Mann,  who  recently  resigned  as 
head  of  the  FHLB  in  San  Francisco, 
told  the  industry  they  had  done  a 
commendable  job.  "You  came  in  for  a 
soft  landing  instead  of  a  bumpy  one," 
he  said. 

Foreclosure  rates  and  delinquen- 
cies for  most  California  S&Ls  remain 
(juite  low.  Total  problem  loans  have 
been  just  1%  of  assets  for  each  of  the 
last  three  years. 

Of  course,  all  this  optimism  could 
turn  out  to  be  badly  misplaced.  But 
so  could  the  stock  market's  pessi- 
mism. This  year  may  not  yet  turn  out 
to  be  a  repeat  of  1974 — either  in  the  sky- 
high  interest  rates  or  in  the  deep  reces- 
sion of  that  year.  Moreover,  with  earn- 
ings expected  to  rise  this  year  and  with 
dividend  payouts  still  very  low  (17%  on 
average),  it  will  be  surprising  if  further 
dividend  hikes  are  not  in  store  for  the 
California  S&Ls  early  next  year.  ■ 


"That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building.     •  ' 
1  Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  'See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  £6. 
Dept.  B-.W ,  B  M  A  Tower, 
Kansas  City,  Mo.  64141.  7i«24 


^BUTLER^ 
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16  build  a  motor  car  by  hand  is  artistry. 

To  own  one  is  ecstasy. 


ROLl', 


When  it  comes  to  making  products 
(flj  by  the  millions,  there  is  no  substitute 
Sj  for  mass  production. 

But  when  it  comes  to  building 
masterpieces  one  by  one,  there  is  no 
alternative  to  individual  artistry. 

Consider  the  birthpangs  of  a  1978 
Rolls-Royce  Silver  Wraith  II.  It  does  not 
move  methodically  from  one  machine  to 
another,  until  it  is  assembled  before  your 
eyes.  On  the  contrary,  it  is  moved  carefully 
from  one  workshop  to  another,  until  it  is 
finally  certified  a  masterpiece  by  every 
craftsman  who  has  had  a  hand  in  creating 
it.  And  in  every  case,  the  hand-building 
process  takes  at  least  four  months. 

The  engineer  and  genius  who  started 
Rolls-Royce  Motors  on  this  long  pursuit 
of  perfection,  Frederick  Henry  Royce, 
would  have  it  no  other  way. 

Wherever  one  bolt  would  suffice,  he 
insisted  on  two.  Whenever  one  moving  part 
would  make  a  sound,  he  went  about 
redesigning  it  with  his  own  hands.  And  to 
this  day,  human  hands  hold  the  keys  to 
every  Rolls-Royce  masterpiece. 

This  is  why  a  Silver  Wraith  II  is  a 
timeless  pleasure  to  drive  and  a  priceless 


asset  to  own— from  its  sophisticated 
rack-and-pinion  steering  and  its  unique 
automatic  two-level  air  conditioning  to  its 
matching  walnut  veneers  and  its  selected 
hide  leathers. 

This  is  also  why  a  Silver  Wraith  II  may 
be  worth  even  more  to  you  many  years 
from  now  than  it  is  today. 

And  it  is  only  fitting  that  it  should  be. 
After  all,  many  people  travel  a  long  road 
before  they  come  to  the  point  where  they 
are  ready  to  consider  the  purchase  of  a 
Silver  Wraith  II.  And  if  you  are  one  of 
them,  we  would  like  to  leave  you  with  two 
reassuring  thoughts. 

More  than  half  of  all  the  Rolls-Royce 
motor  cars  ever  built  are  still  very  much 
on  the  road.  And  every  detail  of  a  new 
Silver  Wraith  II  has  been  designed, 
engineered  and  crafted  with  the  same 
destiny  in  mind. 

A  collection  of  Rolls-Royce  masterpieces 
is  waiting  at  your  nearest  Authorized 
Rolls-Royce  Dealership.  For  further 
information,  simply  call  800-325-6000 
and  give  this  ID  number:  1000. 

The  names  "Rolls-Royce  "and  "Silver  Wraith  11" and  the  mascot,  badge  and 
radiator  grille  are  all  Rolls-Royce  trademarks  ©Rolls-Royce  Motors  Inc.  1978. 
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Since  you  have  to  pay  the  penalty  for  being  in  your  bracket 
you  might  as  well  get  some  of  the  rewards. 
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The  Streetwalker 


The  1977-78  Bull  Market? 


By  ROBERT  J.  FLAHERTY 

"When  the  pension  funds  want  to 
lighten  up  on  stocks  they  can  only  sell 
what  they  own,  and  that  means  they 
dump  Exxon,  IBM  and  Xerox.  They 
don't  own  much  of  the  secondary  and 
tertiary  companies,  so  they  don't  sell 
em,"  That's  Howard  (Pete)  Colhoun 
talking.  Pete  knows  what  he's  talking 
about  because  his  firm's  T.  Rowe  Price 
Growth  Stock  Fund  is  sitting — suffer- 
ing— with  hundreds  of  millions  worth  of 
the  quality  kind  of  merchandise.  He's 
explaining  why  the  old  growth  stocks  are 
getting  killed  while  some  so-called  sec- 
ondary stocks  are  doing  quite  well.  Pete 
knows  about  the  latter,  too.  His  firm's 
Rowe  Price  New  Horizons  Fund,  which 
buys  smaller,  lesser-known  growth  com- 
panies, has  risen  9%  a  share  while  the 
Dow  industrials  have  fallen  25%. 

"Even  if  you  think  IBM  and  Coke  are 
cheap,"  he  continues,  "you  sell  em  if 
you  want  to  cut  back  on  stocks  and  buy 
bonds.  This  kind  of  stock  could  be  under 
pressure  for  a  long  time.  " 

Arthur  D.  Bond,  a  managing  partner 
at  big  Massachusetts  Financial  Services 
(Massachusetts  Investors  Trust,  Massa- 
chusetts Financial  Development  Fund) 
has  had  a  similar  experience:  "Our  big 
funds  with  heavy  holdings  in  big  blue- 
chip  cyclicals  and  classic  growth  were 


down.  Our  small  funds  weighted  with 
potential  takeover  candidates  and  yield 
stocks  were  flat  or  up." 

But  you  didn't  have  to  be  a  takeover 
stock  to  do  well.  Look  at  data  processing. 
IBM  is  down  30  points  this  year  despite 
buying  in  a  big  gob  of  its  own  shares. 
Digital  Equipment  is  selling  at  a  price/ 
earnings  ratio  of  13  (it  was  21  in  January 
1977).  These  are  both  institutional  stocks, 
of  course.  But  among  smaller  data  proces- 
sors there  have  been  some  sparkling 
gains:  Since  January  1977,  Prime  Com- 
puter went  from  13  to  26;  Storage  Tech- 
nology from  10  to  26;  Datapoint  and  Cray 
Research  have  also  done  well. 

Why  do  some  such  stocks  go  up  and 
others  down?  As  Pete  Colhoun  has  told 
us:  If  the  institutions  gotta  sell,  they 
gotta  sell  what  they've  got. 

Look  at  retailing.  Sears,  Roebuck  and 
J.C.  Penney  get  clobbered.  Gordon  Jew- 
elry Corp.  goes  up. 

Or  take  over-the-counter  stocks.  The 
National  Quotation  index  of  35  o-t-c  blue 
chips  (Tampax,  Anheuser-Busch)  is 
down  4Vt%  since  January.  But  the  Over- 
The-Counter  Security  Fund,  with  300 
little-known  names,  is  up  over  6%. 

There's  nothing  mysterious  about  the 
process.  Even  if  the  institutions  are 
switching  many  stocks  to  bonds,  much  of 
what  they  are  putting  into  stocks  has 
gone  into  middle-sized  and  smaller  com- 


panies. And  a  little  buying  in  a  small 
stock  goes  a  long  way. 

That  explains  the  two-tier  market  of 
recent  years.  But  what's  ahead?  Pete 
Colhoun  thinks  it  will  remain  the  same, 
and  he  predicts  his  New  Horizons  Fund 
will  be  a  star  performer  this  year. 

But  we  talked  about  the  two-tier  situa- 
tion with  Robert  J.  Farrell,  the  super- 
smart  technician  at  Merrill  Lynch,  and 
he  sees  the  future  differently.  He  thinks 
the  secondary  stocks  are  about  due  for  a 
setback.  "You  have  already  started  to  see 
some  corrections  in  that  group,"  he  says. 
"Gould  Inc.,  Marley,  American  Broad- 
casting Cos.  As  a  group  secondary  com- 
panies may  run  into  troubles  sometime 
in  the  next  few  months."  (Farrell  defines 
secondary  companies  as  those  below  the 
top  200  in  capitalization.) 

Farrell  thinks  the  secondaries  are  vul- 
nerable because  the  gap  between  them 
and  the  old-line  growth  stocks  is  no  long- 
er very  great.  Time  was  when  the  gap 
was  10  times  earnings  vs.  30  times  earn- 
ings. Today  Eastman  Kodak  sells  at  just 
over  10  times  earnings,  whereas  a  sec- 
ondary stock  like  Gould — which  was  at 
13  P/E  when  Kodak  was  at  46  P/E — now 
has  a  P/E  only  about  3  less  than  Kodak's. 
Farrell  cites  the  Value  Line  index  of 
1,669  stocks — the  whole  market,  in  ef- 
fect. The  Value  Line  index  now  has  an 
average  P/E  of  7.2  vs.  8.4  for  the  blue- 


The  New  Two-Tier  Market 

Some  second-  and  third-tier  stocks  have  been  in  a  bull  market  all  their  own. 

Recent  Year  Ago  P/E  Indicated  Yield 

Company  Price  (Feb.  28,  1977)  %  Change  Ratio  on  Common 


Storage  Technology 

26 

10% 

+  142 

11 

nil 

Twentieth  Century-Fox 

22% 

10% 

+  126 

4 

5.2% 

Great  Lakes  Dredge  &  Dock 

27 

12% 

+  110 

6 

6.7 

Sanders  Associates 

17% 

10 

+  78 

7 

nil 

Datapoint 

385/s 

22V4 

+  74 

12 

nil 

Itek 

25% 

16 

+  62 

29 

nil 

Metro-Goldwyn-Mayer 

27% 

17V4 

+  62 

12 

3.9 

Johnson  Controls 

26% 

17 

+  58 

10 

3.7 

Whittaker 

9% 

6 

+  52 

7 

2.2 

Church's  Fried  Chicken 

32% 

21% 

+  50 

10 

1.9 

Reliance  Group 

28% 

18% 

+  50 

5 

2.1 

M/A-COM* 

33% 

22% 

+  48 

15 

1.5 

Loral 

22l/4 

15% 

+  47 

8 

3.6 

Parker  Pen 

18 

12% 

+  47 

8 

2.7 

J.  Walter  Thompson 

22V4 

15% 

+  47 

7 

5.4 

Nucor 

26% 

18% 

+  44 

7 

1.4 

Waste  Management 

19% 

13% 

+  44 

11 

2.0 

Cone  Mills 

32 

22% 

+  41 

5 

0.5 

Dome  Petroleum** 

53V4 

38l/a 

+  38 

6 

nil 

Scott.  Foresman 

30 

22% 

+  33 

8 

3.3 

"Name  changed  from  Microwave  Associates.    **An  American  Stock  Exchange  listing. 
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The  Streetwalker 


chip  Dow  Jones  industrials. 

Unlike  Colhoun,  Farrell  thinks  the 
worst  of  the  institutional  dumping  of 
stocks  will  end  in  May  or  June.  The 
private  pension  funds,  he  says,  have 
already  cut  stocks  from  73%  of  their 
portfolios  in  1972  to  60%  at  the  end  of 
1977  and  may  soon  cut  them  to  around 
55%.  Meanwhile,  institutional  cash  is 
heginning  to  reach  the  high  levels  of 


late  1974  when  the  dramatic  turnaround 
lifted  the  DJI  300  points  in  a  few 
months.  He  looks  for  a  bull  market  that 
could  carry  into  1979.  Farrell  cites  an 
encouraging  sign:  Merrill  Lynch  s  indi- 
vidual investors  are  starting  to  show 
more  activity. 

While  he  does  expect  a  correction, 
Bob  Farrell  doesn  t  think  the  party  is 
over  in  the  secondaries.  The  next  big 


move  will  be  in  the  general  market,  led 
by  the  quality  stocks  with  the  secondary 
following  along.  Pete  Colhoun  thinks 
we'll  see  continued  pressure  on  the  big 
blue  chips  and  continued  good  action  in 
small  stocks  in  1978.  All  we  know  is  that 
no  trend  lasts  forever,  and  this  particular 
one  has  lasted  a  long  time — weakness  in 
the  first  tier,  strength  in  the  second  and 
third  tiers.  ■ 


Decisions  Of  A  Third  Kind 

Second  thoughts  led  to  the  dumping  of  many  one-decision  stocks  in  1973-74. 
Lately,  many  institutions  have  made  a  third  decision:  to  sell  still  more. 


Recent 

Year  Ago 

P/E 

Indicated  Yield 

Company 

Price 

(Feb.  28,  1977) 

%  Change 

Ratio 

on  Common 

Inco 

14% 

30% 

-53 

12 

5.6% 

Weyerhaeuser 

22% 

41% 

-46 

10 

3.6 

U.S.  Steel 

26 

46% 

-44 

16 

6.2 

Bethlehem  Steel 

20% 

36% 

^3 

deficit 

4.8 

Eastman  Kodak 

42% 

74% 

-43 

11 

5.0 

Avery  International 

13% 

22% 

-40 

9 

1.8 

Dow  Chemical 

23% 

36% 

-37 

8 

5.2 

Union  Carbide 

39% 

59% 

-34 

6 

7.1 

Polaroid 

24% 

35% 

-31 

9 

3.3 

Schering-Plough 

26% 

38% 

-31 

9 

4.2 

Woolworth 

18% 

25% 

-28 

6 

7.6 

Alcoa 

39V4 

53% 

-27 

7 

4.6 

Goodyear  Tire 

15% 

21% 

-26 

6 

8.2 

Standard  Brands  Paint 

26% 

35% 

-26 

12 

1.8 

Corning  Glass  Works 

45% 

59% 

-25 

9 

3.7 

Sears,  Roebuck 

24% 

31% 

-23 

9 

5.2 

Masco 

I6V2 

21% 

-22 

9 

2.4 

Sony 

7% 

9% 

-22 

11 

1.4 

Texas  Instruments 

64% 

83 

-22 

13 

2.6 

Du  Pont 

100% 

127% 

-21 

9 

5.7 

General  Motors 

58% 

70% 

-17 

5 

12.4 

Xerox 

42% 

50% 

-16 

8 

4.7 

J.C.  Penney 

34% 

40% 

-15 

8 

4.3 

Anheuser-Busch* 

17% 

20% 

-14 

9 

4.5 

Exxon 

44 

50% 

-14 

8 

7.3 

Hewlett-Packard 

63 

72% 

-13 

14 

0.6 

IBM 

244% 

276 

-12 

13 

4.7 

Minnesota  Mining  &  Man. 

44% 

51 

-12 

13 

4.5 

Burroughs 

62% 

69% 

-11 

12 

2.3 

Walt  Disney 

33% 

37% 

-11 

13 

1.0 

Black  &  Decker 

15% 

16% 

-  8 

12 

3.9 

Merck 

52% 

56% 

-  7 

14 

3.2 

Simplicity  Pattern 

Hi/4 

12 

-  6 

12 

4.4 

Eli  Lilly 

39% 

41% 

-  5 

13 

4.0 

Coca-Cola 

37% 

38% 

-  3 

14 

4.7 

C.R.  Bard 

12% 

13 

-  1 

12 

2.2 

MGIC  Investment 

15% 

16 

-  1 

8 

3.1 

AMP 

24% 

24% 

+  1 

12 

2.4 

Avon  Products 

45% 

44% 

+  1 

14 

5.3 

Jack  Eckerd 

24% 

24% 

+  1 

11 

2.6 

McDonald's 

45% 

44% 

+  1 

13 

0.4 

Johnson  &  Johnson 

68% 

66V2 

+  4 

16 

2.5 

Damon 

7% 

7% 

+  5 

deficit 

2.7 

Automatic  Data  Proc. 

25 

22% 

+  10 

15 

1.6 

Emery  Air  Freight 

38% 

34% 

+  10 

16 

3.9 

Int'l  Flavors  and  Fragrances 

20% 

18% 

+  11 

17 

2.7 

Schlumberger 

64% 

57% 

+  12 

14 

1.7 

Electronic  Data  Systems 

18% 

16 

+  14 

13 

3.9 

Rite  Aid 

17% 

14% 

+  20 

9 

1.8 

Ponderosa  System 

15% 

6% 

+  157 

9 

1.9 

*An  over-the-counter  listing. 
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What !  Your  copier  doesn't 
give  you  repro 
department  quality? 

Better  call  Kodak. 


Customers  tell  us  our  copies  are  the  best  in  the  business. 
They  look  even  better  now  that  we  give  you  several  ways  to 
save  with  Kodak  copiers.  With  an  introductory  plan.  A 
multiple-placement  plan.  A  two-year  plan.  It's  as  good  a 
deal  as  you  can  get. 

For  a  good  look  at  Kodak  copiers,  call  Kodak 

(800)  828-1450 

In  New  York  State:  (800)  462-4890.  Or  write:  A.  Angert, 
Eastman  Kodak  Company CD8407,  Rochester,  N.Y  14650. 


Kodak  Ektaprint  copier-duplicators 
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10  Billion  Checks  Can't  Be  Bad 


But  a  cloud  no  bigger  than  a  credit  card  dims  the  future  of 
Deluxe  Check  Printers,  little  giant  of  bank  paper. 


By  FLORA  LING 

The  homely  virtue  of  single-mindedly 
sticking  to  one  business  and  doing  it  well 
has  given  Deluxe  Check  Printers,  Inc. 
the  lion's  share  of  a  huge  and  still  grow- 
ing market:  supplying  checks  that  banks 
issue  to  personal  checking  customers. 
(Checks  for  corporations  and  the  govern- 
ment are  printed  by  a  different  group  of 
printers  using  other  processes.)  Last 
year  St.  Paul-based  Deluxe  printed 
about  45%  of  the  estimated  21  billion 
small  business  and  personal  checks  that 
have  become  the  basic  bill-paying  cur- 
rency for  nearly  80%  of  all  adults,  netting 
$26.2  million  on  sales  of  $271.6  million. 

Check  volume,  and  Deluxe  s  share  of 
it,  has  been  growing  at  around  7%  to  8% 
a  year,  which  is  great  for  Deluxe  and  the 
50  or  so  competitors  who  divide  up  the 
rest  of  the  market.  But  what  is  good  for 
Deluxe  is  rapidly  becoming  an  irritating 
problem  for  the  Federal  Reserve  System 
and  the  14,500  banks  that  have  to  handle 
and  process  this  enormous  sea  of  paper. 
And  when  credit  cards  and  other  forms 
of  electronic  funds  transfer  (EFT)  be- 
gin to  reduce  this  volume.  Deluxe  will 
face  a  checkless — or  at  least  a  less- 
checks — economy . 

For  now  and  maybe  another  five  years 
or  so,  that  probably  won't  affec  t  Deluxe's 
net  or  growth.  But  one  day  it  surely  will. 
Yet,  so  far,  Deluxe  has  done  virtually 
nothing  to  prepare  itself  for  that  event 
and  seems  relatively  unconcerned  about 
the  prospect.  Says  Michael  J.  Monahan, 
a  securities  analyst  at  Minneapolis  Dain, 
Kalman  &  Quail,  "They  are  a  typical 
Midwestern  firm;  they  like  to  stick  to 
what  they  know." 

What  Deluxe  knows,  of  course,  is  how 
to  print  almost  10  billion  checks  a  year. 
That  means  roughly  50  million  lots  of  200 


checks  with  the  account's  name  and  ad- 
dress, the  bank  and  branch's  name  and 
address,  the  information  required  to  be 
imprinted  for  magnetic  ink  character 
recognition  (MICR:  those  odd-shaped 
numbers  across  the  bottom  that  comput- 
ers can  read)  and  such  special  effects  as  a 
range  of  colors,  landscapes,  endangered 
species  and  Bicentennial  scenes.  To  get 
all  that  right  and  to  get  it  quickly  to  bank 
customers.  Deluxe  has  built  a  network  of 


".  .  .  What's  good  for  Deluxe 
is  a  problem  for  the  Federal 
Reserve  and  banks  who  han- 
dle this  sea  of  paper . . ." 


49  printing  plants  around  the  country 
that  do  nothing  else. 

Despite  that  scale.  Deluxe  seems 
more  like  a  small-job  shop  dealing  with 
the  corner  insurance  agent.  Its  chair- 
man, Joseph  L.  Rose,  65,  is  "Joe"  and  its 
president,  Eugene  R  Olson,  51,  is 
"Gene"  to  every  employee  in  the  plant. 
Virtually  all  the  top  managers  have  been 
promoted  from  within.  Olson  started  33 
years  ago;  Rose  began  as  a  platemaker  in 
1929.  "Our  founder,  Olson  says,  "de- 
veloped a  system  and  a  press  able  to  give 
two  days  service  way  back  around 
1920."  That  press  is  still  in  use  today,  but 
the  company  has  pioneered  many  other 
developments  in  check  printing  as  well. 
That  even  includes  helping  to  develop 
special  paper  for  MICR  imprinting,  an 
advantage  which  it  has  shared  liberally 
with  its  competitors.  Even  then,  Deluxe 
is  at  least  four  times  the  size  of  the 
second  biggest  check  printer. 

None  of  Deluxe's  7,200  employees  be- 
longs to  a  union  in  this  highly  organized 


industry.  But  then  not  too  many  printers 
have  an  employee  profit-sharing  trust 
worth  more  than  $100  million.  The  trust 
is  the  largest  holder  of  company  stock, 
with  about  600,000  shares  of  a  total  out- 
standing of  more  than  11  million;  much 
of  the  rest  is  held  by  institutions. 

Checks  probably  go  back  as  far  as  the 
clay  tablets  of  the  ancient  Sumerians. 
But  they  remained  largely  the  province 
of  business  and  the  rich  until  after  World 
War  II  when  they  became  the  mass  me- 
dium for  consumer  transactions.  Deluxe 
was  already  in  the  business  by  then,  and 
it  held  on  and  prospered  with  the  help  of 
the  banks.  Once  consumer  checking  be- 
came a  competitive  banking  device,  the 
banks  were  pushed  to  "free  checking, 
after  years  of  charging  a  nickel  or  a  dime 
apiece.  But  by  charging  $2.50  or  $3  an 
order  to  bank  customers.  Deluxe  be- 
came the  means  for  the  banks  to  recover 
some  of  their  costs. 

But  now  the  problem  is  getting  out 
from  under  all  that  paper.  Among  the 
ways  to  bypass  checking  are  credit  cards, 
bank  computer  terminals  in  retail  stores, 
bank  cards  such  as  that  developed  by 
New  York's  Citibank  (Forbes,  Mar.  6), 
which  permit  transfers  between  accounts 
and  cash  withdrawals  without  checks. 
Meanwhile,  Deluxe's  return  on  equity 
has  averaged  22%  over  the  past  decade. 
And  its  40-year  annual  sales  growth  of 
15%  seem  relatively  secure  for  awhile, 
though  growth  may  slow  slightly  in  the 
first  quarter  of  this  year.  The  stock,  at 
25,  is  selling  at  an  above-average  ten 
times  earnings. 

What  comes  next  for  Deluxe  may  be 
seen  in  its  acquisition  of  49%  of  an  outfit 
that  makes  credit-card  punching  equip- 
ment. Olson  insists,  "At  this  point,  it's 
strictly  an  investment."  But  it's  certainly 
heading  in  the  right  direction.  ■ 
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The  Fast  Recoverer 

Aetna  recovered  very  quickly  from  the  last  dip 

in  property  and  casualty  insurance.  It  is 
determined  to  do  as  well  in  the  one  lying  ahead. 


Thinking  ahead  is  the  key  to  good 
chess,  and  the  same  goes  for  the  proper- 
ty-casualty insurance  game.  For  proof  of 
that  you  need  look  no  further  than  Aetna 
Life  &  Casualty,  the  U.S.'  largest  stock- 
holder-owned insurance  company.  Last 
year  its  earnings  all  but  doubled,  reach- 
ing $424  million  from  $213  million  the 
year  before.  Return  on  equity  rose  from 
12%  to  over  20%.  But  instead  of  sit- 
ting back  and  coasting,  the  Hartford- 
based  multiline  insurer  is  already 
preparing  for  the  inevitable  downturn 
lurking  ahead. 

It  wasn't  too  long  ago  that  Aetna, 
like  its  entire  industry,  seemed  to  be 
in  real  trouble.  Earnings  had 
slumped  badlv  two  years  straight, 
22%  in  1974  and  33%' more  in  1975, 
to  a  low  of  $102  million.  Where  Aet- 
na's management  shone  was  in  re- 
bounding faster  and  farther  than  most 
of  the  competition. 

One  of  Aetna's  built-in  advantages 
is  its  profitable  life  insurance  business 
(about  10%  of  earnings  last  year).  Life 
insurance  is  above  all  stable,  exempli- 
fying perfectly  the  law  of  large  num- 
bers. With  over  1  million  individual 
life  policies  now  in  force,  and  nearly 
14  million  more  people  covered  un- 
der group  plans,  Aetna  can  predict 
with  incredible  precision  the  death 
rates  of  its  policyholders.  Hence,  pre- 
miums can  be  set  so  as  to  virtually 
guarantee  a  targeted  return.  And 
since  policies  usually  extend  over  sev- 
eral years,  the  premium  dollars  Aetna 
takes  in  today  are  worth  more  than 
the  depreciated  dollars  it  will  pay  out 
as  death  claims.  Those  dollars  taken 
in  are  invested  in  a  variety  of  ways — 
mortgages,  land,  stocks,  corporate 
and  government  bonds  and  the  like — 
that  provide  investment  income  to 
sweeten  the  pot. 

Thus  life  insurance  provides  a  nice 
balance  to  the  more  volatile  fire  and 
casualty  business.  The  life  underwriter 
knows  how  much  he  will  have  to  pay  out 
on  each  policy,  even  though  he  does  not 
know  exactly  when.  By  contrast,  the 
eventual  cost  of  claims  in  property-casu- 
alty insurance  is  quite  uncertain.  Many 


claims  go  to  court;  but  with  court  calen- 
dars being  what  they  are,  final  settle- 
ment may  take  years.  In  this  way,  infla- 
tion, which  helps  life  insurers,  hurts 
property  and  accident  insurers. 

For  example,  take  a  worker  covered  by 
a  worker's  compensation  policy  who  gets 
injured  this  year.  The  policy  was  priced  in 
1978  dollars,  but  the  claim  may  well  not 


Bailey:  His  timely  preparations  for  the  coming 
property-casualty  insurance  slump  may  help 
Aetna  pull  out  of  it  fast. 


be  decided  until,  say,  1981.  By  then 
inflation  will  have  boosted  the  amount 
the  jury  is  willing  to  award.  Then  there  is 
the  so-called  "social  inflation":  the  in- 
creasing responsibility  juries  place  on  the 
defendant  (in  this  case,  the  employer  and 
his  underwriter).  This  makes  for  bigger 


awards,  inflation  or  no.  (Jurors,  unfortu- 
nately, think  they  are  taking  money  from 
corporate  fat  cats  to  give  to  some  poor 
unfortunate.  In  fact,  they  are  robbing 
themselves,  because  the  insurance  com- 
panies must  pass  on  the  losses  in  the  form 
of  higher  premiums.) 

Perhaps  the  best  measure  of  efficiency 
in  property-casualty  insurance  is  the  so- 
called  combined  ratio:  the  ratio  of 
claims  plus  expenses  (including  com- 
mission) to  premium  income.  In  the 
last  insurance  slump,  Aetna  bettered 
the  industry  average  by  a  couple  of 
percentage  points  or  so.  By  1976, 
when  the  industry  had  a  ratio  of 
102.3 — meaning  it  paid  out  about 
$1.02  in  expenses  and  claims  per  dol- 
lar of  premium  income — Aetna  was 
sporting  a  fancy  95.8.  By  contrast, 
such  major  competitors  as  American 
General,  Continental  and  Travelers 
were  at  104.6,  106.4  and  108.6  re- 
spectively. Those  figures  do  not  mean 
that  the  bulk  of  the  industry  was  go- 
ing broke;  property-casualty  under- 
writers also  make  money  investing 
their  reserves  and  surplus.  But  the 
golden  goal  in  the  business  is  to  make 
money  on  underwriting  alone. 

How  did  Aetna  manage  such  a 
standout  performance?  One  reason 
may  be  found  in  its  large  auto  insur- 
ance business,  about  38%  of  its  huge 
($2.8  billion  in  1977)  property-casual- 
ty revenues.  Unlike  most  of  the  com- 
petition, says  President  William  O. 
Bailey,  51,  "we  have  tried  to  keep  our 
rates  ahead  of  most  people  by  review- 
ing them  every  six  months  and  filing 
[at  once]  for  our  increases."  Also,  un- 
like the  competition,  most  Aetna  auto 
policies  can  be  repriced  every  six 
months,  which  enables  rate  increases 
to  be  folded  quickly  into  existing  poli- 
cies. Aetna  is  also,  says  Bailey,  trying 
to  "contain"  its  auto  business — mean- 
ing write  fewer  policies — in  such  north- 
eastern states  as  Massachusetts,  Penn- 
sylvania    and     New     Jersey  where 
regulations  are  more  burdensome  and 
rate  increases  harder  to  come  by. 

Then,  Bailey  goes  on,  "there  s  another 
element.  I  think  our  homeowners  busi- 
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GIVE  US  A  SHOT  AT  YOUR  TOUGHEST  BANKING  PROBLEM.  At  North  America, 

solving  your  toughest  banking  problem  is  par  for  the  course.  Our  team  of  banking  professionals  works 
closely  with  you  to  find  solutions  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
Money  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
assets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
service  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
company  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
the  winning  solution. 


CfT 


National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAL  CORPORATION 


ness,  which  is  big  [about  10%  of  total 
property-casualty  income],  will  prove  to 
be  better  than  most  companies'  because 
we  have  tried  to  keep  our  coverages  in 
line  with  building  replacement  costs. 
That  gives  us  additional  premium  in- 
come without  the  benefit  of  a  rate 
increase." 

What's  the  current  outlook?  "I  suspect 
we  are  at  the  peak  of  the  cycle  now,  "  says 
Bailey,  "and  I  would  say  that  it's  reason- 
able to  expect  some  modest  deterioration 
in  late  1978  or  early  1979.  You  may  even 
have  some  erosion  today  as  rate  increases 
are  not  keeping  up  with  inflation."  Which 
lends  added  importance  to  Aetna's  prep- 
arations for  the  anticipated  slump. 

One  such  preparation  was  the  sale  last 
fall  of  $250  million  in  8.17%  debentures. 
They  were  snapped  up  quickly  at  an 
interest  rate  that  now  looks  very  favorable 
for  Aetna.  The  funds  will  be  used  to 


". . .  'It's  reasonable  to  ex- 
pect some  deterioration  in 
late  1978  or  early  1979' . . 


bolster  another  key  indicator,  the  premi- 
ums-to-surplus ratio.  Against  the  risk  of 
natural  disasters  and  other  unforeseen 
large  claims,  insurance  companies  like  to 
keep  a  surplus  fund  of  about  $1  for  each  $2 
or  $3  in  premium  income.  A  skimpy 
surplus  restricts  the  amount  of  new  busi- 
ness they  can  accept.  With  its  already 
strong  capital  position,  Aetna  has  been 
taking  advantage  of  the  capital  shortages 
of  competitors  to  gain  market  share.  Now 
it  is  socking  money  away  in  preparation 
for  the  eventual  upturn  of  the  property- 
casualty  cycle  two  to  four  years  hence. 

Aetna  has  also  made  a  major  change  in 
investment  strategy  by  resuming  the 
large-scale  buying  of  tax-free  municipal 
bonds,  long  a  favorite  property-casualty 
company  investment.  "When  we  were  in 
a  tax-loss  position,"  explains  Chairman 
John  H.  Filer,  53,  "we  were  moving  the 
portfolio  to  taxable  bonds  to  use  the  tax- 
loss  carryforward.  As  you  use  those  up 
and  return  to  a  period  of  profitability, 
the  preferred  position  is  in  tax  exempts. 
So  we  made  a  very  major  shift  in  1976 
and  1977." 

While  Filer  and  Bailey  are  much  too 
gentlemanly  to  boast — and,  indeed, 
point  out  that  the  two  companies  differ- 
ences keep  them  from  being  eyeball-to- 
eyeball  competitors — they  are  obviously 
pleased  that  Aetna  has  far  outdistanced 
Hartford  neighbor,  Travelers  Corp.  (last 
year's  earnings  $263  million).  Less  than  a 
decade  ago,  in  1969,  Travelers  made 
over  two-thirds  more  than  Aetna;  and 
the  two  companies  were  barely  $1  mil- 
lion apart  in  earnings  as  recently  as  1975. 
But  Aetna  is  now  over  60%  ahead — and 
means  to  stav  that  wav.  ■ 


Strong  demand  for  its 
energy-saving  turbofan  and 
turboprop  aircraft  engines  has 
helped  Garrett  to  add  one  more 
year  to  its  five-year  record  of 
steadily  increasing  sales  and 
earnings.  Yet  its  $40.4  million  con- 
tribution (up  from  $28.6  million  in 
1976)  is  only  40%  of  total  earnings 
forTheSignal  Companies. 

The  other  parts  of  the  Signal 
success  story. 

Mack  Trucks  earned  $37  mil- 
lion UOP  (50.5%  owned)  con- 
tributed another  $11.4  million  to 
our  earnings.  And  $17  million 
came  from  Signal's  other  invest- 
ments Improvements  in  produc- 
tivity account  for  a  big  share  of 
these  Signal  successes  Overall 


sales  are  up  20%,  but  earnings  per 
share  rose  by  65%. 

Over  the  past  two  years,  our 
short-term  debt  decreased  by 
$100  million,  while  our  sales  in- 
creased by  $800  million. 

We  are  generating  about 
80%  of  our  funds  from  operations 
and  projecting  capital  expendi- 
tures of  almost  one-half  billion 
dollars  in  the  next  five  years.  Our 
companies  are  positioned  where 
the  opportunities  are,  and  we  are 
creating  the  capital  to  turn  those 
opportunities  into  more  Signal 
successes. 

For  a  copy  of  our  Annual  Re- 
port write  The  Signal  Companies, 
9665  Wilshire  Boulevard,  Beverly 
Hills,  California  90212. 


The  Signal  Companies 

One  Signal  success  leads  to  another. 
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Bedlam:  This  group  of  seeming  madmen  are  actually  setting  the  world  price  of  a  major  metal  on  the  London  Metal  Exchange. 

Contangos,  Backwardation  And 
Other  Dangerous  Games 

How  28  people  fix  the  world  price  for  copper,  lead, 
tin,  zinc  and  silver  in  one  hour  every  day. 


By  GEOFFREY  SMITH 

Just  a  few  steps  past  the  cobblestoned 
crossroads  of  the  open-air  Leadenhall 
Market  in  London,  where  pinstriped 
bankers  and  insurance  underwriters 
from  nearby  Lloyd's  queue  up  after 
lunch  to  buy  fresh-caught  lemon  sole  or 
still-befeathered  grouse  for  dinner, 
stands  the  century-old  London  Metal 
Exchange — the  world  market  for  copper, 
lead,  zinc,  tin  and  silver.  While  no  more 
than  5%  of  the  world's  output  of  these 
metals  is  physically  traded  here,  almost 
all  of  that  world  trade  is  based  on  the 
closing  LME  price,  read  out  over  the 
wires  every  trading  day  at  precisely  1:05 
p.m.  London  time.  The  only  trade  in 
those  metals  not  priced  on  the  LME  is 
that  which  is  produced  and  purchased 
domestically  in  the  U.S.  and  in  the  East 
bloc  countries  where  fixed  producer 
prices  exist. 

Inside  the  LME  itself  is  an  arcane 
world  scarcely  understood  and  widely 
mistrusted  by  the  outside  world.  That  it 
has  survived  and  flourished  since  1877, 
however,  despite  repeated  attempts  to 
ignore  it  or  manipulate  it,  is  a  tribute  to 
the  integrity  and  efficiency  with  which  it 
is  run  and  to  the  enormous  advantages  it 
gives  to  those  who  know  how  to  use  it. 

A  casual  visitor  to  the  trading  floor  of 
the  LME  when  it  is  in  session  encoun- 
ters chaos  only  slighth  less  total  than 
that  of  the  soybean  pit  on  the  Chicago 


Mercantile  Exchange.  In  a  large  circle 
known  as  "the  Ring,"  28  dealers  sit  star- 
ing at  each  other  across  an  oversized 
copper  ashtray  (evidently  nonfunction- 
ing, as  it  is  too  far  away  to  use).  Ring- 
dealing  LME  members  may  be  produc- 
ers (Associated  Lead),  or  brokers  (Rudolf 
Wolff,  now  50%-owned  by  Noranda 
Mines  of  Canada)  or  dealers  like  Anglo 
Chemical  Metals,  owned  by  Anglo 
American  and  Engelhard  Minerals  & 
Chemicals,  which  have  no  brokerage 
accounts. 

At  noon  the  28  begin  conducting  busi- 
ness by  "open  cry  " — that  is,  by  shouting, 
even  screaming.  They  cry  for  one  metal 
at  a  time;  copper  traditionally  leads  off. 
At  the  end  of  five  minutes  an  overhead 
sign  flashes  another  metal's  chemical 
symbol  and  a  new  set  of  28  dealers  enters 
the  ring.  (For  different  metals,  firms  of- 
ten have  different  dealers,  one  of  whom 
is  a  woman.)  Clerks  standing  behind  the 
dealers  have  the  unenviable  task  of  writ- 
ing down  their  dealers  transactions. 
Other  aides  are  in  constant  touch  with 
trading  rooms  by  telephone.  Every  25 
minutes  there  is  a  10-minute  break  so 
clerks  can  compare  notes  ("Did  you  buy 
.500  tons  off  Wolff?").  Given  a  contract  of 
such  size,  clerks  who  make  mistakes 
don't  last  long.  There  are  two  trading 
sessions  daily,  one  from  noon  to  1:05 
p.m.  and  a  second  from  3:35  to  4:35  p.m. 
Curiously,  the  action  at  1:05,  not  4:35, 
sets  the  closing  price. 


For  main  fabricators,  there  is  profit  in 
this  seeming  perversity.  It  is  called 
"backpricing"  on  the  LME,  a  "sure 
thing  elsewhere.  It  works  like  this:  The 
fabricator  notices  that  the  price  of  copper 
is  in  fact  up  £10  in  the  second  session.  At 
that  moment,  he  can  simultaneously  sell 
100  tons  at  the  LME  second  session 
price  and  buy  100  tons  backpriced  to  the 
first  session  from  the  producer.  The  fab- 
ricator pockets  the  difference. 

Some  producing  nations,  notably 
Chile,  regard  this  as  highway  robbery. 
To  which  LME  men  respond  that  this  is 
simply  an  agreement  between  producer 
and  fabricator  that  has  nothing  to  do 
with  the  LME.  Like  most  commodity 
markets,  they  say,  the  LME  is  mainly  a 
hedging  market  where  clients  sell  or 
buy  metal  both  on  the  "spot"  and  up  to 
three  months  in  the  "future."  In  trader 
jargon,  if  the  three-month  futures  price 
is  higher  than  the  spot,  it  is  a  "con- 
tango"; if  the  futures  price  is  lower  than 
the  spot  it  is  seemingly  a  more  pedestri- 
an "backwardation." 

"To  get  the  cream  off  in  terms  of  profit 
here  you  can  do  all  sorts  of  little  things 
like  backpricing  which  make  you  more 
money  as  a  producer  or  a  fabricator — the 
little  finesses,  says  Phillip  Jevons  of  Ru- 
dolf Wolff.  "Without  us,  the  guy  that 
sells  Australian  concentrates  to  Japan 
wouldn't  know  what  the  hell  he  had  sold 
his  copper  at  without  sitting  around  for 
three  months  until  it  came  out  of  that 
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Japanese  refinery.  Well,  he  may  think 
the  price  is  ridiculously  high  right  now 
[although  at  present  it's  the  reverse]  so 
he  can  come  on  here  and  establish  his 
price  immediately  in  the  forward  mar- 
ket. The  fabricator,  on  the  other  hand, 
may  have  a  lot  of  copper  coming  in,  but 
his  order  books  are  lousy  and  he  thinks 
business  stinks  and  he  doesn't  want  to 
get  stuck.  So  he  keeps  a  working  supply 
in  his  works  and  hedges  the  rest  off  to 
the  market  [i.e.,  he  sells  forward  hoping 
to  buy  back  for  less  on  the  spot  market  in 
the  days  ahead].'' 

To  a  far  greater  extent  than  most  com- 
modity markets,  the  LME  is  a  genuinely 
physical  market.  At  present  there  is 
$1  6-billion  worth  of  metal  stacked  in 
LME  warehouses  in  Rotterdam,  Ham- 
burg, Antwerp,  Bremen  and  the  U.K. 
But  it's  not  the  LME  ringdealers  who 
pay  for  storing  all  that  metal.  Jevons 
explains:  "It  might  be  owned  by  fabrica- 
tors who  don't  want  it  immediately  and 
stick  it  on  to  get  their  cash  flow  right 
[with  a  complementary  "buy"  contract  in 
the  forward  market],  or  by  producers 
who  have  got  too  much  and  can't  find  a 
home  for  it  so  they  dump  it  here  and  get 
paid  for  it  the  next  day. 


". . .  At  noon  the  28  dealers 
begin  conducting  business  by 
'open  cry' — that  is,  by  shout- 
ing, even  screaming  . . ." 

All  that  metal  sitting  in  LME  ware- 
houses at  the  moment  is  a  bad  sign,  of 
course.  It  means  the  market  is  weak  and 
prices  are  falling.  Zinc,  £400  a  ton  in 
1976,  recently  sold  at  £257.  Copper, 
£900  a  ton  one  year  ago,  was  recently  at 
£635.  But  the  threat  of  protectionist  U.S. 
import  duties  on  copper  plus  announced 
15%  production  cutbacks  by  Zaire  and 
Zambia  may  start  to  change  that.  "We 
have  just  had  the  biggest  inventory  de- 
crease we've  ever  had  in  the  history  of 
the  exchange,"  says  Jevons.  "Something 
like  34,000  tons  to  the  U.S.  this  past 
week  alone.  We  had  had  steady  inven- 
tory increases  from  about  .50,000  tons  up 
to  about  600, (XX)  tons  of  copper  over  the 
past  two  or  three  years.  This  is  the  first 
sign  of  any  movement  on  the  inventory." 

Brokers  like  Jevons,  who  work  on  a 
percentage  of  the  price,  may  suffer  in 
weak  markets  ("My  income  is  off  25%  to 
30%  this  year,"  he  says,  "and  my  over- 
head is  up"),  but  the  impact  is  far  more 
grave  on  impoverished  producing  na- 
tions like  Zaire  and  Chile,  whose  sole 
source  of  foreign  exchange  earnings  is 
copper.  They  are  caught  in  a  vicious 
circle.  The  more  copper  they  put  on  the 
market  now,  the  less  they  will  get  for 
their  labors,  and  consequently  the  more 
copper  they  must  produce  to  maintain 


Increased  activity  in  the 
worldwide  energy,  environmental 
control  and  engineered  products 
markets  enabled  UOP  (50.5% 
owned  by  The  Signal  Companies) 
to  contribute  $11.4  million  to 
Signal  earnings  for  1977 

The  other  parts  ot  the  Signal 
success  story. 

Record  contributions  from 
Mack  Trucks,  The  Garrett  Corpo- 
ration, and  a  highly  profitable 
group  of  other  investments  gave 
Signal  a  1977  total  of  $101.5  mil- 
lion in  earnings,  a  58%  increase 
over  1976,  on  $3  0  billion  in  sales. 

Over  the  past  two  years,  our 


short-term  debt  decreased  by 
$100  million,  while  our  sales  in- 
creased by  $800  million 

We  are  generating  about 
80%  of  our  funds  from  operations 
and  projecting  capital  expendi- 
tures of  almost  one-half  billion 
dollars  in  the  next  five  years.  Our 
companies  are  positioned  where 
the  opportunities  are,  and  we  are 
creating  the  capital  to  turn  those 
opportunities  into  more  Signal 
successes. 

For  a  copy  of  our  Annual  Re- 
port write  The  Signal  Companies, 
9665  Wilshire  Boulevard,  Beverly 
Hills,  California  90212. 


The  Signal  Companies 

One  Signal  success  leads  to  another. 
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ROYAL  CROWN  COLA  CO.  IS  NOW 
ROYAL  CROWN  COMPANIES,  INC 


To  better  convey  the  present  diversification  of  our  Company, 
the  Board  of  Directors  has  voted  to  change  the  corporate 
name  to  Royal  Crown  Companies,  Inc.  This  in  noway 
diminishes  our  continuing  interest  in,  and  dedication  to, 
the  further  development  of  our  famous  soft  drink  brands  — 
RC  Cola,  Diet  Rite  Cola,  and  Nehi  flavored  beverages— rather, 
it  provides  a  better  description  of  the  Company's  present 
family  of  businesses  which  operate  primarily  in  the  closely 
related  soft  drink  and  fast  food  fields. 

To  assure  its  continuing  growth  and  prosperity,  the  Company 
is  committed  to  the  expansion  of  its  present  business  and  the 
pursuit  of  opportunities  in  new  business  fields  where  our 
long  experience  in  soft  drink  marketing  and  franchising  can 
be  useful.  Thus  our  new  name,  Royal  Crown  Companies, 
more  appropriately  describes  our  operations  now  and  in 
the  future. 

If  you'd  like  a  copy  of  our  Annual  Report,  please  write  to 
Royal  Crown  Companies,  Inc.,  41  Peri  meter  Center  East, 
N.E.,  Atlanta,  Georgia  30346.  We're  listed  on  the  New  York 
Stock  Exchange  as  RCC. 


Donald  A.  McMahon 
President  and  Chief  Executive 
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ROYAL  CROWN 


foreign  exchange  inflow. 

Producers  are  occasionally  tempted  to 
try  to  manipulate  the  price  themselves, 
especially  in  weak  markets.  "Producers 
did  in  fact  support  the  copper  market 
back  in  1962  and  1963,"  recalls  LME 
Vice  Chairman  Christopher  Green. 
"Producers  bought  cash  metal  at  £234  a 
ton  at  that  time,  and  bought  and  bought 
and  bought.  How  much  they  bought  no- 
body really  knows  but  probably  180,000 
to  200,000  tons.  They  very  nearly  ran  out 
of  money."  In  the  end  it  failed,  not  just 
because  the  volume  of  trade  was  too  big 
and  cash  ran  dangerously  low,  but  be- 
cause the  fixed  price  became  meaning- 
less. No  longer  a  barometer  of  supply 
and  demand,  it  left  producers  blind 
about  when  to  release  their  accumulated 
copper  inventories. 

Nevertheless,  producing  nations  are 
now  seriously  proposing,  through  the 
United   Nations'  development  agency 


"...  'I  have  the  greatest 
faith  in  politicians  and 
bureaucrats.  They  will 
bugger  everything  up' . . ." 

UNCTAD,  to  protect  the  interest  of  pro- 
ducer and  consumer  alike  against  exces- 
sive price  fluctuation.  The  idea  is  beguil- 
ingly  simple:  In  weak  markets,  the  metal 
inventory  accumulates,  supporting  the 
price.  In  boom  times,  it  runs  off,  damp- 
ing down  the  price.  Will  it  happen?  The 
LME  thinks  it  will,  in  about  three  or  four 
years'  time.  "The  politicians  are  commit- 
ted so  heavily  now  that  these  proposals 
have  got  to  be  implemented,"  says 
Jevons. 

Won  t  that  be  bad  news  for  the  LME? 
"Not  if  they  establish  buffer  stocks  along 
the  lines  of  the  International  Tin  Coun- 
cil, which  operates  here,"  says  Green. 
"The  easiest  way  to  build  up  a  buffer 
stock  is  by  buying  in  this  market.  I  don't 
think  the  LME  would  be  the  slightest  bit 
perturbed  at  the  idea  of  a  buffer  stock 
system  being  set  up.  " 

Ivor  (Ian)  Foster,  chairman  of  the 
LME,  agrees.  "I  have  the  greatest  faith 
in  politicians  and  bureaucrats,"  he 
growls.  "They  will  bugger  everything 
up.  I  think  we  shall  survive  much  better, 
in  fact.  With  a  buffer  stock,  who  is  going 
to  determine  what  price  it  is  going  to  be 
released  at,  or  bought  at?" 

And  what  if  those  buffer  stocks  are 
operated  outside  of  the  LME?  Not  like- 
ly, say  LME  men.  "Experience  has 
shown  that  when  producers  try  to  sepa- 
rate themselves  from  market  influences, 
establishing  a  price  separate  from  the 
LME,  as  happened  between  1964  and 
1966,  this  has  resulted  in  more  confusion 
and  more  distortion,  and  much  more 
damaging  price  fluctuations  than  ever 


Mack's  solid  share  of  the  U.S. 
market  for  heavy-duty  diesel 
trucks,  combined  with  a  com- 
manding (63%)  share  of  exports, 
has  made  1977  the  best  sales 
year  in  company  history.  Yet 
Mack's  earnings  of  $37  million 
(up  from  $23  8  million  in  1976) 
are  only  36%  of  the  total  for  The 
Signal  Companies. 

The  other  parts  of  the  Signal 
success  story. 

The  Garrett  Corporation  con- 
tributed another  $404  million, 
and  UOP  (50.5%  owned)  $11.4 
million.  Signal's  other  invest- 
ments, ranging  from  real  estate  to 
shipping  to  broadcasting,  also 
continued  to  be  highly  profitable, 


earning  $17  million. 

Over  the  past  two  years,  our 
short-term  debt  decreased  by 
$100  million,  while  our  sales  in- 
creased by  $800  million. 

We  are  generating  about 
80%  of  our  funds  from  operations 
and  projecting  capital  expendi- 
tures of  almost  one-half  billion 
dollars  in  the  next  five  years.  Our 
companies  are  positioned  where 
the  opportunities  are,  and  we  are 
creating  the  capital  to  turn  those 
opportunities  into  more  Signal 
successes 

For  a  copy  of  our  Annual  Re- 
port write  The  Signal  Companies, 
9665  Wilshire  Boulevard,  Beverly 
Hills,  California  90212. 


The  Signal  Companies 

One  Signal  success  leads  to  another 
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would  have  been  the  case." 

Contrary  to  what  one  might  expect, 
the  tough  part  about  managing  a  buffer 
stock  is  on  the  upside  rather  than  the 
downside.  "You  can  always  buy  the  met- 
al because  money  is  always  available," 
says  Foster  blitheiy,  "but  when  the  price 
starts  to  go  up  and  you  have  no  more 
metal,  what  happens  then?  That  is  where 
it  gets  very  dangerous.  Look  at  tin 
[where  prices  soared  in  1977],  Tin  has 
got  no  inventory  of  metal." 

Even  managing  a  buffer  stock  on  the 
downside  has  its  exciting 
moments.  Ask  Jevons.  He 
was  called  upon  to  assist  in 
running  the  tin  buffer  stock 
in  the  midst  of  an  oversup- 
ply  of  tin.  "It  looked  at  that 
stage  as  though  the  buffer 
had  limited  funds  avail- 
able," says  Jevons.  "We 
reckoned  the  dealers  here 
were  all  short  tin,  thinking 
we  were  running  out  of 
money  [that  is,  selling  tin 
they  didn't  actually  own  on 
the  spot  market,  figuring  on 
buying  back  for  much  less  in 
a  month  or  so  when  prices 
had  plummeted].  But  we 
managed  to  hold  it  by 
buying  spot  and  selling  for- 
ward. Of  course,  you  can 
easily  run  out  of  money  at 
£4,000  a  ton  when  you're 
getting  200  tons  thrown  at 
you  every  day. 

"Our  assumption  that  the 
dealers  were  short  at  the 
time  proved  correct,  how- 
ever. They  couldn't  deliver 
to  us,  so  the  price  went  up 
and  we  were  able  to  main- 
tain it  within  the  zone  in 
which  the  buffer  operates. 
Subsequently,  because  of 
increased  demand — two 
years  after — the  buffer  stock 
ran  out  of  tin." 

There  are  other  apparent 
threats  to  the  LME's  continued  domi- 
nance on  the  horizon,  but,  as  ever,  LME 
men  view  them  calmly.  The  emergence 
of  metal  trading  on  New  York's  Com- 
modities Exchange  clearly  took  some 
business  away  from  the  LME,  they  con- 
cede, but  on  the  other  hand  it  opened  up 
entertaining  arbitrage  opportunities. 
"Comex  helps  relieve  the  tension  on  the 
LME  thanks  to  arbitrage,"  says  Green. 
"A  client  company  may  speculatively  sell 
on  Comex  and  buy  in  London  thinking 
that  the  differential  cannot  widen  any 
further.  So  if  it  narrows,  they  uncover 
both  deals  done  and  make  a  profit.  If  the 
arbitrage  goes  wrong  they  can  always 
ship  from  Europe  to  fulfill  that  commit- 
ment at  minimal  loss.  That's  a  fairly  safe 
kind  of  speculative  arbitrage.  If  they're 
arbitraging  in  the  middle  range,  where 


there  is  still  room  for  a  big  'concertina' 
movement,  it  could  be  more 
speculative. 

"Actually,  trading  in  Comex  can  be 
very  dangerous  for  dealers,"  adds  Fos- 
ter, "because  you've  got  this  price  limit, 
which  means  you  sometimes  can't  trade 
for  days  in  New  York.  So  if  you've  got  a 
hedge  out  that's  short  in  the  States  and 
long  here,  your  timing  must  be  perfect." 

Foster  and  Green  claim  they  are  far 
more  concerned  about  the  so-called 
"London  options"  being  peddled  in  the 


Steady  As  She  Goes:  Producing  and  consuming  nations  alike  have 
often  mistrusted  it,  but  the  London  Metal  Exchange  has  per- 
formed an  essential  pricing  service  for  over  a  century. 


U.S.  by  unscrupulous  dealers  (like  ex- 
convict  Lloyd  Carr).  While  the  name 
suggests  that  the  option  is  covered  by  a 
physical  contract  on  the  LME,  in  fact  a 
"London  option,"  as  that  term  is  loosely 
used  in  the  States,  is  simply  a  heavily 
marked  up  or  even  a  naked,  uncovered 
option.  The  LME  has  recently  issued 
stern  warnings  to  their  clients  to  that 
effect. 

The  greatly  increased  capital  require- 
ments of  today's  trading  volume  pose 
threats  of  a  different  nature,  but  these 
too  are  insignificant,  say  LME  men.  The 
Bank  of  England,  for  example,  has  sug- 
gested that  the  LME  establish  a  clearing 
house  system  of  the  type  employed  by 
most  other  commodity  exchanges, 
whereby  trading  accounts  are  settled 
daily  on  a  cash  basis.  "There's  a  lot  of 


money  in  these  very  fast  moving  mar- 
kets, says  Jevons.  "In  the  old  days,  we 
never  knew  what  we  owed  each  other, 
but  with  computers  we  realize  how 
much  it  is.  Sometimes  the  sums  get  to  be 
enormous  and  they  were  terrified  that 
someone  might  go  belly  up.  But  of 
course  that  has  only  happened  once,  and 
for  a  very  small  sum." 

Foster  remains  stoutly  opposed  to 
abandoning  the  old  system.  "Once  you 
have  a  clearing  house  and  clear  every 
day,  you  can  let  in  anybody  as  long  as  he 
can  put  up  his  money  the 
next  day.  That's  what  I  don  t 
want  to  have.  What  happens 
to  the  physical  contracts  I've 
got  with  him?  When  we  ad- 
mit a  member  here  to  trade, 
we  like  to  trade  with  him  in 
anything." 

But  what  about  the  grow- 
ing equity  participation  by 
giant  multinationals  in  ring- 
dealing  member  firms?  Now 
that  the  oil  majors  are  diver- 
sifying into  mining  in  force 
(SoCal  and  Amax,  Atlantic 
Bichfield  and  Anaconda, 
Shell  and  Billiton-Enthoven 
to  name  a  few),  won't  the 
LME  hierarchy  simply  be 
bought  out? 

Phillip  Jevons  concedes 
that  the  need  for  more  cap- 
ital was  the  reason  Budolf 
Wolff  sold  off  a  50%  interest 
to  Canada  s  Noranda  Mines. 
"As  a  partnership,  the  indi- 
vidual members  were  liter- 
ally down  to  their  cuff 
links,"  he  says.  "Norandas 
participation  makes  the 
thing  much  more  solid.  " 

But  for  a  major  producer 
or  a  giant  multinational, 
Green  insists,  there  are 
enormous  disadvantages  in 
owning  a  ring-dealing  mem- 
  ber  firm.  "By  keeping  out- 
side the  ring  you  can  opt 
whether  to  keep  a  low  profile  or  a  high 
profile.  Green  says.  "As  a  major  factor 
in  a  ring-dealing  member,  it  may  not  be 
so  easy  to  disguise  operations."  But  what 
about  the  exposure  to  market  savvy?  "I 
believe  they  think  they  get  that,"  he 
replies  with  a  smile,  "but  whether  the 
information  is  in  fact  worth  that  much  is 
another  matter." 

Even  if  Exxon,  which  just  bought  the 
Disputada  copper  mine  in  Chile,  wanted 
to  buy  a  ring-dealing  member  firm, 
there  would  be  no  guarantee  that  Exxon 
would  be  accepted  in  the  ring,  Foster 
insists  stubbornly. 

What's  the  value  of  a  seat  on  the  Lon- 
don Metal  Exchange? 

"It  has  no  value,"  he  replies  without 
hesitation.  "It's  a  wasting  asset." 
Call  it  British  understatement.  ■ 
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Learjet  performance. 

It's  buying  an  entire  program. 
Notjustaplane. 


The  very  essence  of  busi- 
ness is  performance.  It's  the 
yardstick  by  which  you  mea- 
sure your  company,  your  sub- 
ordinates, your  investments. 
Every  element  of  corporate 
activity  has  to  answer  to  a  per- 
formance test. 

The  airplane  is  a  business 
tool.  Granted.  But  to  help  you 
increase  performance  you 
need  more  than  a  plane.  You 
need  an  air  transportation  pro- 
gram. That's  our  business. 

Pick  the  test.  Learjet  wins. 

Performance  is  the  corner- 
stone of  the  Learjet  program. 
And  it's  measured  in  a  dozen 
ways — unmatched  by  any 
other  business  jet  type. 

Like  the  most  widely 
accepted  factors  of  speed, 
range,  high  altitude  flight  and 
short  field  operating  flexibility. 
Nobody  has  put  it  together  like 
Learjet.  In  the  air  now,  or  still 
on  the  drawing  board. 

Throw  in  economy.  Low 
initial  purchase  price,  lowest 


per-mile  fuel  consumption  and 
operating  costs.  And  highest 
residual  value. 

Add  an  award-winning  net- 
work of  service  support  facili- 
ties, overnight  parts  distribu- 
tion, the  industry's  first  four-year, 
2,000-hour  warranty,  and  train- 
ing for  your  flight  and  support 
crews  as  part  of  the  aircraft 
purchase  price. 

There's  more.  We  continu- 
ously update  and  improve  the 


Learjet.  And  virtually  each  of 
these  improvements  is  avail- 
able to  you,  at  your  option,  to 
keep  your  Learjet  as  modern  as 
the  one  delivered  that  week. 

The  99th  percentile  for 
performance.  You  and  Learjet. 

That's  a  program!  It's  de- 
signed and  constantly  honed 
with  you  in  mind.  The  Learjet  is 
the  99th  percentile  of  business 
jets  in  all  areas  of  performance. 
We  don't  settle  for  anything  less, 
and  doubt  you  do  either. 

Bob  Wolin,  our  vice  presi- 
dent -  domestic  marketing, 
knows  the  program  well.  He'd 
like  to  explain  it  fully  or  answer 
any  questions  you  may  have. 
He's  at  (602)  294-4422. 

Gates  Learjet  Corp.,  Air- 
craft Marketing,  P.O.  Box  1 1 186, 
Tucson,  Arizona  85734  /  Wichita 
/  New  York  /  Chicago  /  Dallas  / 
Denver. 

Gates  Learjet^ 

Proven  performance  systems 


We  outperform  our  competition 
to  help  you  outperform  yours. 


Member  ol  GAMA  7> 


memo  from 
marsh  &  Mclennan 


The  squeeze 
on  the 

insurance  market 
is  already 
too  tight. 
Let's  not  make  it 
even  worse. 

Today's  insurance  industry  is 
hard-pressed  to  keep  pace  with 
growing  demands  in  many  in- 
surance lines.  Often  it  cannot. 

The  industry  simply  does  not 
have  enough  capital  to  insure 
the  myriad  risks  presented  to  it. 

Needless  to  say.  first  preference 
often  goes  to  predictable  risks 
(e.g.,  fire,  theft)  and  lowest  prior- 
ity to  those  classes  of  risks 
whose  premiums  are  least 
calculable. 

But  that  is  precisely  the  area 
where  the  insurance  buyer 
needs  most  protection,  those 
hazards  of  greatest  uncertainty. 

Consider  product  liability 
and  professional  liability. 

These  two  categories  of  risk 
dramatize  the  insurance 
capacity  shortage  of  traditional 


underwriting  markets.  In  both 
cases,  because  of  the  potential 
for  big  claims  and  the  unpre- 
dictability of  the  frequency  of 
occurrence,  underwriters  have 
been  obliged  to  assign  very  high 
rates  for  the  coverage  offered  and 
for  the  limits  of  liability  they  are 
willing  to  accept. 

Risk  managers  have  found  that 
one  answer  to  this  problem  can 
be  the  adoption  of  self-insurance 

The  Problem: 
Premiums  Increasing 
raster  Than  Surplus 


plans.  However,  tax  provisions 
have  generally  prevented  a  com- 
pany from  taking  a  tax  deduc- 
tion for  monies  set  aside  to  pay 
for  future  losses— even  though 
premiums  paid  to  insurance 
companies  to  cover  identical 
i  losses  are  deductible. 

i  To  remedy  this  inequity,  many 
firms  have  gone  a  step  further 

|  and  established  insurance  sub- 

;  sidiaries  or  so-called  "captive" 
insurance  companies  which  can 

J  help  to  satisfy  many  diverse 

j  needs: 

•  the  insured  company  receives 
coverages  from  the  captive  in- 
j  surer  that  might  otherwise  be 
unavailable. 

j  •  captive  insurance  companies 
!  can  gain  direct  access  to  the 


efficient  worldwide  reinsurance 
markets  for  added  protection  for 
the  risks  they  choose  to 
underwrite. 

•  traditional  underwriters  now 
have  capital  freed  to  cover  more 
risks  for  more  companies,  par- 
ticularly the  smaller  companies 
for  whom  captives  are  not  a  real- 
istic solution. 

The  dilemma  of 
Revenue  Ruling  77-316. 

Now,  however,  the  Internal 
Revenue  Service  has  ruled  that 
certain  captive  companies  are, 
by  definition,  not  insurance 
subsidiaries  of  the  parent 
company  but,  rather,  merely  re- 
positories for  self-insurance 
funds,  and  should  hereafter  be 
treated  accordingly  for  tax 
purposes. 

This  decision  appears  to 
compound  the  inequitable 
situation,  i.e.,  the  non- 
deductibility  of  self-insurance 
funding,  that  prevailed  before 
the  advent  of  captives.  As  the 
ruling  stands,  a  captive  may  lose 
the  equitable  treatment  that 
helps  make  it  a  viable  risk  man- 
agement vehicle,  thus  forcing  a 
firm  back  into  the  already  com- 
pressed insurance  market. 

In  other  words,  precisely  when 
the  market  needs  expansion,  it 
may  be  squeezed  even  more.  By 
seeking  to  solve  one  problem,  the 
IRS  may  have  unwittingly  helped 
to  create  a  larger  one. 

We  have  no  axe  to  grind. 

Marsh  &  McLennan  works  in 
the  conventional  insurance 
market.  We  also  organize  and 
manage  captives.  Our  interest  is 
based  solely  on  the  principle  that 
has  guided  all  our  actions  for 
107  years:  selecting  the  best  risk 
management  alternative from 
the  widest  possible  choices  for 
the  benefit  of  our  clients. 

With  this  in  mind,  we  view 
Revenue  Ruling  77-316  as  a  step 


backward.  The  fact  that  the  IRS 
has  authority  to  interpret 
existing  Federal  law  itself  high- 
lights the  need  for  a  legislative 
reform. 

Beyond  that,  we  have  helped  to 
draft  a  bill  which,  potentially, 
could  allow  the  IRS  to  discharge 
its  responsibilities,  without  bias 
to  businesses  whose  risk  man- 
agement needs  are  better  served 
by  their  owning  or  operating  a 
captive  insurer. 

Meanwhile,  it  is  imperative  for 
the  entire  business  community 
to  be  made  aware  of  the  possible 
consequences  if  this  ruling 
should  prevail. 


If  you  would  like  additional 
information  on  this  subject  and 
a  copy  of  "our  bill."  write  to  Dept. 
500  FB.    Marsh  &  McLennan. 
Incorporated.  1221  Avenue  of  the 
Americas,  New  York,  N.Y.  10020. 

Every  client  isassured  o)  professional  riskand 
insurance  management  sewices  —  in  depth. 


Marsh  & 
Mclennan 


©1978.  Marsh  &  McLennan,  Incorporated 


THINKING  OF 
RELOCATING? 


Befofe  you  reach  a  decision,  there  are  three  reasons 
tor  talking  with  Maryland  Properties,  Inc.  First,  our 
unique  space  and  organizational  analyses  define 
precisely  your  new  location  requirements.  Second,  our 
locations,  like  the  Hunt  Valley  Business  Community, 
Security  Industrial  Park  and  the  exciting  new 
Loveton  ('enter  are  planned  around  our  own  "quality 
of  living"  concept.  'Third,  you'll  discover  how  our 
locations  can  contribute  to  low  employee  turnover 

and  high  community  spirit. 

Contact  Ed  Ely,  Maryland 
Proper! ies,  Inc.,  1 101 1 
McCormick  Road,  Hunt  Valley, 
Maryland  21031. 
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NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


Clouds  With 
Silver  Lining 

For  Seaboard  World 
Airlines  disaster  turns 
into  opportunity. 

Pook  Skaboakd  World  Airlines!  Fore 
to  give  up  its  ambitions  as  a  U.S.  dom 
tic  cargo  carrier;  to  shut  down  service 
eight  of  its  ten  domestic  terminals, 
lease,  sell  off  or  otherwise  dispose 
almost  its  entire  fleet  of  14  DC-8s;  and 
fall  hack  on  its  transatlantic  business 
ing  two  Boeing  747s.  One  of  the  DC 
leased  to  another  carrier,  was  even  d 
stroyed  in  an  accident.  Yes,  as  1977  en 
ed,  everything  was  coming  up  roses. 

Roses?  Actually,  yes.  The  domesti 
business  was  a  notorious  moneylosc 
anyhow,  but  flying  French  wine,  Britisl 
porcelain  and  American  beef  and  com 
puter  parts  across  the  great  pond  wa 
and  is  quite  profitable.  So,  as  overal 
volume  dropped  slightly,  overall  operat 
ing  profit  soared. 

Meanwhile,  getting  rid  of  DC-S 
proved  a  more  lucrative  business  thai 
flying  them.  In  1977  the  company  nette< 
$10  million  above  carrying  value  for  tvj 
planes.  That  destroyed  craft?  No  sweat 
It  was  good  for  $12  million  in  insurance 
it  had  been  on  the  books  for  $7.3  million 

The  outcome  of  all  this  good-fortune 
out-of-disaster  was  coming  clear  as  th 
October  results  were  revealed  last  D< 
eember:  revenues  of  $111.1  million  f 
the  ten  months,  down  nearly  a  millii 
from  1976  figures;  income  of  $9.2  mi 
lion,  or  $1.53  a  share,  up  from  $6,000 
practically  nothing  a  share.  As  the  \ 
ended,  the  stock  had  struggled  back  u; 
through  a  bear  market  to  5  from  a  low 
2%,  not  bad  for  a  foundering  company. 

Then  came  the  new  year,  and  suddei 
ly  the  roses  began  blooming  in  profi 
sion.   But  beneath  the  bushes  lurkt 
some  unseemly  weeds.  On  the  fourth 
January,  Seaboard  unveiled  Novembe 
11-month  figures;  implicitly,  revenues 
$13.6  million  that  month,  and,  it  woulc 
seem,  profits  of  $4  million.  On  the  fiftl 
of  January,  Seaboard  announced  a  cas 
dividend,    the  first  its   patient  stoc 
holders  have  seen  since  1954.  On  th 
17th,  a  spokesman  released  to  the  pre 
preliminary  full-year  figures:  about  $1 
million  in  earnings  on  $136  million 
revenues,  compared  to  a  $2.3-milli( 
loss  the  year  before. 

True,  $8.5  million  of  the  profit  u 
from  vanishing  the  DC-8s,  but  even 
operating  profits  had  apparently  turne 
into  a  thoroughly  respectable  15.6% 
turn  on  equity,  up  from  a  1976  loss.  And 
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Northern  Natural  Gas  Company  dividends  increased 
for  the  fifth  year  in  a  row.  And  earnings  were  up  four  out 
of  the  last  five  years. 

Revenues  topped  $11/2  billion  for  the  first  time. 

Add  to  that  earnings  of  $6.11  per  share  in  1977  (our 
second  highest  ever)  and  you've  got  a  company  that's 
going  places  in  the  energy  field. 

One  reason  is  that  Northern  distributes  wholesale 
and  retail  gas  through  our  31 , 000-mile  pipeline  to  1 ,094 
communities  in  eleven  states. 

Another  is  that  our  Liquid  Fuels  Group  is  one  of  the 
largest  in  the  nation.  We're  also  big  in  petrochemicals. 
Our  Exploration  and  Production  Division  is  always  out 
for  new  sources  of  gas  and  liquid  hydrocarbons,  with 
emphasis  on  resources  we  need  and  can  use.  We're 
also  in  coal. 

Just  ask  your  broker  for  more  information.  It's  a  quick 
way  to  find  out  what's  up. 

Home  Office:  Omaha,  Nebraska 


Dividends  up 
fifth  year 
in  a  row 
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al  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 


fe've  been  handing 
our  stockholders 
a  bigger  dividend 
every  year. 


1972  -5<t 


1973  -1CK 


I974-I5<t 

1975 


1977  was  the  6th  straight 
year  Keene  raised  its  annual 
cash  dividend.  It's  now  30<t  a 
share.  That's  6  times  our  first 
dividend  in  '72. 

It's  a  growth  trend  we  ex- 
pect to  continue.  Our  policy  is 
to  continue  increasing  divi- 
dend payments  as  earnings 
rise.  And  on  the  basis  of  our 
track  record,  we  should.  Our 
per  share  '77  earnings  were  a 
record  $2.03,  up  44%  from  our 
'76  earnings.  And  a  long  way 
from  the  12<t  we  earned  in  '67. 

The  specific  details  are  in  our 
1977  Annual  Report.  We'd  be 
happy  to  hand  you  one.  ]ust 
write  us  at:  345  Park  Avenue, 
New  York,  N.Y.  10022. 


KEENE 

CORPORATION 


the  spokesman  added  contentedly,  prof- 
its for  1978  will  be  even  better.  He 
projected  $1.56  million  in  revenues,  and 
$8.32  million,  $1.39  a  share,  in  earnings. 
And  not  a  dime  of  it  from  selling  air- 
planes! (Some  quick  arithmetic  by  the 
busy  press  determined  that  indicated  re- 
turn on  equity  would  be  14.5%.) 

In  March  the  company  topped  itself 
again.  It  asked  the  Civil  Aeronautics 
Board  for  permission  to  out-Lake  Fred- 
die Laker.  It  would  stash  passengers  in 
its  cargo  planes  and  take  them  to  London 
for  $100  each,  one  way.  But  not  just  to 
London;  oh,  no.  Its  planes  could  then 
touch  down  in  Paris,  Frankfurt,  Rome, 
Milan,  Zurich,  Glasgow,  Brussels,  Co- 
penhagen, Oslo  and  Stockholm,  too. 
Seaboard  would  offer  similar  bargains  to 
people  willing  to  fly  to  all  those  cities 
along  with  slabs  of  meat  or  electronic 
gadgetry.  And  return  them  to  an  equally 
impressive  array  of  cities  in  the  U.S. 

Bui  by  then  the  cat  was  out  of  the  bag, 
and  with  a  tiger,  no  less.  In  February 


". . .  'The  first  we  heard 
was  this  morning  when 
Tiger  called/  purred  a 
Seaboard  executive  . . ." 


Tiger  International  revealed  that  it  had 
bought  up  600,000  shares  of  Seaboard 
stock,  the  9.9%  maximum  it  could  vote 
without  getting  CAB  approval.  Tiger, 
whose  Flying  Tiger  Lines  transports  car- 
go across  the  Pacific,  said  it  was  "pre- 
pared to  explore  the  possibility  of  a 
merger  or  other  business  combination" 
with  Seaboard,  but  had  no  "present" 
plans  to  do  anything  without  Seaboard's 
approval.  In  other  words,  let's  "chat." 

Seaboard's  officers  were  taken  aback. 
Or  so  they  said.  "The  first  we  heard 
about  it  was  this  morning  when  Tiger 
called  us  up,"  a  Seaboard  executive 
purred  to  the  press,  no  doubt  wide-eyed 
with  sincerity.  Seaboard's  president,  he 
hastily  added,  was  traveling,  unaware 
that  anything  might  be  afoot  in  Europe. 
"We'll  have  to  look  at  it,"  the  executive 
said  of  the  offer,  coyly.  "But  it's  nice  to 
be  wooed." 

Of  course  Seaboard  executives  knew 
all  about  Congress'  deregulation  of  the 
air  cargo  business  last  November.  They 
surely  knew  that  it  allowed  Tiger's  U.S.- 
Asia routes  to  fit  with  Seaboard's  U.S.- 
Europe and  domestic-flight  franchises; 
they  can  read  maps  as  well  as  Tiger's 
people  can.  And  Seaboard  surely  knew 
its  stock  was  selling  below  book  value  (no 
longer,  naturally). 

So  will  Tiger,  almost  four  times  Sea- 
board's size,  win  this  prize?  Could  be. 
But.  it  won't  come  cheap — not  with  Sea- 
board doing  as  it  is  now.  ■ 
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[  Good  luck 

in  Germany 


O  Only  very  occasionally  is  success  a  matter  of  luck. 

$         ,    It  is  usually  the  product  of  careful  planning,  good 
^tnt"  .i?       contacts  and  individual  talents.  So  if  you  want  to 
s^"  do  business  successfully  in  Germany,  you 

WS^/  should  think  seriously  about  Norddeutsche 

Landesbank  -  called  Nord  LB  for  short  - 
\\0>^'       when  you  make  your  plans.  We  can  offer 
^^UAVi       not  on'y  financia'  support  and  know-how 
but  also  the  essential  contacts  with 
-jqj/|q   companies  and  official  bodies  everywhere 
in  Germany,  and  particularly  in  Lower  Saxony. 

You  will  also  have  the  benefit  of  our  first- 
m  class  position  in  Hannover,  the  site  of  the 
world's  most  important  trade  fair.  None  but 
the  Hannover  Fair  provides  a  better  window 
on  the  German  market.  Nord  LB  will  be  glad 
3?»  "  to  help. 

If  you  work  with  Nord  LB  you  will  have  a  head 
rO"  start  because  you  will  receive  information  about 

many  potential  growth  investments  in  the  Federal 
Republic  of  Germany.  We  know  just  which  the  worth- 
while investments  and  shares  are. 
Bt  us  work  together,  then!  If  we  do,  when  we  wish  you  'Good  luck  in  Germany',  it  will  not  only 
3  a  wish,  but  a  promise. 

du  will  find  us  in  Hannover  and  Braunschweig  in  the  city,  at  the  Hannover-Laatzen  trade  centre 
Bankenallee  and  in  the  Niedersachsen-Pavillon  in  Stahlstrafte/Mannheimer  StraBe  as  well  as  in 
|e  service  section  of  the  Hannover-Langenhagen  airport. 

Norddeutsche  Landesbank 

Girozentrale 

Hannover  -  Braunschweig 

jr  addresses  are: 

orgsplatz  I,  D-3000  Hannover  1,  telex  No:  9  22  742,  telephone  No:  0511/103-1,  SWIFT:  NOLA  DE  24 
d 

)rddeutsche  Landesbank  International  S.A.,  Avenue  Monterey,  Luxembourg  29,  telex  No:  2263,  telephone  No:  4  72  39 11 


Our  team  looks  back  over  a  long  December  day  in  which  they  helped  execute  31%  of  New  York  Stock  Exchange  block  transc 
(From  left:  Sam  Hunter,  John  Mulheren,  Virginia  Clark  and  Terry  Arnold. ) 


How  this  Merrill  Lynch  team 
executed  31%  of  NYSE  block  transactions 
on  a  single  December  day 


December  29, 1977:  Our  team  of 
block  trading  experts  executed  81 
blocks  of  over  10,000  shares— for  43 
different  clients.  A  formidable  test 
of  our  capabilities. 


The  squawk  box  at  our  block  trading 
desk  never  stopped  crackling.  We  were  on 
our  way  to  doing  3 1  percent  of  NYSE 
block  transactions.  By  the  end  of  the  day, 
when  it  was  all  toted  up,  Merrill  Lynch  had 
just  executed  81  blocks  of  10,000  shares 
or  more.  A  total  of  1, 570,000  shares. 


Among  the  43  clients  for  whom  we 
had  executed  trades  were  1 1  banks ,  7 
mutual  funds,  4  pension  funds,  as  well  as 
individuals,  insurance  companies, 
partnerships,  college  endowment  funds 
and  foundations. 

$70  million  capital  commitment 

On  that  one  day,  we  had  executed 
approximately  31  percent  of  NYSE  block 
transactions— 5.8  percent  of  the  total 
NYSE  volume. 

During  the  course  of  the  day,  Merrill 
Lynch  committed  a  cumulative  total  of 


70  million  to  support  its  block  trading 
ctivities. 

npid,  relentless  growth 

While  the  results  of  December  29 
/ere  exciting,  they  weren't  unexpected. 
)ur  block  trading  activity  has  grown 
apidly  for  the  past  nine  years.  The 
lumbers  tell  the  story.  In  1969  we  handled 
75  blocks  of  10,000  or  more  shares— 3.59 
iiillion  shares  in  all.  By  1974,  it  was  2863 
ilocks  and  52.2  million  shares.  In  1977, 
/e  executed  6425  blocks  totaling  192 
ullion  shares— an  increase  of  27  percent 
ver  1976. 

In  fact,  we  now  participate  in 
2  to  13  percent  of  the  daily  NYSE  block 
'ansactions  —  day  in  and  day  out. 

Expertise  in  a  professional  system 

This  kind  of  success  is  possible  only 
iecause  of  outstanding  professionals 
working  together. 

To  begin  with,  our  Head  Equity 
rader,  Sam  Hunter,  and  his  experienced 
taff  can  commit  capital  in  substantial 
mounts.  Fast.  Without  a  committee  to 
/orry  good  opportunities  away. 

There  are  also  over  400  well-briefed 
4enill  Lynch  institutional  specialists 
round  America,  in  big  cities  and  small, 
ailing  on  big  and  small  institutions. 

Sam  Hunter  can  communicate 
istantly  with  all  his  specialists  through 
is  squawk  box  system.  In  fact,  we  can 
iach  every  major  institutional  account  as 
'ell  as  many  medium-sized  institutions 
nd  substantial  individual  accounts  within 
ve  minutes. 

In  addition,  we  added  a  full-service 
arbitrage  Department  in  1976.  This  has 
elped  to  significantly  increase  liquidity 
>r  our  institutional  equity  and  option 


accounts.  There's  also  an  eight-person 
Options  Special  Handling  Department 
covering  key  accounts  and  option  units  in 
our  branch  offices. 

On  top  of  that,  we  have  the  flexibility 
that  comes  with  a  large  institutional  order 
flow  and  a  substantial  inventory:  An 
average  of  more  than  $50  million  in  equi- 
ties every  night. 


Merrill  Lynch 
Capital  Markets  Group 

r( ')  Copyright  1978  Merrill  Lynch  Pierce  Fenner  &  Smith  Int. 


Our  block  trading  activities  arc 
part  of  the  Merrill  Lynch  Capital 
Markets  Group. 

The  Metrill  lynch  Capital  Markets 
Group  provides  financing,  trading 
and  related  financial  services  to 
major  corporations,  institutions  and 
governmental  entities.  The  Capital 
Markets  Group  is  hacked  by  the 
resources  of  the  worldwide  Merrill 
Lynch  organization. 
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The  Great  Tuna  War 


What's  good  for  porpoises,  small  Pacific  islands  and  tuna  fishermen 
is  bad  for  people  who  need  low-cost  protein — and, 
for  the  moment  at  least, 
for  the  companies  that  package  it. 


By  STEVEN  SOLOMON 

When  canner  Albert  P.  Halfhill  ran  out 
of  sardines  during  the  great  sardine 
shortage  of  1903.  he  began  experiment- 
ing with  ways  to  process  and  pack  the 
vast  schools  of  albacore  that  then  swam 
through  San  Pedro,  Calif,  harbor.  The 
other  canners  scorned  him:  Albacore  was 
nicknamed  "hog  of  the  sea"  because  it 
ate  everything  in  sight;  it  was  a  junk  food 
even  the  poorest  classes  living  around 
the  harbor  disdained.  But  Halfhill  dis- 
covered that  when  steam  processed,  as  if 
by  magic,  its  meat  came  out  snow  white. 
Eagerly  he  packed  700  cases  (at  $5  a 
case)  and  trekked  to  grocery  stores  in  the 
Los  Angeles  area,  opening  a  can  and 
letting  shopkeeper  and  customer  alike 
sample  the  goods  with  a  toothpick.  Thus 
was  canned  tuna  born. 

Today  the  U.S.  consumes  700,000 
tons  of  tuna  a  year,  nearly  half  the  world 
total,  and  canning  has  become  an  $850- 
million  industry,   but  the  good  news 


seems  all  in  the  past.  Growth  in  the  U.S. 
market  has  been  virtually  stagnant  over 
the  past  five  years. 

Since  mid-December  a  great  tuna  fish 
war  has  been  raging  on  supermarket 
shelves.  Discounts  run  as  high  as  $9.50 
off  a  $42.85  case  of  albacore  or  white 
tuna;  $8.50  off  a  $34  case  of  light  tuna. 

Promotions  and  discounts  have  been 
part  and  parcel  of  the  tuna  business  for 
years  because  the  product  doesn  t  have  a 
great  deal  of  brand  loyalty:  The  lowest 
price  usually  hooks  the  customer.  What 
makes  this  most  recent  round  of  dis- 
counting so  destructive  is  that  it  comes 
in  the  face  of  a  25%  rise  in  the  price  of 
raw  tuna. 

The  real  villain  behind  the  tuna  fish 
war  is  the  porpoise.  Remember  the  por- 
poise? Last  year,  tuna  fishermen  kept 
their  boats  in  port  for  ten  weeks  between 
February  and  May  in  protest  over  the 
ambiguities  of  the  quota  being  forced 
upon  them  by  the  bureaucracy  and  envi- 
ronmentalists on  the  number  of  por- 


poises they  could  kill.  Yellowfin  tuna 
swim  under  and  behind  porpoises  in  the 
open  sea,  and  how  is  an  ordinary  fisher- 
man s  net  to  know  a  tuna  from  a  por- 
poise? So  modified  nets  were  needed  at 
up  to  $70,000  each.  In  1977  about  25,000 
porpoises  were  killed — less  than  half  the 
allowable  number — but  the  new  netting 
and  slower  fishing  meant  that  the  fisher- 
men bad  to  get  more  money  for  their 
tuna.  Thus,  as  is  always  the  case  with 
humane  or  less  polluting  or  more  aes- 
thetic procedures,  the  cost  had  to  be 
absorbed  somewhere.  That  more  por- 
poises may  live,  the  tuna  eaters  ot  the 
world  were  fated  to  pay  higher  prices. 
Only  it  was  more  complicated  than  that. 

By  September  the  price  of  raw  light- 
meat  tuna  caught  under  U.S.  flag  vessels 
was  at  an  alltime  high.  $820  a  ton  vs. 
$608  a  year  earlier  and  only  $500  in 
1975.  (It  has  since  climbed  to  $840.) 

The  canners — no  surprise!! — passed 
along  some  of  the  added  cost  to  the 
shopper,  and  tuna  prices  on  the  super- 
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There's  no  reason  on  earth  to 
let  the  rising  costs  of  business 
travel  put  the  squeeze  on  the 
growth  of  your  company. 

Not  when,  for  the  price  of 
a  stamp,  you  can  get  the  same 
kit  that  has  already  helped  hun 
dreds  of  companies  put  a  lid 
on  those  costs. 

It's  the  Beechcraft  Business  Flying  Kit  and  it's  not  just  another 
song  and  dance  sales  literature  piece. 

Instead,  it's  a  straightforward,  easy-to-read  businessman's  kit 
that  promises  one  thing.  To  help  you  take  a  realistic  look  at  whether 
or  not  a  company  airplane  can  substantially  reduce  your  business 
travel  costs. 

Truth  is,  a  company  airplane  may  not  be  the  answer  for  you 
But  with  this  kit  in  your  hand,  you'll  know  for  sure.  One  way  or  the 
other. 

And  you'll  get  up-front  answers  to  the  real  questions  and  real 
issues  of  owning  and  operating  a  company  airplane.  How  do  you 
determine  the  need  for  one?  Will  it  be  a  good  investment?  Who  will 
fly  it? 

The  kit  even  helps  you  determine  the  actual  net  capital  cost  to 
your  company  of  owning  a  business  airplane,  like  the  Beechcraft 
Duke  shown  here. 

Introduce  yourself  to  a  whole  different  idea  on  cutting  the  cost 
of  business  travel.  Send  for  the  Beechcraft  Business  Flying  Kit 

Get  a  grip  on  your  travel  costs  before  they  get  out  of 
hand.  Write  on  your  company  letterhead  to:  Beech  Air- 
craft Corporation,  Dept.  K,  Wichita,  Kansas  67201.  Ask 
for  our  free  Beechcraft  Business  Flying  Kit,  and  please 
mention  if  you're  a  pilot.  If  you'd  rather  call,  make  it 
collect  and  ask  for  Art  Cross.  316-681-7080. 

i if  General  Aviation  Manufacturers  A 
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Armco 


help  keep 
oming  dropouts. 


For  years,  special  Armco  steels 
have  helped  keep  school  buses 
on  the  job.  Armored  with  zinc, 
aluminum  and  special  paints, 
these  steels  are  designed  to  guard 
bus  bodies  and  other  parts  so  that 
school  fleets  can  give  veteran 
service—  stay  safe  and  reliable. 

School  buses  have  also  taught 
lessons  in  body  defense  to  makers 
of  cars,  vans  and  trucks.  That's 
why  more  and  more  corrosion- 
resisting  and  high  strength  steels 
from  Armco  are  now  used  to  help 
these  vehicles  fight  rust  and 
stay  strong. 

Because  you  needed  them, 
Armco  developed  these  steels, 
and  is  making  them  in  the  U.S. 
on  some  of  the  most  modern  mills 
in  the  world.  Armco  is  a  company 
that  is  in  many  important 
businesses.  Steel  is  one  of  them. 

Armco  Steel  Corporation. 
Dept.  18.  General  Offices, 
Middletown,  Ohio  45043. 


ARMCO 
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market  shelf  rose  by  about  20%.  But 
with  hamburger  at  a  historically  low 
price  relative  to  tuna  fish,  consumers 
wouldn't  swallow  the  increase.  Tuna  acts 
basically  as  a  low-priced  protein  substi- 
tute— and  a  low-priced  substitute  is  in 
trouble  when  its  price  goes  up. 

"When  the  prices  went  up,  the  can- 
ners  were  unable  to  keep  the  volume 
going,"  explains  Jerry  Scharer,  president 
of  H.J.  Heinz'  Star-Kist.  "So  to  try  to  get 
tlie  volume  going  again,  they've  been 
discountyig."  It  was  a  classic  squeeze: 
Higher  costs  brought  higher  prices 
which  brought  lower  demand,  and  peo- 
ple with  tuna  inventories  were  hit  where 
it  hurts. 

In  such  situations,  a  few  competitors 
are  eventually  squeezed  out  and  the 
market  left  in  the  hands  of  the  toughest 
competitors.  Del  Monte,  the  big  fruit 
and  vegetable  packer  which  had  5%  of 
the  tuna  market,  has  already  dropped 


out,  selling  its  cannery  in  Puerto  Rico  to 
Castle  &  Cooke  (Bumble  Bee  brand)  last 
year.  Castle  &  Cooke,  with  only  10%  of 
the  market,  is  fighting  to  hold  on  against 
two  billion-dollar  food  conglomerates: 
Ralston  Purina  (Chicken  of  the  Sea 
brand),  with  32%  of  the  market,  and 
Heinz  (Star-Kist  brand),  with  31%.  In 
the  mid-Sixties  Heinz  had  only  15%,  but 
through  aggressive  promotions  it  is  now 
neck  and  neck  with  Ralston.  Heinz  is 
determined  to  be  number  one;  Ralston  is 
equally  determined  to  stave  it  off.  Ob- 
serves Robert  Pasarow,  chairman  of 
CHB  Foods,  a  smallish  private-label 
packer:  "If  Chicken  of  the  Sea  gains  a 
share  point,  Star-Kist  goes  on  a  vendet- 
ta. If  Star-Kist  gains,  then  Chicken  of  the 
Sea  goes  on  the  warpath. 

So,  nobody  makes  much  money. 

"Profit  margins  have  been  steadily  de- 
clining in  the  last  five  years  and  are  likely 
to  go  lower  in  the  future,"  says  Henry 


Siegal,  a  food  industry  analyst  at  Smith 
Barnes  ,  Harris  Upham. 

So  unhappy  is  Ralston  with  the  cur- 
rent state  of  the  tuna  business  that  in  the 
last  six  months  rumors  have  circulated 
that  it's  been  looking  to  sell  out  to  a  large 
Japanese  trading  company.  Ralston  de- 
nies the  rumors,  but  they  persist. 

With  growth  in  the  U.S.  market  at  a 
virtual  standstill,  the  canners  are  eyeing 
the  world  market  for  tuna,  where  growth 
is  about  10%  a  year.  However,  a  24% 
tariff  in  Common  Market  countries  plus 
competition  from  Italian,  French  and 
Spanish  canners  makes  Europe  an  un- 
likely market.  Star-Kist  already  has  oper- 
ations in  New  Guinea,  Australia  and 
Ghana.  Ralston  is  in  Ecuador  and  Samoa; 
Castle  &  Cooke  is  in  Ecuador. 

It's  a  complex,  interconnected,  unpre- 
dictable world.  Environmentalists  worry 
about  porpoises  and  the  worry  translates 
into  chaos  in  the  U.S.  tuna  industrv.  ■ 


Fishing  The  Seven  Seas 


Joe  Medina  Jr.  of  San  Diego  made 
his  first  trip  on  a  tuna  boat  in  1935  at 
age  seven.  Like  almost  all  the  men 
who  fish  for  tuna  for  a  living,  he 
learned  the  business  from  his  father, 
who  with  his  six  brothers  started  fish- 
ing for  tuna  in  1918.  Today,  at  50, 
Medina  hopes  that  going  out  to  sea 
three  to  four  times  a  year  for  60  to  90 
days  at  a  stretch  is  behind  him:  It's 
time  for  his  sons  to  take  over.  With 
three  new  purse  seiners  at  $5  million 
apiece  under  construction,  Medina  is 
becoming  a  capitalist. 

"Tuna  fishing  is  a  hard  life,  very 
hard,"  Medina  says.  But  it  is  fairly 
lucrative.  A  top  captain  on  a  top  boat 
can  make  between  $75,000  and 
$100,000  a  year  and  a  crew  member 
$25,000.  More  common  incomes  are 
$.50,000  and  $15,000— still  not  bad. 

The  rewards  are  high  enough  at 
present  prices  that  there  is  a  building 
boom  in  tuna  boats.  San  Diego's 
Campbell  Industries  is  the  largest 
builder  in  the  U.S.  It  has  orders  for 
17  new  boats;  for  the  two  years  before 
that  it  hadn't  had  a  single  one.  In  all 
about  30  new  boats  are  on  order, 
enough  to  keep  shipyards  busy  until 
1980.  With  a  10%  investment  tax 
credit  available  to  boat  owners  the 
■business  is  now  financially  sophisti- 
cated. Banks,  which  formerly  made 
only  seven-year  loans  on  tuna  boats, 
are  now  going  to  12  and  15  years. 

But  for  tuna  eaters  the  price  can  go 
in  only  one  direction:  up.  Operating 
costs  have  doubled  in  two  years. 
Fuel — about  half  the  cost  of  running  a 
boat — has  risen  from  18  cents  to  43 
cents  a  gallon.  As  the  tuna  boats  go 
farther  to  places  like  the  western  Pa- 


cific to  find  new  schools  offish,  great- 
er quantities  of  fuel  are  required. 

Another  big  worry  is  the  200-mile 
fishing  limit.  Already  nations  such  as 
Peru,  Ecuador  and  New  Zealand 
force  U.S.  fishermen  to  buy  licenses 
for  as  much  as  $80  per  tonnage  capac- 
ity of  the  tuna  boat  whether  they 
catch  the  full  load  or  not  (which 
means  $80,000  for  a  1,000-ton  purse 
seiner).  The  governors  of  tiny  Pacific- 
islands  have  been  meeting  to  decide 


what  licenses  to  require  for  fishing 
within  a  200-mile  radius  of  their  is- 
lands, and  an  organization  of  Central 
American  nations  is  doing  the  same. 

For  now,  the  price  war  among  the 
packers  is  mitigating  the  effect  of  all 
this  on  the  ordinary  consumer.  But  in 
the  end  the  packers  will  have  to  make 
a  profit — or  go  out  of  business.  When 
that  happens  the  tuna  fishermen  had 
better  hope  that  the  price  of  beef — 
hamburger — remains  high.       — S.S. 


Of  Fish  And  Finance:  These  days  boat  operators  Joe  Medina  )r.  (left) 
and  Cosimo  Cutri  find  hooking  bank  loans  easier  than  catching  tuna. 
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Is  your  company  overlooking 
the"hidden  money"  if  already  has? 

Our  free  Cash  Management  Review  will  help  you  uncover  it. 


The  Gash  Mwafemrt  M/fo  ffidtfa  Mom/ 

^Faster  Cash 

1        jr   jr  -we* 


r00? 


Expert  analysis  may  quickly 
show  you  how  usable  cash  can  read- 
ily be  "created" .  . .  cash  that  already 
exists  but  is  now  hiding  within  the 
operations  of  your  company. 

This  is  especially  likely  if  you 
have  multiple  plant  or  office  facilities, 
scattered  bank  accounts,  and  dis- 
bursements for  payables  from  many 
locations.  With  that  kind  of  structure, 
it's  particularly  vital  that  you  get  the 
full  story  on  latest  cash  management 
trends  and  improvements. 


That's  where  we  come  in.  Our 
seasoned  cash  management  staff 
will  review  with  you  your  current 
operations  and  identify  specific  cor- 
porate needs.  Included  will  be  your 
collection  system,  the  way  you  con- 
centrate your  funds,  and  the  method 
by  which  you  disburse  funds. 

You'll  then  receive  from  The 
First  a  written  analysis.  .  .with  our 
suggestions  for  "creating"  and 
stretching  corporate  dollars.  ( Per- 
haps you've  been  overlooking  such 


basics  as  the  best  concentration  and 
reconcilement  services  for  your 
needs,  the  right  lock-box  setup, 
zero-balance  service,  data  transmis- 
sion, or  electronic  banking.) 

To  take  advantage  of  this  free 
review,  just  give  Roy  Kelley  a  call  at 
(617)434-3870. 

It  could  be  the  call  that  starts 
your  company  looking  in  the  right 
places  for  extra  money. 

In  New  York  call  0X5-2370 
extension  3870. 


The  First  people  to  talkto  ^^^^)The  First 

THE  FIRST  NATIONAL  BANiToTbOSTON 


"£tna, 

lieal  thy  self 

In  recent  months,  Mm  has  been  blunt  in  criticizing  some  expen- 
sive flaws  in  America's  health  care  system. 

Our  bluntness  has  brought  us,  in  return,  equally  blunt  criticism 

of  ourselves: 

A  hospital  administrator  from  Illinois  says  that  Etna's  own 


insurance  plans  have  encouraged  overuse  of  hospitals— since  we 
pay  for  some  procedures  only  when  the  insured  person  is  hospital- 
ized, even  though  out-patient  treatment  might  cost  less.  (He's  right. 
Some  plans  do  this.  V\fe  need  to  work  harder  to  change  them!) 

Several  doctors  asked  how  we  could  claim  to  "give  consumers 
a  stake  in  holding  down  costs"  when  we're  still  selling  health 
insurance  that  has  little  or  no  deductible.2 

Another  physician  says  that  skyrocketing  malpractice  insur- 
ance premiums  have  forced  him  to  increase  the  charges  to  his 
patients.3 

Another  accuses  Mm  of  "scapegoatism"  and  "kicking  the 
dog,"  and  a  hospital  representative  contends  "you  attack  us."4 

To  these  last  charges  we  plead  "not  guilty."  Our  criticism  is 
aimed  at  the  health  care  system  and  not  at  doctors  or  hospitals  — 
although  all  participants  (including  Mm)  must  share  some  respon- 
sibility. Most  worthwhile  changes  in  society  bring  with  them  strong 
disagreements  and  public  debate.  Slowing  die  runaway  costs  of  this 
system  needs  open  discussion  now.  Mm  will  keep  focusing  on  the 
flaws  we  see.  And  we'll  keep  welcoming— and  responding  to— the 
views  of  those  who  disagree  with  us  most  strongly. 

£tna 

rants  insurance  to  be  affordable. 

In  the  last  few  years  we've        2This  is  also  true.  Although  3An  increase,  starting  in  the  wrote  along  these  lines:  "/Etna, 

nsified  our  efforts  to  correct  /Etna  has  been  stressing  the  early  1970s,  in  the  number  and  being  a  large  company,  can 

imbalance:  /Etna  health  in-  value  of  deductibles  and  co-insur-  size  of  liability  suits  caught  in-  afford  to  take  pages  in  national 

nee  plans  are  covering  more  ance  since  the  mid-1950's,  the  surers  by  surprise,  and  drasti-  magazines  and  push  its  opin- 

more  kinds  of  out-patient  physicians'  criticism  is  fair:  we  cally  forced  up  premiums  to  cover  ions;  I,  as  a  private  practitioner 

.    Examples:    Post-hospital  are  still  writing  insurance  plans  legal  costs,  court  awards  and  out-  of  medicine,  obviously  cannot'.' 

valescent  facilities  (since  that  have  no  deductibles  for  hos-  of-court  settlements.  Part  of  the  This  advertisement  is  a  recogni- 

9);  free-standing  ambulatory  pital  charges.  The  pressure  to  solution, /Etna  believes,  is  to  re-  tion  of  that  point  of  view.  But  we 

.ical  centers  (since  1973);  pre-  "give  the  customer  what  he  form  an  increasingly  dis  torted  don't  think  that  any  of  us  in- 

ission    testing    (experimen-  wants"  is  a  constant  in  business,  tort  law  system.  This  is  a  subject  volved  in  the  health  care  system 

V  since  1970  — now  being  /Etna,  like  most  insurers,  has  as  controversial  and  important  can  afford  to  overlook  our  own 

nded  nationally);  and  post-  given  in  to  it  too  many  times  as  the  health  care  system  itself,  contribution  to  the  problem.  Each 

)ital  home  health  care  already  when  it  may  not  have  been  in  so-  ■Mn  response  to  our  earlier  ad-  of  us  should  give  some  criticism, 

lable  in  many  plans.  ciety's  long-term  interest.  vertisements,  several  doctors  take  some  —  and  act  on  it. 


\  Life  &  pas"alt*  LIFE  &  CASUALTY 

armington  Avenue, 

ford.  CT  06156 


Ami 
my  brother's 
keeper? 


Proc 


There  isn't  a  decent  American  who 
begrudges  using  his  tax  money  for 
tr>e  helpless,  but  tnere  isn't  an  intel- 
ligent American  who  isn't  justly 
incensed  to  see  his  hard-worked-for 
taxes  go  to  the  shiftless,  who  whine 
they  have  the  right  to  be  taken 
care  of  in  idleness,  and... strikers  who 
get  food  stamps . . .  unmarried  women 
who  collect  a  larger  welfare  check  for 
each  illegitimate  child  . . .  thousands 
of  active  military  ser/icemen 
collecting  welfare . . .  and  on  and  on. 

No.  I  don't  think  I  am  my  brother's 
keeper  for  this  sort  of  absurdity,  and 
I'm  going  to  say  so,  loud  and  clear. 


WARNER  &SWASEY 


Tins  is  our  Turning  Machine  D*v\wr.  s  ne< 
sod  '-•  v.  h/ww^  ne  V  2-axiS 
turning  machines.  Putting  12  cutting  tot* 
av.iv  me  VSC  machine-  .%'ge  worKpit 
iaster  and  more  efficiently,  producing 
oat'i  '  c  'ee:.  £ **.•';'  c%  v  riO!/;"y  mov 
Protective  guarding  re'v-ved  to  show 
chine  detail  ) 


equipment  2nd  systems  in  machine  tools,  textile  and  construction  machine 

SWAS£'<  COMPANY      £ WJUvi;  QW/c*i  1 1000  C*r33f  Avenue  Cleveland .  Onid  441% 


No  Ming  Vase 

Tins  soda  fountain  china  circa 
I'j'jo   is  considered  a  choice  ad 
vertising  collectible  Price  $400 


Corporate  Collectibles 

The  history  of  American  business  in  a  tin  can, 


By  PAUL  STURM 

and  CYNTHIA  SALTZMAN 

Photography 

By  DAVID  HUME  KENNERLY 

A  few  weeks  Af.o,  7  (XX)  collectors 
■tormed  Gaithersburg,  Md.  foi  a  major 
antique  show,  Hard  core  connoisseur! 
lined  up  in  the  snow  ioi  two  hours  before 
the  selling  began,  jockeying  for  position 
to  bid,  not  on  Georgian  silver  and  Shakei 

chairs,  bul  on  tavern  posters,  tin  cans, 
trolley  ads  old  serving  days   Moxie  light 

pulls  and  Aunt  Jemima  dolls  They  came 
with  money  $150  foi  a  Planters  peanui 
jai  $35  lor  a  little  cabin  shaped  s\"ip 
can    $'J,(XX)  Ioi  a  tum-of-the-century 


Pepsi-Cola    ceramic    syrup  dispenser 

What's   happening?   You   may  be 

templed  to  dismiss  it  as  a  transient  epi 
demic  O-i  corporate  (  amp,  but  you  may 
be  wrong.  Buying  up  early  forms  ol  pack 
aging  and  advertising  ail  may  never  be- 
come a  national  pastime  but  is  already 
considerably  mote  than  a  lad  Otherwise 

sensible  people  now  spend  weekends 

sniffing  out  l8!X)s  codec  cans  or  tin  tags 
used  tO  label  plug  tobacco  (ol  wliicli  nvei 

10, (XX)  brands  once  proliferated)  All  are 
highly  "collectible.  On  the  block  at 
Gaithersburg,  ten  miles  north  of  Wash- 
ington, D.C.,  battered  wooden  fruit 
•  rales  with  laded  black  lettering  were 

priced  at  $40. 
The  collectors  of  these  artifacts  are 


neithei  perverse  n<»  in  precious  rebel 
lion  against  the  price  <>l  18th-century 
French  furniture  Firms  like  Anheusei 
Busch,  ( ■oi  ning  '  rlass  and  ( 'oca  (  ola 
compete  with  1  olli  <  tors  to  build  theii 
own  stock  ol  promotional  memorabilia. 
PepsK  !o  spent  $35,000  on  a  L929  Travel 
air  plane  used  in  the  Thirties  to  write  ads 
in  the  sky  "Its  part  ol  corporate  con 
sciousness,  explains  Leslie  Stegh,  archi- 
vist at  Deere  &  <  -<>  "Advertising  is  im- 
portant to  understanding  out  history  and 
our  image." 
The  criteria  foi  masterpieces  an-  much 

the  same  foi  collectors  of  tin  cans  as  tliey 

are  for  collectors  oi  Chinese  porcelain 
above  all,  rarity  and  condition  Crafts 
manship,  ol  course,  Is  also  sought  aftei 
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Is  It  The  Real  Thing? 

Coca-Cola  serving  trays  like  this  1934  edition  started  the  ad  art  collecting 
boom.  Coke  offered  them  to  vendors  between  1898  and  1950,  and  relics 
from  those  early  years  can  command  thousands  of  dollars.  Beautiful  girls 
graced  most  of  the  promotions,  with  William  Randolph  Hearst's  compan- 
ion Marion  Davies  adorning  one  of  the  rarest.  Another  choice  item, 
turned  out  on  the  sly  by  Coke's  Chicago  distributor,  features  a  nude 
beauty.  Movie  stars  Maureen  O'Sullivan  and  Johnny  Weissmuller  make 
this  tray  especially  popular,  but  like  the  real  art  world,  ad  collecting  has 
its  share  of  fakirs.  The  thin  red  inner  border  (left)  signals  an  unauthorized 
reproduction  worth  $5,  while  the  genuine  article  (right)  sells  for  $275. 
Coke  addicts,  however,  have  unlimited  interests.  They  11  buy  any  corpo- 
rate giveaway — from  bottle  openers  to  soda-jerk  hats. 


Beyond  The  Last  Drop 

A  12-inch  coffee  tin  like  this  is  a 
collector's  pride.  Consolidated 
Foods  bought  out  its  purveyor, 
CD.  Kenny,  in  1941;  the  can 
rates  an  $80  price  tag.  Much  of 
its  interest  is  its  allusion  to  slav- 
ery— reportedly  a  specialization 
even  among  black  collectors. 


Hot  Tin-Types 

Peanut  butter  and  talcum  powder 
containers  are  currently  choice 
collectibles.  The  rare  yellow  can 
(top,  left)  is  priced  at  $85.  Others 
in  good  condition  can  be  had  for 
less  than  half  that.  In  the  1930s 
peanut  butter  packed  this  way  was 
aimed  squarely  at  kids.  A  popular 
pail  featured  child  actor  Jackie 
Coogan.  Talcum  powder,  on  the 
other  hand,  picturing  cuddly  in- 
fants was  pitched  at  purse-wielding 
mothers.  Both  cans  (right)  are 
among  the  top  labels:  Squibb, 
yours  full  for  $18,  and  Colgate, 
still  a  steal  at  $25. 


One  For  The  Big  Boys 

Antique  dealer  Buddy  Winford 
handles  oversized  promotions 
like  this  6V2-foot  Fisk  "Time  to 
Re-tire  '  trademark.  Minus  two 
important  elements — a  slung- 
from-the-shoulder  tire  casing 
and  a  lighted  candle — it  recentlv 
sold  for  $250.  But  Winford,  who 
scours  flea  markets  in  a  1%-ton 
truck,  has  other  wares  in  stock:  a 
4-foot  metal  model  of  a  Gillette 
safety  razor,  a  5-gallon  Dr  Pep- 
per bottle  and  a  massive  Old 
Crow  emblem  that  lights  up  and 
says,  "Hi."  Who  would  want 
such  junk?  Most  customers  are 
impulse  buyers.  "This  stuff  cre- 
ates an  atmosphere,"  noncollec- 
tor  Winford  concludes.  "People 
will  pay  for  anything  that  turns 
them  on." 
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Names  To  Buy  By 

Like  Picasso  sketches,  certain 
name  collectibles  hold  their  value 
well.  In  general,  material  from 
now-bankrupt  outfits  is  less  sought 
after  than  old-style  packaging  for 
products  with  a  contemporary 
ring.  Thus,  it  takes  $20  to  own  an 
empty  carton  of  Lucky  Strike 
Green  ("It  Went  to  War").  A  De- 
pression-era Hershey's  cocoa  box 
sells  at  $15.  Restaurant  tins  of 
Heinz  foods  run  to  $25.  Still,  some 
bygone  brands  are  worth  a  gam- 
ble. Currently  popular:  blue-and- 
orange  Oxydol  cartons,  Fairbank  s 
Gold  Dust  cleanser  and  "Quick, 
Henry  .  .  .  the  Flit"  guns. 


Supporting  Their  Habit 

Like  most  who  deal  in  commercial  memorabilia,  Phil  and  Karol  Atkinson  are 
also  collectors.  They  live  in  Mercer,  Pa.  and  sell  by  mail  or  from  booths  like  this 
that  they  set  up  at  a  score  of  shows  every  year.  "It  all  started  when  my  husband 
came  home  with  a  can  I  really  liked,"  says  Karol.  "Now  we  have  one  room  with 
a  country  store  display,  tin  containers  all  over  the  kitchen  and  old  signs 
hanging  everywhere  in  the  house."  Typically,  the  Atkinsons'  collectible 
peddling  is  as  much  hobby  as  business.  Up  to  40%  of  all  merchandise  trades 
from  one  dealer  to  another,  and  dealers  normally  offer  their  counterparts  20% 
discounts.  That  means  posted  prices  reflect  seller  optimism  far  more  than 
actual  market  value.  As  with  true  professionals  in  any  field,  Phil  and  Karol 
specialize — in  peanut  butter  pails  and  pocket  tobacco  tins  such  as  those  in  their 
display  case  (front,  right).  How  much  for  Prince  Albert  in  a  can?  List:  $6. 


Toddlers,  Subtle  Sex  And  A  Friendly  Pet 

Those  three  themes  dominate  early  20th-century 
product  advertising.  An  example  of  each  shows  up  on 
these  metal  change  trays,  which  manufacturers  hand- 
ed out  to  retailers  as  a  cheap  promotion.  Today, 
however,  owning  such  a  quaint  4-inch  tin  plate  takes 
lots  of  folding  money.  Adorned  with  a  smiling  black 
cat,  mint  condition  Mr.  Thomas  (right)  goes  for  as 
much  as  $65.  Not  bad  for  a  5-cent-cigar  ad. 


The  Rolls-Royce  Of  Empty  Cans 

Collectors  call  them  Roly  Polys,  and  about  60 
years  ago  you  could  buy  plug  tobacco  in  these 
oddly  shaped  tins.  Six  different  characters  were 
available,  and  the  fact  that  sets  exist  makes  such 
cans  especially  popular.  "Satisfied  customer" 
(left)  and  "The  Man  from  Scotland  Yard"  (right, 
shown  from  the  rear)  are  among  the  rarest. 
Priced  up  to  $1,500  in  mint  condition,  the  latter 
is  also  among  the  costliest  tin  cans  around.  Oth- 
er Roly  Polys  are  less  dear,  but  a  full  set  can 
command  over  $3,000.  Scholars  of  collectibles 
are  quick  to  point  out  the  high-quality  workman- 
ship of  these  label  designs,  which  are  litho- 
graphed directly  on  metal — a  technique  no  long- 
er practiced.  In  their  day,  Roly  Polys  were  used 
by  several  tobacco  brands  and  were  billed  as  an 
ideal  place  to  store  brownies. 
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Snap,  Crackle  And  Pop  Art 

This  Cream  of  Wheat  poster  radiates  the 
nostalgia  that  turns  collectors  on.  Framed, 
the  bold,  bright  design  sells  for  $70  and 
typifies  50-year-old  advertising  graphics. 
The  happy  chef  is  a  Chicago  waiter  who 
posed  for  $15  in- 1899.  One  of  the  best- 
known  ad  symbols,  he  still  appears  on  cereal 
boxes.  Another  long-running  product  is  Na- 
bisco's  Uneeda  Biscuit — the  first  bakery 
item  to  get  national  distribution.  Its  early 
ads,  featuring  a  boy  in  a  yellow  raincoat, 
touted  Uneeda's  airtight,  sanitary  package. 
Outdoor  signs  are  popular,  too,  though  they 
rarely  sport  more  than  a  brand  name.  One 
steady  seller:  Mail  Pouch  Tobacco.  Its  big 
blue-and-yellow  roadside  thermometers  can 
go  for  $250. 


A  century  ago  tin  cans  often  cost  more  to 
make  than  the  tea  or  face  powder  they 
contained.  Labels  lithographed  directly 
on  metal  (a  process  long  since  abandoned 
for  cheaper  photographic  techniques  and 
paper)  still  retain  vivid  colors.  To  tin 
aficionados,  old  display  signs  might  as 
well  be  oil  paintings. 

Among  the  rarest  and  oldest  collecti- 
bles at  the  moment  are  quaint,  promo- 
tional giveaways — such  things  as  trade 
cards,  celluloid  buttons  and  mirrors — 
distributed  by  the  thousands  by  local 
industries  up  until  the  1920s.  These 


small  ornamental  giveaways  were  as  Vic- 
torian in  their  marketing  approach  as  in 
the  decorations  which  abound  in  Men- 
nen's  flowers  and  Borden's  cheeky  ba- 
bies. Product  names  usually  appeared, 
quietly,  on  the  margin  or  on  the  back. 

In  days  before  broadcasting  and  nation- 
al magazines  overwhelmed  other  adver- 
tising vehicles,  signs,  posters  and  hand- 
outs were  the  mass  media.  Marketers 
that  used  them  well  prospered.  Among 
hundreds  of  turn-of-the-century  syrup 
companies,  Coca-Cola  became  a  house- 
hold word  not  least  because  of  its  sus- 


tained and  massive  giveaway  campaigns. 
In  1913,  to  a  nation  of  only  90  million 
Americans,  Coke  spewed  out  over  64 
million  trinkets — everything  from  paper 
fans  to  baseball  scorecards.  Kellogg  sent 
out  thousands  of  children's  books.  Heinz 
was  famous  for  its  pickle  charms. 

From  the  start  big  business  responded 
to  big-name  talent.  Maxfield  Parrish 
painted  Jell-O  posters.  Norman  Bock- 
well  did  signs  for  Nabisco.  Coke  hired 
popular  artist  N.C.  Wyeth  to  design  its 
calendars.  Today  these  pieces  are  con- 
sidered finds.  Parrish's  posters  for  Ferry 
Seeds,  first  made  in  the  early  1900s,  are 
now  in  the  $300  range.  After  World  War 
I,  Victorian  gentility  yielded  to  bolder, 
more  sophisticated  images  on  posters 
and  point-of-sale  displays  and  full-color 
magazine  ads  touting  Packard,  Pierce 
Arrow  and  steamship  lines. 

The  advent  of  radio  and,  in  time,  tele- 
vision made  obsolete  the  beautifully  pro- 
duced giveaways  as  a  mass  medium.  The 
cents-off  coupon  survives,  but  the  mes- 
sage is  in  the  price,  not  the  printing. 
Still,  there  is  a  lot  of  good  design  around 
that  is  as  perfect  an  expression  of  popular 
taste  in  America  today  as  Yellow  Kid 
ginger  wafer  cans  were  80  years  ago.  As 
you  prepare  to  toss  into  the  garbage  your 
next  pop-top  aluminum  can  or,  for  that 
matter,  Forbes  Magazine,  pause  and 
consider:  These  future  shards  may  one 
day  have  their  own  connoisseurs.  ■ 


More  Than  Putting  On  The  Dog 

Curtis  Lee  Smith  Jr.  appears  every  inch  a  respectable  Cleve- 
land executive.  Graying  and  dapper  at  50,  he  went  to  Dart- 
mouth and  now  runs  his  family's  copper  tubing  firm.  Some- 
thing, however,  sets  Smith  apart  from  the  crowd. 

Consider:  He  and  his  wife  recently  drove  five  hours  on  a 
snowy  Friday  afternoon  to  a  weekend  antique  fair.  Next  morn- 
ing, Smith  was  up  early,  bounded  into  the  exhibit  room  and 
eagerly  plunked  down  $500  for  a  40-inch  papier-mache'  dog.  A 
replica  of  BCA's  famous  little  Nipper,  it  once  sat  in  a  record 
store  window.  Smith  will  add  the  model — one  of  35  he  now 
owns — to  his  1,000-piece  collection  of  BCA  memorabilia.  His 
pride  and  joy  is  a  6-foot  canine  built  for  BCA's  Chicago  offices. 
It  sits  on  his  front  porch. 

Why  work  so  hard  accumulating  castoffs  of  a  corporate  ad 
campaign?  Smith  traces  his  hobby  to  an  early  interest  in 
classical  records,  and  he  enjoys  tracking  down  his  offbeat 
artifacts.  Also,  he  claims  BCA's  old  advertising  is  appreciating 
faster  than  its  common  stock.  He  paid  $800  for  his  biggest  little 
Nipper  three  years  ago  and  says  today  it  may  be  worth  over 
$2,000.  Finding  a  buyer  is  another  question:  There  is  no  New 
York  Stock  Exchange  for  king-sized  dogs. 

Collecting  has  long  appealed  to  businessmen.  J. P.  Morgan  is 
said  to  have  gobbled  up  nearly  every  gimcrack  European 
dealers  showed  him.  Andrew  Mellon  and  Henry  Frick  were 
major  art  accumulators.  Psychologists  explain  it  ominously. 
Freud  thought  the  pack-rat  instinct  was  a  surrogate  for  sexual 
desire;  others  consider  it  the  passive  manifestation  of  an  urge  for 
power.  Smith  has  different  ideas — at  least  as  far  as  his  own 
symbols  are  concerned.  "Collectors  are  just  very  nostalgic- 
people,"  he  concludes.  "All  this  stuff  brings  out  the  kid  in  you." 


Whose  Master's  Voice?  Smith  and  a  new  pet. 
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Report  from  Number  One  Wall  Street 


Vitold  S.  Sulimirski,  Vice  President, 
mternational  Corporate  Banking  Division. 


An  international 

presence.  "Today,  any  U.S. 
>:ompany  with  annual  sales  of  $100 
Inillion  plus  is  to  some  extent  multi- 
national" says  Witold  Sulimirski,  man- 
ager of  the  Europe  Area.  "And  for 
iny  company  doing  business  abroad, 

he  Irving  is  abroad. 

"We  have  branch  offices  in 
London,  Frankfurt, Tokyo,  Singapore 
jind  Taipei;  representative  offices  in 
Paris,  Beirut, Teheran,  Hong  Kong, 
Melbourne,  Buenos  Aires,  Caracas, 
jind  Rio  de  Janeiro;  and  affiliate  finan- 

ial  institutions  on  all  continents. 

"The  Irving  provides  a  wide 
Bange  of  services  to  corporate 

ustomers  abroad.  Our  principal 
business  is  financing,  both  short  and 
Inedium  term,  in  any  major  currency. 
Many  companies  also  come  to  us 
lor  the  rapid  movement  of  funds 
Ijcross  national  borders,  for  foreign 
||lxchange  transactions,  for  money 
jiiarket  and  investment  information!' 

Sulimirski  sums  up  the  Irving 's 
lltrength  this  way:  "With  outposts  in 
i|  ey  financial  centers  and  with  an 
Ixperienced  New  York  based  staff 
pat  travels  around  the  globe  to 
Ittend  to  the  needs  of  customers, 
j|/e  are  well  placed  to  assist  your 

tympany,  anywhere" 


A  major  bank. 

At  36/38  Cornhill,  in  the 
heart  of  the  financial  district  that 
Londoners  call  the  City,  stands  the 
Irving 's  London  branch  office.  This 
branch  is  a  major  commercial  bank 
in  its  own  right  with  current  assets 
that  now  exceed  $1.5  billion. 

"Our  mission  in  London','  says 
General  Manager  James  M.Stewart, 
"is  to  serve  the  needs  of  corporate 
business,  both  resident  and 
non-resident!' 


]ames  M.  Stewart,  Vice  President. 


For  resident  companies,  a  typical 
assignment  might  be  to  explore 
a  direct  investment  program  in  the 
U.S.  Irving  specialists  in  London, 
working  with  their  counterparts  at 
Irving  headquarters  in  New  York, 
provide  counsel  and  assistance  on 
such  alternatives  as  acquisition,  joint 
venture  or  establishing  a  de  novo 
operation. 

For  non-resident  companies, 
assignments  might  include  providing 
a  comprehensive  analysis  of  the  com- 
pany's overseas  organization,  sales 
volume,  inventory  policy  and  con- 
trol; reporting  and  budgeting  net 
assets  or  liability  position  in  foreign 
currencies;  evaluating  capital 
expenditure  programs  and  sources 
of  local  financing. 

"Whatever  the  assignment"  says 
Stewart, "out  clients  know  that  at 
the  Irving  they'll  find  the  experience 
and  the  commitment  to  get  the 
job  done  right!' 


A  key  financial 

center.  We're  in  Frankfurt  for 
a  number  of  good  reasons''  says  James 
W  Scanlan,  the  Irving 's  Director  for 
Europe,  resident  in  Frankfurt. 


James  W.  Scanlan, )r.,  Vice  President. 


"It  is  a  major  financial  center  in 
a  country  with  a  very  stable  economy 
and  a  strong  currency.  Many  multi- 
national corporations  are  represented 
here,  including  over  200  American 
ones.  From  Frankf  urt  we  also  have 
easy  access  to  clients  throughout 
Germany,  as  wellas  in  Switzerland,  the 
Netherlands,  Belgium,  Luxembourg 
and  Austria. 

"At  our  Frankfurt  Branch"  says 
Scanlan, "we  offer  a  full  range  of 
commercial  banking  services.  Among 
them  is  foreign  exchange.  Our  deal- 
ing room  maintains  daily  contact 
with  international  treasurers  of  major 
corporations  in  Germany.  We  keep 
them  abreast  of  up  to  the  minute 
developments,  as  well  as  longer  tenn 
fundamentals" 

Complementing  this  personal- 
ized service,  Frankfurt  Branch  distrib- 
utes to  its  customers  the  Irving  s 
Foreign  Exchange  Market  Trends, 
which  is  published  by  the  Economic 
Research  and  Planning  Division  in 
New  York  and  available  in  both 
English  and  Gennan. 


Irving  Trust  Company.  Unique.  Worldwide. 

A  CHARTER  NEW  YORK  BANK 
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Reducing  Produ( 


With  product  liability  insurance  increas- 
ingly restricted  in  terms  of  coverages,  manu- 
facturers are  putting  more  stress  on  loss  control 
and  safety  programs  to  hold  down  claims  and 
lawsuits, 

A  brief  review  by  INA  of  an  insurance  topic 
of  interest  to  business  executives. 


Although  producl  liability 
insurance  is  still  generally  avail- 
able to  manufacturers,  rates  have 
gone  up  sharply  over  the  past  few 
years  and  coverages  have  been 
significantly  reduced.  The  insur- 
ance now  issued  usually  provides 
for  relatively  high  deductibles,  so 
thai  more  of  the  risk  is  shifted  to 
the  manufacturer.  In  addition, 
there  has  been  a  trend  toward 
policies  covering  the  current  year 
only,  excluding  all  claims  not 


made  during  that  vear,  w  hic  h  can 
also  add  to  a  company's  risk. 

Virtually  all  manufacturers 
have  been  affected  by  product 
liability  difficulties.  Companies 
making  such  products  as  pharma- 
ceuticals, chemicals,  machine 
tools,  power  mowers  and  sport  ing 
goods  have  been  part  icularly  hard 
hit.  The  problem  is  so  widely 
recognized  that  189  remedial  bills 
have  been  introduced  in  42  states, 
in  addition  to  a  variety  oi  mea 


sures  pending  in  Congress. 

Legislative  changes.  ho\veve| 
c  au  al  lu  st  prov  ide  long  rang 
solutions.  Meanwhile,  manutac 
turers  are  utilizing  several  ajj 
proaches.  including  the  establish 
ment  of  self-insurance  reserve 
where  possible  and.  with  sonj 
larger  companies,  the  format io 
of  "captive"  insurers. 

Most  companies  don't  sto 
there,  however.  Spurred  by 
variety  of  influences,  they  an 
tightening  and  extending  the 
product  safety  and  loss  contn 
programs.  The  starting  point 
often  an  extensive  survey,  th 
objective  of  which  is  to  rcvei 
every  potential  hazard,  both  t 
people  and  property,  which  migfl 
result  from  the  use  of  the  prodd 
under  all  conceivable  condition 

Some  insurance  companij 
will  conduct  such  surveys  eitra 
in  conjunction  with  insurai  C 
coverage  or  separately.  Survej 


liability  Exposures 


of  this  kind  generally  examine 
the  two  basic  aspec  ts  ol  product 
safety   control  ol  the  product 
itself  and  control  ol  the  condi 
tions  under  w  hich  it  is  used. 

Sensing  the  pitfalls 

For  example,  .1  survey  made 
fora  manufacturer  of  road  paving 
equipment  resulted  in  specific 
suggestions  for  improvements  in 
product  design  and  manufacture. 
In  design,  it  was  recommended 
that  a  railing  be  installed  behind 
the  operator's  platform,  together 
with  additional  hand  holds.  In 
main  1!  act  1  ire.  critical  parts  parts 
whose  failure  might  result  in 
injuries  to  users  were  idem  ified 
and  quality  control  standards 
drawn  up  lor  1  hem.  Another  sug- 
gest ion  was  lor  1  he  establishment 
ol  a  tag  System  tor  rejected  parts, 
to  ensure  that  they  would  not 
find  their  way  hack  to  the  assem 
bly  line. 

And  to  cut  down  on  accidents 
on  the  road,  recommendations 
were  made'  for  lights  and  turning 


signals  on  t  he  machines  and  foi 
such  equipment  as  safety  chains 
for  towing. 

As  for  control  ol  conditions 
ol  use.  .ill  operating  and  mainte 
nance  manuals,  sales  literature 
and  advert  ising  were  reviewed  foi 
clarity  and  avoidance  ol  mislead 
iny  wording.  Kxpress  warrant  ies 
werechanged   thephrase"a  tail 
safe  brake  system"  became  "a  safer 
brake  system."  Pictures  w  e  re  de 
leted  ol  machines  performing 
tasks  that  might  tax  their  limits 

ol  strength  under  cert. mi  condi 
tions.  And  it  was  suggested  that 
some  warnings  appearing  in  in 

struct  ion  manuals  also  he  placed 
on  the  equipment  itself. 

Following  through 

Plans  leu  safety  and  loss  con 

trol  programs  are  one  thing  im 
plementing  them  is  another, 
Although  corporate  risk  ma  nan 
ers  can  make  recommendations 
based  on  surveys  and  other  infoi 
mation,  lew  ol  them  have  the 
authority  to  see  that  they're 


actually  accomplished.  Tins 
usuallj  be<  omesthe  responsibility 
ol  plant  managers  or  ol  industrial 

relations  people.  In  am  event, 
perhaps  the  most  important  si  1111 

ut  1  is  to  safer  products  and  fewer 
product  liability  claims  is  the 
» ommitment  of  company  manage 
incut  to  these  goals. 

Through  its  insuran<  e  fa<  1I1 

t  ies  and  through  I  SIS,  its  sell 

insurance  subsidiary,  1NA  pro 
vides  professional  counsel  and 
services  in  the  development  ol 
( omprehensive  product  liability 
risk  management  programs. 

*  *  # 

The  Insurance  (  lompanj  "I 

North  Ainci  ic  a  was  founded  in 
1792  in  Independence]  [all,  Phila- 
delphia. Today  it  is  the  largest 
component  »»i  [NA  ( lorporation's 

international  network  ol  msur 

an< c  and  financial  services  ecu 
panics.  In  property  and  casualty 
insurance  and  risk  management 
set  vi<  es,  life  and  gi  cup  insuran<  e, 
investment  banking,  and  healt  h 
care  management,  INA  and  its 

affiliated  companies  oiler  a 
unique  combination  *>l  products 
and  services  to  business  and  in 
dustrj  around  the  world. 

INA  insurance  products  and 
services  are  available  through 

selected  independent  agents  and 

brokei s.  F< »i  foi  mal  ive  l» « >k 

let  on  cut  1 1  in  Mends  in  produi  I 

liability,  write  INA  Corporation, 
1600  Arch  Street.  Philadelphia, 
Pa.  19101. 

INIV 

The  Professionals 


Helmet  can  t  block  every  kick, 
court  finds 

Even  .1  well  designed  football  helmet  can't 

protect  ;i  player  against  all  head  injuries,  an 

Arizona  court  has  found. 

In  clearing  a  helmet  manufacturer  ol 

liahilitv  in  a        million  product  suit,  the 

court  determined  thai  the  injury  resulted, 
nol  from  a  Mow  to  (he  helmet,  hut  from 
an  upperCUl  to  an  exposed  part  ot  the  face 
—something  a  helmet  could  nol  be  ex 
pected  to  protect  against. 

Scientific  tests  showed  that  the  helmet 
leld  up  under  blows  far  more  powerful  than 
would  In-  received  in  a  football  game  ami  1  bat 
il  was  free  from  defects. 


314  American 
companies  help 
make  the  A300 f  l\ 


The  list  reads  like  the  Who's  Who  of 
U.S.  aviation. 

General  Electric,  and  Pratt  &  Whitney 
make  the  high-bypass  turbofans. 
Garrett  makes  the  auxiliary  power  unit 
and  air  conditioning  equipment. 
Westinghouse,  electrical  generators. 
Sperry  Rand  contributes  hydraulic 
pumps.  Sundstrand  manufactures  con- 
stant-speed drives.  And  the  list  goes 
on.  Through  the  cream  of  U.S.  com- 
mercial aviation  suppliers. 

Why  would  the  A300,  a  "foreign" 
aircraft,  use  so  many  American  parts? 
Because  they  are  tried  and  true,  serv- 
ice-proven components. 

And  the  A300  uses  so  many  of  them 
that,  dollar-wise,  the  aircraft  is  actually 
more  "American,"  than  it  is  anything  else. 

The  A300.  It's  one  formidable  air- 
craft. Thanks,  in  large  measure,  to 
American  industry. 

SA300 

Airbus  Industrie  of  North  America.  Inc  . 
630  Fifth  Avenue.  New  York,  NY  10020 


Steady  At  The  Core 

The  art  of  conglomeration  is  to  wind  up  with 
balance.  Here's  a  little  company  that's 
doing  better  at  it  than  some  giants. 


mistress.  I'd 
says  Harold 


"This  company  is  like  my 
kill  anyone  who  hurt  it, 
Marko,  52,  chairman  and  chief  executive 
of  Michigan-based — and  recently  re- 
named— Core  Industries  Inc.  Actually, 
Marko  might  have  likened  the  company 
to  a  favorite  child  just  out  of  medical 
school;  he  carries  a  chart  of  the  com- 
pany's earnings  growth  in  his  wallet  and 
flashes  it  with  comparable  pride. 

When  Marko  started  to  take  the  reins 
of  a  family  company,  Soss  Manufacturing 
Co.  in  1959,  it  was  more  like  a  black 
sheep  afflicted  with  auto  suppliers  dis- 
ease: essentially  making  a  single  product 
for  half  a  century  in  the  same  old,  ineffi- 
cient way.  That  year,  Soss  sold  $5-mil- 
lion  worth  of  car  door  hinges  and  earned 
a  paltry  $24,000.  Faced  with  the  loss  of 
all  its  business  at  a  stroke,  the  desperate 
board  asked  Marko  to  do  something, 
anything  to  save  the  company.  And  he 
really  has.  For  the  year  ending  Aug.  31, 
1977,  the  company  earned  $6.8  million 
on  sales  of  $121  million.  And  for  the  first 
half  of  the  current  fiscal  year,  Marko's 
baby  is  doing  even  better  than  that  same 
period  last  year  with  a  net  of  $3. 1  million 
on  sales  of  $65  million. 

When  32-year-old  Marko  took  over, 
he  says  he  was  "terribly  unsophisticated" 
in  financial  matters.  But  it  didn't  take  a 
Harvard  M  B  A.  to  know  that  the  com- 
pany had  to  get  into  something  else  fast. 
So  he  ran  this  ad  in  the  Wall  Street 
Journal:  "Triple  A-l  company  wants  to 
acquire  metal-working  company  with 
sales  of  over  $500,000.  ''  He  later  made 
the  first  of  two  name  changes,  dropping 
an  "s"  and  creating  SOS  Consolidated 
Inc.  (After  years  of  explaining  that  the 
company  was  no  longer  sending  out  a 
distress  signal,  nor  making  those  soap 
pads,  he  finally  settled  on  Core  at  the 
beginning  of  this  year.) 

That  hopeful  Wall  Street  Journal  ad 
Drought  in  the  first  of  a  string  of  15 
cquisitions:  a  foundry  that  cast  pipe  fit- 
ings.  It  carried  the  company  for  two 
years,  while  Marko  began  moving  into 
lectronics,  fluid  control  and  construct- 
ion, farm  equipment  and  other  vehicle 
iroducts  besides  door  hinges. 
It  is  obvious  that  in  the  beginning, 
!  iMarko  had  nothing  in  the  way  of  a  mas- 


ter  plan  of  diversification;  he  simply 
needed  acquisitions.  But  the  combina- 
tion of  businesses  he  put  together 
worked  nicely  for  Core.  Over  the  past 
decade  earnings  have  grown  an  average 
of  16.5%  a  year  on  sales  gains  averaging 
16.6%,  while  return  on  equity  has  aver- 
aged a  respectable  20.1%.  The  product 
mix  has  a  kind  of  classic  conglomerate 
dynamics.  Take  last  vear,  for  instance. 


lacked,"  he  explains.  Marko  is  still  look- 
ing for  more  companies,  especially  in 
electronics.  And  he  pays  for  them  with  a 
basic  plan  he  developed  himself  in  1964. 
"It  was  one  of  my  most  inspired  mo- 
ments," he  recalls.  The  down  payment 
equals  a  figure  near  the  net  worth  of  the 
acquisition.  For  the  next  five  years,  Core 
deducts  10%  of  aftertax  earnings  as  a 
return  on  that  down  payment  and  splits 
the  rest  with  the  former  owners.  At  the 
end  of  that  time,  the  former  owners  get  a 
last  payment  equal  to  a  predetermined 
multiple  of  the  average  annual  aftertax 
profits  over  the  five  years. 

It  isn't  surprising  that  other  companies 
are  looking  to  acquire  this  little  conglom- 
erate. Marko  is  approached  once  a  week. 
"But  what  can  they  offer  us?  Money?  We 
can  borrow  money,"  he  says,  pointing  to 


Marko  On  His  Acquisition  Formula:  "It  was  one  of  my  most  inspired  moments.' 


Depressed  farm  prices  cut  deeply  into 
sales  of  Core's  farm  equipment  like 
front-end  loaders,  balers,  spreads,  wag- 
ons and  plows.  Its  mechanical  contract- 
ing sales  were  up  35%  while  earnings 
fell.  But  auto  equipment — clutches,  ac- 
celerator parts,  truck  bodies  and 
hinges — did  fine.  Vehicle  supplies  con- 
tributed 34%  of  total  sales,  and  38%  of 
Core's  pretax  profits.  And  electronics- — 
digital  readout  systems  and  manual  con- 
trols for  machine  tools  and  electrical  test- 
ing equipment — accounting  for  only  15% 
of  sales,  scored  37%  of  profits. 

Marko  knows  whom  to  buy  companies 
from  and  how  to  buy  them.  "Most  Core 
acquisitions  come  directly  from  their 
founders,  and  we've  been  able  to  put  in 
the  kind  of  sophisticated  controls  they 


the  fact  that  the  company  has  no  short- 
term  debt  and  only  $5  million  of  long- 
term.  Marko  himself  owns  4.5%  of 
Core's  2.9  million  shares,  and  friends  of 
management  control  nearly  a  third  of  the 
stock  so  he  doesn't  have  to  worry  much 
about  a  takeover. 

Core  has  been  built  slowly  with  acqui- 
sitions of  tiny  private  companies.  Now  if 
Marko  has  his  way,  he  11  merge  with  a 
company  Core's  size  or  larger — but  only 
if  Core  is  the  surviving  partner. 

Still  size  alone  is  not  what  Marko  is 
after. "We  could  have  been  a  $500-mil- 
lion  company  by  now,"  says  Harold 
Marko  with  no  regret.  "But  we  wouldn't 
have  had  the  kind  of  balance  sheet  we 
have  now.  Nor  would  we  have  had  such  a 
steady  earnings  record."  ■ 
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DELTA... 

growing  strong  in 
the  heartland  of 
Colorado  West. 

East  Delta  Industrial  Park  is  in 
Delta,  Colorado  —  in 
west-central  Colorado.  It's  an 
ideal  site  for  your  business  on  a 
36-acre  quality  development  in 
the  center  of  the  agricultural 
and  mining  belt.  And  when 
you're  not  working,  the  living  is 
easy  —  with  fishing,  hunting, 
camping,  hiking  and  skiing,  all 
within  easy  reach. 

Write  for  more  information  on 
East  Delta  Industrial  Park  —  and 
the  other  fine  Industrial  Parks. 
Find  out  how  strong  your 
business  can  grow,  in  Colorado. 

COLORADO 

the  ultimate 
fringe  benefit 


William  C  Hacker 

Director  of  Community  Development 
Dept  1515 

500  State  Centennial  Bldg 
Denver.  CO  80203 

Please  send  me  complete  information 
about  opportunities  for  my  company  in 
Delta  County  and  other  locales  of 
Colorado 


Name 
Title  . 


Company  

Type  of  Business 

Add  ress  

City  _ 

State  


-Zip 


The  Banks 


Has  Morgan 
Started  Something? 


In  finance,  as  in  skirt  length,  fashion  is 
all — or  at  least  a  great  deal.  In  finance 
fashion  as  in  skirt-length  fashion  things 
go  in  cycles.  If  you  are  old  enough  to 
remember  the  early  Sixties,  you  will  re- 
call that  there  was  a  great  fad  for  invest- 
ing in  foreign  stocks.  Growth  abroad  was 
faster  than  in  the  U.S.,  P/Es  lower  and 
undiscovered  values  abounded;  so  went 
the  argument.  Indifferent  results,  the 
Interest  Equalization  Tax  and  mounting 
political  risk  ended  that  particular  fad. 

Or,  rather,  put  it  out  of  fashion.  Now 
foreign  stocks  are  back — at  least  among 
some  banks.  The  argument  this  time  is  a 
little  more  sophisticated.  It  is  that,  since 
stock  markets  in  different  countries 
move  in  different  cycles,  you  can  diversi- 


'  While  U.S.  equities  were  declining 
in  1977,  British  stocks  were  rising,"  says 
Karl  R.  Van  Horn,  vice  president,  who 
runs  Morgan's  commingled  foreign  fund. 
"Having  British  stocks  in  a  portfolio 
helped  improve  results  substantially. 

"There  is  a  substantial  body  of  aca- 
demic work,"  Van  Horn  says,  "that  con- 
firms a  low  level  of  correlation  between 
the  movements  of  world  stock  markets." 
The  correlation  between  New  York  and 
Tokyo  from  1959  to  1973,  he  points  out, 
was  only  13%.  That  means  there  was 
only  about  one  chance  in  eight  that  the 
movement  of  one  market  could  be  ex- 
plained by  the  movement  of  the  other. 
Thus,  there  is  a  fair  chance  that  if  New 
York  is  sick,  Tokyo  will  be  healthy  ,  and 


". . .  Since  markets  in  different  countries  move  in  different 
cycles,  you  can  diversify  abroad.  Some  argue  pension  funds 
ought  to  put  5%  to  10%  of  their  money  outside  the  U.S. . . . 


fy  both  your  risks  and  opportunities  by 
owning  foreign  stocks.  Some  banks  and 
other  fiduciaries  are  beginning  to  argue 
that  pension  funds  ought  to  put  5%  to 
10%  of  their  money  outside  the  U.S. 

Until  recently  only  a  few  financial  or- 
ganizations paid  much  attention  to  for- 
eign stock  markets:  Morgan  Guaranty 
Trust  Co.,  United  States  Trust  Co.,  Fi- 
duciary Trust  Co.  and  Boston's  Fidelity 
Organization.  But  now  no  fewer  than  15 
banks  and  money  management  groups 
are  into  the  game.  It  may  be  up  to  30  bv 
the  end  of  1978. 

But  Morgan,  which  got  into  the  field 
in  1974,  is  the  clear  leader  in  pension 
fund  investing  abroad.  It  now  has  over 
$300  million  in  foreign  stocks  of  the 
$10.2  billion  of  employee  benefit  fund 
equities  it  manages,  and  is  aiming  to 
increase  the  percentage  of  participating 
equities  from  4.5%  to  5%  in  the  next  few 
months.  Probably  not  more  than  $100 
million  in  purely  American  corporate 
pension  fund  money  has  been  invested 
abroad  other  than  by  the  Morgan  bank. 

One  large  pool  of  foreign  stocks  (some 
$300  million)  is  handled  by  New  York's 
Fiduciary  Trust — in  large  part  for  the 
United  Nations  Pension  Fund.  But  it  is 
not  surprising  that  the  U.N.  should  in- 
vest internationally. 


money  placed  in  Tokyo  will  help  make 
up  for  poor  results  in  New  York.  In  the 
case  of  the  German  market,  the  chances 
against  its  moving  in  unison  with  New 
York  are  less  than  40%,  in  the  case  of 
Britain  29%  and  France  25%. 

No,  Morgan  does  not  argue  that  in- 
vesting abroad  is  a  hedge  against  a  con- 
tinued decline  in  the  dollar.  "The  work 
we  have  done,"  Van  Horn  goes  on, 
"shows  that  the  importance  attached  to 
currencies  is  often  not  warranted  by 
their  contribution  to  relative  return."  He 
points  out  that  1972-76  Tokyo  far  outper- 
formed New  York,  but  70%  of  the  supe- 
rior performance  was  from  the  stock 
market  itself,  15%  from  higher  dividends 
and  only  15%  from  currency  changes. 
But  Van  Horn  concedes  that  you  can't 
ignore  currency  changes.  From  1972  to 
1977  a  healthy  dividend  pattern  in  the 
U.K.  was  more  than  offset  by  sterling's 
currency  decline.  Later  improvement  of 
the  pound  helped  English  stocks  turn  in 
a  good  1977  performance. 

Since  1974,  when  the  Morgan  oper- 
ation commenced,  the  bank  claims  the 
value  of  its  international  securities  fund 
has  appreciated  10.7%  a  year  on  a  time- 
weighted  basis  against  a  gain  of  4.4% 
annually  in  the  Dow  Jones  industrial  av- 
erage and  4.8%  a  year  in  the  Standard  & 
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TIME  B. 

The  compleat 

business 
publication. 


It's  axiomatic  that  no  businessman  is  all 
business.  But  no  business  publication 
accommodates  the  businessman's  vari- 
ety of  interests  quite  so  well  as  TIME  B. 

TIME  B  is,  for  one  thing,  TIME  Maga- 
zine, a  thorough  cross  section  of  one 
week  in  the  world's  life.  So  it  satisfies  the 
businessman's  appetite  for  contact  with 
the  world  of  art,  humanities  and  science. 

TIME  B  also  satisfies  a  businessman's 
need  to  know  what's  worth  knowing  on 
the  overall  business  scene. 


Finally,  TIME  B  gratifies  a  business- 
man's impulse  to  put  his  advertising  dol- 
lars where  they'll  do  the  most  good. 
While  competitive  business  media  often 
include  'foreign'  and  'miscellaneous'  busi- 
ness people,  TIME  B  circulates  solely  in 
the  U.S.,  matching  the  census  breakout 
of  U.S.  business.  And  all  TIME  B  readers 
are  qualified  by  both  job  title  and  indus- 
try. So  advertising  in  TIME  B  reaches 
business  people  exclusively,  at  every 
level  of  management. 


TIME  B 

WSJ 

Business  Week 

Circulation 

1,550,000 

1,407,985 

765,000 

Black  &  White 
page  rate 

$18,725 

$32,980 

$12,940 

CPM 

$12.08 

$23.44 

$16.92 

TIME  B  is  the  most  efficient  way  to  reach  American 
management.  The  chart  proves  it.  For  complete 
details,  including  a  new  and  informative  subscriber 
study,  contact  your  TIME  representative  or  call  Bruce 
Beresford,  Corporate  Supervisor,  (212)  556-7866. 


There's  a  right  TIME  for  every  advertiser. 


How  much  change  does 
our  American  Economic 
System  need:Alot? 

A  little?  None? 


The  more  we  all  know  about 
our  system  and  how  it  works 
the  better  we  can  decide 
what  to  preserve,  what  to 
change  in  the  years 
ahead.  That's  why  this 
special  booklet  has  been 
prepared.  Every  Ameri- 
can ought  to  know  what 
it  says.  For  a  free  copy 
write:  "Booklets"  P.O.  Box 
1887,  New  York,  N.Y.  10001 

The  American 
Economic 
System. 


CD 

A  public  service  of  The  Advertising 
Councils  US  Department  of  Commerce 
presented  by  this  Magazine. 


For  a  smaller  tax  bill, 
try  the  largest  tax-free  fund. 


Fidelity  Municipal 
Bond  Fund  seeks 
tax-free*  income 
for  investors.  The 
higher  your  tax 
bracket,  the  more 
beneficial  this 
income  can  be. 

The  Fund's  port- 
folio, by  far  the  largest 
of  its  kind,  offers  both 
high  quality  and  broad 
diversification.  It  is 
comprised  of  bonds  of 
A  or  better  quality. 

Other  reasons 
more  investors 


FIDELITY 
MUNICIPAL 
BOND  FUND,  INC. 


choose  Fidelity  than 
any  other  similar  fund 
are  as  follows: 

□  No  sales  charge  or 
redemption  fee. 

□  Automatic 
compounding. 

□  Continuous  profes- 
sional management. 

□  Daily  liquidity. 

□  Telephone 
withdrawals. 

To  learn  more, 

call  free 
(800)225-6190 


L  In  Mass. Call  Collect  (617)726-0650 


*A  portion  may  be  subject 
to  Federal,  state  or  local  taxes. 


FIDELITY  MUNICIPAL  BOND  FUNDING. 

Box  832,  Dept.  FF80403 
82  Devonshire  St., 

Boston,  Mass.  02103   

For  more  complete  information, 

including  fees  and  expenses,   

please  write  or  call  for  a 

prospectus.  Read  it  carefully   

before  you  invest  or  send  money. 


Name 


Address 


City  State 

FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


Zip 


The  Banks 


Poor's  500  stock  average. 

Morgan  manages  this  international 
commingled  fund  out  of  a  fully  staffed 
investment  office  in  London,  with  re- 
search gathered  there  and  in  Tokyo.  But 
most  banks  run  their  research  and  port- 
folios out  of  home  offices. 

First  National  Bank  of  Boston's  ap- 
proach is  different.  It  acknowledges  the 
difficulty  of  keeping  up  with  foreign  mar- 
kets and,  therefore,  has  affiliated  with 
Lombard,  Odier  &  Cie  of  Geneva,  one  of 
the  leading  private  Swiss  banks.  The 
Employee  Retirement  Income  Security 
Act  requires  that  fiduciary  responsibility 
for  a  retirement  fund  be  held  by  an 


". . .  There  is  a  fair  chance 
that  if  New  York  is  sick,  mon- 
ey placed  in  Tokyo  will  help 
make  up  for  results  here  . . ." 

American  institution.  First  of  Boston  as- 
sumes responsibility  that  the  selection  of 
stocks  by  Lombard,  Odier  is  within  the 
"prudent  man"  rule. 

Chemical  Bank,  typical  of  the  major- 
ity, has  just  started  offering  participation 
in  an  international  investment  fund  to 
employee  benefit  trusts  after  a  yearlong 
program  which  invested  a  small  portion 
of  the  bank  employees'  own  retirement 
fund.  Says  Walter  M.  Noel,  vice  presi- 
dent, "Chemical  stresses  countries  and 
diversification  within  them,  rather  than 
particular  issues.  " 

You  can  be  certain  that  other  banks 
will  be  watching  closely.  If  foreign  stocks 
catch  on  here,  know-how  in  foreign  in- 
vesting can  be  a  potent  selling  tool  in  this 
highly  competitive  business. 

Meanwhile,  what  looks  good  in  foreign 
markets?  We  put  the  question  to  Van 
Horn  of  Morgan.  He  says  Morgan  is 
underweighting  Japanese  stocks  current- 
ly even  though  the  yen  probably  will 
continue  to  gain  against  the  dollar.  The 
very  strength  of  the  yen  is  a  serious  blow 
to  export-oriented  Japanese  companies. 
Morgan  would,  on  the  other  hand,  over- 
weight Germany,  Switzerland  and  the 
Netherlands.  Morgan's  stocks  include: 
Volkswagen,  Air  Liquide  and  Hoya 
Glass.  Van  Horn  stresses  caution  in 
French  stocks  in  view  of  political 
uncertainties. 

And — for  U.S.  investors — a  bit  of  good 
news:  Morgan's  investment  committee, 
meeting  in  London  early  last  month, 
concluded  that,  even  with  probable  con- 
tinued weakness  in  the  dollar,  the  U.S. 
market,  along  with  the  German,  now 
appears  to  be  the  best  place  to  invest.  ■ 
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MAY  15 

FORBES  Tenth  Annual 
Directory  to  America's 
Leading  Corporations 


The  Annual  FORBES  500s  present  the  most 
complete  record  of  the  year  on  American  Busi- 
ness. Filled  with  facts,  figures  and  editorial 
evaluations  on  the  progress  of  hundreds  of 
companies,  special  emphasis  is  focused  on  the 
top  500  companies  in  assets,  sales,  net  profits 
and  stock  market  value.  From  banks  to  utilities, 
the  Directory  ranks  all  companies  and  spotlights 
management  performances.  Useful  guidelines  for 
understanding  long-range  trends  are  included 
in  this  valuable  reference  issue. 

A  reader  service  card  will  be  available  to  all 
advertisers  In  the  issue. 

Closing  date  for  all  advertising: 
April  10 


Forbes:  capitalist  tool 


Faces  Behind  The  Figures 


One  For  Our  Side 

His  BOSS  sent  over  a  bottle  of  gift- 
wrapped  French  champagne.  "This  is  a 
victory  for  business  and  a  defeat  for 
Washington's  theoreticians,"  exalted 
Quaker  Oats  Co.'s  Senior  Vice  President 
Luther  C.  McKinney,  celebrating  his 
late-February  victory  over  the  Federal 
Trade  Commission. 

As  Quakers  top  lawyer,  McKinney 
has  just  spent  six  years  and  $1.9  million 
in  legal  fees  fighting  the  FTC's  charges 
that  Quaker — along  with  Kellogg  Co., 
General  Mills,  Inc.  and  General  Foods 
Corp — monopolizes  the  ready-to-eat  ce- 
real business.  An  administrative  law 
judge  threw  the  government's  case 
against  Quaker  right  out  of  court.  Some 
lawyers  say  the  case  is  the  most  signifi- 
cant antitrust  action  in  decades. 

"I  think  we've  found  a  chink  in  Wash- 
ington's armor,"  says  McKinney,  46, 
whose  easy  nature  masks  a  tough  court- 
room approach.  "We  now  have  at  least 
one  administrative  law  judge  who  is  pre- 
pared to  give  some  relevance  to  the  pe- 
culiarities of  individual  companies.  " 

In  dismissing  the  case  against  Quaker, 
the  judge  firmly  overruled  the  govern- 
ment lawyers  who  theorize  that  if  three 
or  four  companies  dominate  an  industry, 
there  will  always  be  price  leadership  and 
"monopoly  profits.  " 

Monopoly  profits?  For  years  Quaker 
has  averaged  less  than  9%  on  its  invest- 
ment in  ready-to-eat  cereals.  If  that  is 


Haute  Meal:  It  may  be  a  long  celebra- 
tion for  Quaker  Oats'  Luther  McKinney. 
He  just  creamed  the  powerful  FTC. 


the  result  of  monopoly,  then  who  would 
want  a  monopoly? 

"Heck,"  grins  McKinney,  "we  knew 
we  hadn't  been  enjoying  any  excess  prof- 
its because  we'd  been  doing  our  darn- 
dest  to  break  into  the  market.  In  the 
1960s  Quaker  quadrupled  its  share  of  the 
now  $2-billion  breakfast  cereal  market 
and  paid  a  heavy  price  to  do  so.  Even  so, 
it  has  only  9%  of  the  market  to  Kellogg's 
hefty  44%. 

The  sad  part  of  it  all  is  that  this  case 
against  the  cereal  industry,  which  be^an 
in  April  1972,  has  probably  already  cost 
over  $20  million  in  total  legal  fees — that 
will  be  passed  along  to  consumers  and 
taxpayers  alike — and  has  involved  three 
sets  of  FTC  trial  lawyers.  "I  think  the 
first  two  generations  quit  and  went  into 
private  practice  when  they  found  their 
theories  didn't  square  with  the  facts," 
sighs  McKinney,  who  expects  the  FTC's 
case  against  the  other  three  cereal  firms 
to  drag  into  the  1980s. 

For  McKinney  victory  means  more 
time  to  spend  on  his  100-acre  farm  in 
northern  Illinois.  For  other  companies  it 
offers  a  ray  of  hope.  "I  think  it  could  have 
broader  implications,  particularly  in  the 
FTC's  case  against  the  oil  companies," 
says  McKinney.  "But  if  we  want  to  get 
Washington  on  the  run  we've  got  to  keep 
working  at  it."  ■ 


Exxon  In  The 
Year  2000 

A  watershed  event.  Exxon's  massive 
$315-miIlion  research  effort  is  tilting  de- 
cisively from  petroleum  technology  to- 
ward new  fuel  sources.  A  key  player: 
Edward  E.  David  Jr.,  president  of  Exxon 
Research  &  Engineering  Co.  Probably 
less  than  half  of  Exxon's  research  is  now 
in  such  areas  as  drilling,  tar  sands,  refin- 
ing and  the  like,  David,  a  former  Nixon 
science  adviser,  says,  and  lists  what's 
more  than  half.  "Coal,"  he  ticks  off,  "in- 
cluding gasification,  liquefaction  and  di- 
rect burning;  oil  shale;  reactor  fuel  ele- 
ments; solar  power;  geothermal  power, 
biomass  power.  We  even  participate  in  a 
controlled-fusion  project  at  the  Universi- 
ty of  Rochester.  " 

Exxon  is  also  selling  such  nonoil  prod- 
ucts as  typewriters,  but  David  shrugs 
them  off  as  a  mere  $275-million  sideline 
for  a  $58-billion  company.  "Energy  is 
where  the  action  is,"  he  says.  Thus,  Da- 
vid is  toying  with  such  new  concepts  as 
"clean  energy  centers,"  large  complexes 
which  might  be  built  and  operated  by 
Exxon,  based  on  coal,  and  supplying  en- 
ergy and  coal-derived  chemicals  to  in- 
dustry within  a  radius  of  40  to  50  miles. 


Search  For  Tomorrow:  It's  Edward 
David  Jr.'s  job  to  plan  what  Exxon 
will  be  doing  when  the  wells  run  dry. 


"This  cuts  cleanly  across  the  way  things 
are  done  now,"  David  says.  "We  would 
do  it  locally  for  a  few  relatively  large 
customers,  industrial  or  commercial,  so 
we  wouldn't  be  a  public  utility  or  cross 
state  lines  and  run  afoul  of  too  many 
regulatory  authorities." 

Which  illustrates  the  way  Exxon's 
thinking.  After  all,  you  can't  sell  $58- 
billion  worth  of  product  if  it  doesn't  ex- 
ist. Exxon  dare  not  take  this  danger 
lightly.  David's  projected  $315-million 
budget  is  up  from  $230  million  last  year 
and  $202  million  in  1976,  and  it's  bound 
to  head  upward.  "It  will  grow,"  David 
says;  "we  have  a  charter  to  pursue  ener- 
gy research  wherever  if  takes  us."  ■ 


Dial  "C"  For 
Competition 

One  more  sign  appeared  last  month  that 
American  Telephone  &  Telegraph  is 
steadily  preparing  for  a  competitive  fu- 
ture that  Chairman  John  D.  deButts 
doesn't  like  to  admit  is  out  there 
(Forbes,  Nov.  1,  1977,  "Ma  Bell  Faces 
Life").  The  company  is  now  considering 
integrating  its  marketing,  at  present  a 
separate  operation,  more  closely  into 
other  parts  of  its  business.  Would  this 
move  be  designed  to  make  the  company 
more  competitive?  "Well,  yes,  partly," 
deButts  says  carefully  about  the  distaste- 
ful subject. 
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Wfell  let  your 
insurance  agent  or  broker  tell  you, 
in  his  own  words, 
why  we're  different. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  S  treet,  New  York,  N.Y.  10038 


o 


Faces  Behind  The  Figures 


Seltzer  Boy 


AT&T's  Fairness  Doctrine:  If  the  regula- 
tors want  him  to  fight,  says  John  deButts, 
they  should  get  out  of  his  way. 


One  problem  AT&T  faces  is  that  the 
bureaucrats  actually  want  it  to  keep 
prices  high  so  as  to  protect  AT&T  com- 
petitors. Isn't  antitrust  policy  supposed 
to  keep  prices  down,  not  up?  Not  in 
today's  topsy-turvy  world. 

"If  we're  going  to  have  fair  and  open 
competition,  deButts  says,  "we've  got 
to  be  allowed  to  price  things  correctly. 
Take,  for  example,  our  system  to  piggy- 
back data  transmission  under  voice 
transmission  in  our  existing  microwave 
circuits.  That  service  should  be  priced 
incrementally — in  other  words,  accord- 
ing to  what  it  costs  us  to  add  it.  But  the 
FCC  wants  us  to  go  back  and  add  the 
embedded  costs  of  equipment  that's 
been  out  there  for  up  to  30  years." 

DeButts  also  insists  that  AT&T  would 
have  to  change  its  time-honored  practice 
of  pricing  that  is  geographically  uniform 
if  it  were  to  go  against  local  competitors. 
"Historically,"  he  says,  "we've  priced  ac- 
cording to  the  national  average,  charging 
the  same  price  for  the  same  service  no 
matter  where  it  is.  If  we  get  into  compe- 
tition, we're  going  to  have  to  do  what  our 
competitors  do  and  charge  more  for 
high-cost  routes." 

DeButts  predicts  AT&T  will  never  be 
completely  deregulated.  "It  would  take 
an  act  of  Congress,"  he  says,  "and 
they're  not  going  to  do  it."  But  still,  he 
doesn't  see  why  his  company  should  be 
sent  into  the  ring  with  both  hands  tied 
behind  it.  ■ 


He's  a  beautiful  person,  no  question 
about  it.  He's,  squired  Margaret  Trudeau 
around  Manhattan,  has  been  the  subject 
of  articles  in  such  with-it  magazines  as 
Avenue,  Playboy  and  New  York,  and  he's 
seen  pushing  his  product  in  watering 
spots  from  Boston  to  San  Francisco.  But 
Bruce  Nevins  of  Perrier  U.S.,  a  former 
ad  man  at  Benton  &  Bowles,  is  also  an 
alert  and  aggressive  businessman,  and 
his  campaign  to  hook  Americans  on  Per- 
rier bottled  water  has  wrung  the  very 
last  penny  of  impact  from  the  company's 
$6-million  advertising  budget.  "It's  a 
natural  product  for  the  time,"  Nevins 
says,  no  pun  intended.  "Perrier  has  tre- 
mendous latent  demand  here,  given 
Americans'  concern  with  diet." 

Perrier,  which  is  simply  naturally  car- 
bonated water  scooped  from  the  springs 
of  Vergeze,  France,  had  two  huge  prob- 
lems when  Nevins  aggressively  intro- 
duced it  to  the  American  market  a  year 
and  a  half  ago:  availability  and  price. 
Nevins  increased  the  availability  by  look- 
ing at  his  product  in  a  different  way — not 
as  a  tap-water  substitute,  as  American 
bottled  water  producers  do,  but  as  a 
brand-name  beverage  with  no  alcohol 
and  no  calories  drunk  with  a  twist  of  lime 
by  such  celebrities  as  Richard  Burton  and 
George  McGovern.  As  demand  and  avail- 
ability grew,  Nevins  was  able  to  lower  the 
average  price  from  $1.09  to  69  cents  for  a 
23-ounce  bottle.  In  the  last  12  months 
some  34  million  of  the  little  green  bottles 
were  sold  in  the  U.S. — 20  million  of  them 
since  January.  Nevins,  therefore,  sees 
sales  of  48  million  bottles  of  Perrier  in 


1978  as  an  easy  goal  to  reach. 

If  you  are  worried  about  calories  and 
don't  want  to  imbibe  alcohol,  just  ask  for 
a  drink  of  water.  Ask  a  waiter  at  the  Cafe' 
Carlyle  for  a  glass  of  water?  ■ 


To  OSHA  With  Love 

Ambivalent?  Of  course,  he's  ambiva- 
lent. On  the  one  hand,  65-year-old  Eu- 
gene W.  Merry  is  something  of  an  anti- 
government  curmudgeon  who  in  1936 
followed  his  Harvard  roommate  back  to 
the  roommate's  family  business — a  coal 
and  metal  mining  equipment  firm.  Now 
president  and  CEO,  Merry  gripes  about 
OSHA — the  federal  Occupational  Safety 
&  Health  Administration.  "It's  under- 
staffed and  underfinanced  for  what  it's 
doing  and  it  is  too  theoretical  and  im- 
practical as  well."  But  Merry  also  does 
well  out  of  OSHA.  His  Mine  Safety  Ap- 
pliances Co.,  with  $206  million  in  sales, 
makes  hard  hats,  respirators,  gas  masks 
and  air-monitoring  equipment — some 
4,000  items  in  all.  Merry's  company 
hasn't  been  affected  by  the  recent  coal 
strike  simply  because  it's  no  longer  so 
concerned  about  coal  mining  equip- 
ment. "We  just  never  changed  our 
name,"  Merry  says.  "Today  coal  mining 
is  just  the  icing  on  the  cake — less  than 
15%  of  sales.  We're  heavily  involved  in 
safety  gear  for  the  petrochemical  indus- 
try, construction,  steel,  fire  departments 
and  the  military.'' 

MSA  has  also  diversified  international- 
ly, entering  Canada  in  1937,  South  Afri- 
ca in  1940  and  Europe,  South  America 
and  Asia  after  World  War  II.  "We're  in  a 


He'll  Drink  To  That:  Bruce  Nevins  believes  that  his  Perrier  water  is  the  answer 
to  the  American  waistline.  So  far,  the  sales  figures  have  been  sparkling. 
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This  end  lets  you  talk 
across  oceans  for  I'M  a  word. 


This  end  gives  you  what 
no  other  machine  can  give. 
An  immediate  answer. 

An  international  phone  call  is  a  bargain  for  your 
business  in  two  ways. 

It  gives  you-in  just  three  minutes— an  average 
of  500  words  for  only  $6.75  (plus  tax)  to  most  coun- 
tries in  Western  Europe.  And  the  same  for  only  $9  00 
or  less  to  many  Pacific  Basin  countries. 

And  only  on  the  telephone  can  you  get  an 
immediate  answer,  modify  your  proposal,  and  reach 
an  agreement  right  on  the  spot. 

If  you're  trying  to  do  a  job  across  an  ocean,  that 
second  advantage  might  mean  more  to  your  com- 
pany than  all  the  money  you  saved  with  the  first 
advantage. 

Call  overseas.  Your  voice  makes  the  difference. 


@  Bell  System 


YOU  drive  more  quietly 
thanks  to  our  Walker  auto 
exhaust  system  products. 


YOU  can't  find  tastier 
almonds  than  Sun  Giant* 
brand  from  Tenneco  West 


YOU  use  credit 
cards  made 
from  Tenneco 
Chemicals'  vinyl. 


YOU  could  be  cooking  with 
gas  delivered  by  Tenneco 
pipeline  systems. 


YOU  may  eat  food 
grown  with  the 
help  of  our  J  I  Case 
farm  tractors. 


YOU  use  goods 
that  travel  in  cor 
tainers  made  by 
our  Packaging C 
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YOU  could  have  a  more  secure 
fuel  supply  thanks  to  Tenneco 
Oil's  drilling  programs. 


YOU  may  soon  use  gas 
carried  on  LNG  tankers  built  by 
Newport  News  Shipbuilding. 


1 


You'll  be  surprised  to  learn  who 
Tenneco's  biggest  customer  is. 

You. 


You  may  not  see  the  Tenneco  name  very 
often  in  your  daily  life  but— directly  or 
indirectly— you're  almost  certainly  using 
Tenneco  products  in  your  daily  life. 

oil.  If  you  live  in  the  South  or  Southeast,  you 
may  be  going  places  on  gasoline  you  bought 
at  one  of  Tenneco  Oil's  self-service  stations.  If 
you  live  along  the  Atlantic  Seaboard,  you 
may  stay  comfortable  at  home,  warmed  by 
our  heating  oil.  We're  constantly  searching 
for  new  energy  supplies. 

packaging.  Our  packaging  carries  almost 
every  kind  of  food  and  manufactured  product 
to  market.  In  fact,  the  eggs  you  had  for 
breakfast  may  have  arrived  in  an  egg  carton 
from  our  Packaging  Corporation  of  America. 

tractors.  You  had  cereal  instead  of  eggs 
for  breakfast?  The  grain  could  have  been 
grown  with  the  help  of  a  J  I  Case  tractor. 
There's  a  Case  tractor  for  any  size  growing 
operation  from  a  gigantic  4-wheel  drive 
model  down  to  a  small  one  foryourfront  lawn. 

automotive  parts.  Tenneco  makes  life 
easierfor  people  both  inside  and  outside 
automobiles.  Our  Walker®  exhaust  systems 
and  catalytic  converters  keep  the  decibels 
down  and  the  air  clean.  Our  Monroe®  shock 


absorbers  smooth  out  rough  roads. 

NUTS,  dates  and  raisins.  If  your  children  like 
to  snack,  they  can't  do  better  than  munch  on 
the  healthful  almonds,  dates,  raisins  and 
pistachios  marketed  by  Tenneco  West. 
They're  pure  pleasure,  found  in  supermarkets 
under  the  Sun  Giant®  label. 

natural  gas.  Tennessee  Gas  Transmission 
is  actively  seeking  projects  to  bring  natural 
gas  to  the  U.  S.  This  could  mean  a  lot  of  new 
natural  gas  flowing  into  our  1 6,000  mile 
pipeline  system  which  serves  customers  like 
you  through  utilities  in  the  Northeast  and 
Middle  West. 

ships.  You  may  soon  be  served  by  Newport 
News  Shipbuilding,  where  the  huge  Liquefied 
Natural  Gas  (LNG)  carriers  are  being  built. 
These  ships  are  the  only  way  to  import 
needed  natural  gas  from  overseas. 

chemicals.  Do  you  listen  to  stereo  records? 
Do  you  have  a  credit  card?  Does  your  child 
play  with  toys?  Do  you  get  the  message? 
You're  bound  to  be  using  vinyl  plastic  from 
Tenneco  Chemicals. 

For  more  information  on  the  company  whose 
products  you  use  so  often,  write  to  Dept.  D-1 , 
Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


Faces  Behind  The  Figures 


Danger,  Profits  Ahead:  The  more  safety 
measures  mandated  by  OSHA,  the  more 
money  Eugene  Merry  stands  to  make. 


country  because  it's  highly  industrial- 
ized," Merry  explains,  "or  because  it  has 
a  large  petroleum  or  mining  industry. 
Chile,  for  example,  has  all  that  copper 
and  two  vast  coal  mines. 

Foreign  subsidiaries  contributed  40% 
of  sales  and  39%  of  earnings  last  year, 
which  were  up  a  hefty  40%,  to  $12.9 
million.  MSA's  stock  climbed  20%  in  the 
last  year,  to  44.  How  does  Merry  square 
his  seeming  ambivalence  about  OSHA? 
"Well,"  he  says,  "OSHA  requirements 
can  put  people  out  of  work  and  our  busi- 
ness, in  the  end,  is  tied  to  the  number  of 
people  employed."  ■ 


Watch  Out,  Bank  Of 
America! 

Until  recently,  the  Hibernia  Bank's 
biggest  claim  to  fame  was  getting  robbed 
by  Patty  Hearst.  The  oldest  bank  in  Cali- 
fornia, Hibernia  was  founded  in  San 
Francisco  in  1859  to  serve  Irish  immi- 
grants, and  it  is  reputedly  the  model  on 
which  the  Bank  of  Italy  was  patterned  in 
1904.  But  while  the  latter  bank  grew  into 
the  Bank  of  America  with  assets  heading 
toward  $100  billion,  Hibernia  lapsed  into 
a  contented  but  complacent  senescence, 
with  assets  reaching  only  $450  million. 

Joseph  Oliver  Tobin,  grandson  of  the 
founder,  ran  the  bank  until  he  was  90, 
retiring  in  1968  in  favor  of  a  crony.  His 
son,  Michael,  after  20  years  at  the  bank, 
w  is  still  waiting  in  the  wings.  But  the 


new  president  didn't  do  much  with  the 
bank,  and,  in  1975,  son  Michael  finally 
took  over.  "First,  I  recruited  George 
Bianchi  from'the  law  firm  Tobin  &  Tobin 
[which  no  longer  has  any  Tobins  in  it]," 
proudly  says  "Mickey  Tobin,  .54,  of  his 
key  vice  president  and  senior  adminis- 
trative officer,  "and  then  the  two  of  us 
recruited  Peter  Ram  berg,  who  runs  op- 
erations, from  United  California  Bank." 
The  three  of  them  then  really  cleaned 
house,  replacing  practically  the  banks 
entire  top  echelon,  including  some  two 
dozen  executives.  "We're  working  as  a 
triumvirate,"  Tobin  says,  "with  the  ob- 
jective of  transforming  Hibernia  into  a 
top-flight  commercial  bank." 

Tobin  s  new  marketing  strategy  has 
been  anything  but  subtle.  "We  intro- 
duced free  checking  accounts  to  build  up 
demand  deposits,"  he  says.  "We  pound- 
ed the  pavement  for  commercial  loan 
business  in  the  $25,000-to-$250,000 
range  because  we  can  play  in  that  park. 
And  when  we  decided  to  undercut  the 
other  banks  with  our  consumer  loan 
rates,  we  advertised  the  fact  extensive- 
ly. The  bank  is  planning  on  moving 
from  its  old,  Victorian  headquarters 
building  where  the  granite  is  so  thick 
new  telephone  cables  can't  be  reamed 
through,  and  which  sits  across  from  the 
bus  depot;  the  city's  financial  center  nev- 
er did  locate  in  the  area  as  the  Tobins 
originally  hoped. 

Hibernia  showed  a  50%  earnings  in- 
crease in  1976  and  a  21%  increase  in 
1977  (to  $3.4  million).  The  bank's  stock, 
which  had  been  languishing  at  the  29- 
per-share  level,  has  shot  to  around  45. 
And  more  is  on  the  way,  according  to 


Tobin:  "We  want  earnings  to  grow  15%  a 
year.  Our  return  on  average  assets  was 
0.79%  in  1977,  about  equal  to  Morgan 
Guaranty's.  We  think  a  really  gcxxl  bank 
should  get  that  up  to  1%." 

Is  the  Bank  of  America,  with  a  return 
of  0.55%,  taking  note?  ■ 


Mad  At  Mill 

Japanese  businessmen  ordinarily  don't 
like  to  criticize  their  government,  with 
which  they  have  had  a  close  relationship 
for  generations.  But  this  tradition  may 
be  fraying  under  pressure  of  a  changing 
world.  Listen  to  Norishige  Hasegawa, 
70-year-old  chairman  of  giant  Sumitomo 
Chemical  Co.  and  a  leading  light  in  the 
Japanese  business  establishment:  "The 
MITI  [Ministry  of  International  Trade  & 
Industry]  officers  are  very  stupid. 
They're  supporting  the  oil  industry  and 
making  my  industry  and  company  lose 
money." 

What's  burning  Hasegawa  is  that  since 
the  1973  oil  embargo  MITI  has  protected 
Japan  s  oil  refiners  with  strict  import 
quotas  that  put  a  floor  under  the  price  of 
such  refined  petroleum  products  as 
naphtha  which  Sumitomo  uses  as  raw 
material.  That  was  fine  as  long  as  world 
chemical  prices  stayed  high.  But  now 
that  price-cutting  is  universal,  Sumitomo 
finds  itself  in  a  jam  trying  to  compete 
with  companies  like  Dow  Chemical, 
which  makes  chemicals  out  of  cheaper 
naphtha.  MITI,  in  trying  to  help  one 
Japanese  industry,  is  hurting  another. 
Time  was  when  Japanese  business 
wouldn't  have  dared  to  criticize  a  MITI 


The  11 9- Year  Itch:  California's  oldest  bank  has  been  ac  ting  like  its  youngest, 
thanks  to  President  Michael  Tobin  and  his  new  management  team. 
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The  way  some 
insurance  claims  are  settled 
is  un-American. 

At  American  Mutual,  we  take  the  crawl  out  of  claim  settlements. 
And  you  get  protection. . .  safety  counseling. . .  fair  settlements. 
That's  the  American  way,  the  American  Mutual  way. 


J^merican 
Mutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


Reprinted  from  the  March  4  issue  of  TV  Guide  magazine. 


DOCUDRAMAS  UNMASKED 

We  may  be  paying  a  heavy  price  for  TV's  distorted 
portraits  of  Kennedy,  Chessman, Custer  and  others 


By  Mark  Harris 


Mark  Harris  is  a  professor  of  English  at  the  University 
of  Pittsburgh  and  the  author  of  such  books  as  Bang 
the  Drum  Slowly"  and  "Best  Father  Ever  Invented. " 

Lately  we  have  been  blessed  or  afflicted, 
deceived  or  enlightened,  by  a  new  category 
of  television  purporting  to  educate  us  in  the 
facts  and  events  of  history.  The  new  category 
has  also  provided  us  with  a  new  word:  "docu- 
drama." 

These  docudramas  have  been  carrying  us 
back  into  history,  recent  or  distant,  and  into 
engagements  with  the  lives  of  people  famous 
or  infamous.  We  have  flown  with  Joseph 
Kennedy  Jr.  to  heroic  death  in  World  War  II; 
we  ran  with  Wilma  Rudolph  in  the  1960  Olym- 
pics, we  die  with  Caryl  Chessman  in  the  gas 
chamber  at  San  Quentin  prison  in  the  same 
year— and  with  Mary  White,  sweet  16,  girl  on 
horseback,  in  Emporia,  Kan.,  1921. 

Why,  we  even  go  where  history  itself  has 
never  been:  into  the  trial  of  General  Custer 
who,  though  he  died  at  Little  Bighorn  in  1876, 
was  resurrected  by  docudrama  for  trial  in 
New  York  on  grounds  of  his  having  been 
careless  of  other  men's  lives;  into  the  trial  of 
Lee  Harvey  Oswald,  shot  to  death  at  Dallas  on 
November  24,  1963,  also  resurrected  by  the 
magic  of  docudrama  for  yet  another  inquiry 
into  the  assassination  of  John  F  Kennedy. 

These  docudramas,  in  their  choices  of 
subjects,  seem  often  to  be  at  the  verge  of 
raising  questions  that  ought  to  be  raised,  of 
focusing  our  attention  upon  moments  of  the 
past  that  ought  not  to  be  lost.  Cherish  the 
memory  of  spirited  Mary  White!  Cherish  the 
stamina  and  discipline  of  Wilma  Rudolph! 
Was  Custer  mad?  Was  Oswald  guilty''  Was 
Chessman  guilty?  What  might  we  learn  about 
crime  and  punishment  from  Chessman's 


L-R  Blythe  Banner  Brian  Keith  and  James  Olsen  in 
'The  Court-Martial  of  George  Armstrong  Custer ' 

long,  legal  struggle  to  save  himself? 

However,  we  seem  to  be  heading  some- 
where else  The  docudrama  neither  drama- 
tizes nor  documents  history  We  are  not 
seeing  the  world  out  there.  We  are  seeing 
ourselves,  watching  our  own  fantasies  of  life 
in  high  places.  We  are  not  being  illuminated. 
Rather,  we  are  being,  in  the  simplest  sense, 
entertained,  immersed  in  a  psychological 
bath  that  is  painless,  soothing  fun.  The  docu- 
drama is  routine  television  dressed  up  to  look 
serious— soap  opera,  situation  comedy,  cop 
shows,  Westerns  and  old-fashioned  success 
stories,  rags  to  riches  We  are  tantalized  by 
medical  crises,  suffering  and  succumbing  in  a 
pattern  made  familiar  to  us  by  docudramas 
adapted  from  the  lives  of  Babe  Didrikson,  Lou 
Gehrig,  Brian  Piccolo  and  Karen  Ann  Quinlan. 

In  one  way  or  another  we  are  always 
pleased  to  identify  with  the  central  characters 
of  these  docudramas.  We  are  General  Custer, 
perhaps  a  patriot,  perhaps  a  mad  killer,  tried  at 
law,  ambiguously  acquitted  The  pattern  of 
the  docudramas  is  to  allow  full  play  for  all  our 
ambivalences,  permitting  us  to  be  law- 
breakers, outlaws  in  our  fantasies,  but  restor- 
ing us  to  our  own  proper  self-respecting 
reality  by  the  end  of  the  television  hour. 

We  are  Lee  Harvey  Oswald,  lone  killer 
perhaps,  conspirator  perhaps,  or  perhaps  the 
portrait  of  pure  innocence.  In  ABC's  "The  Trial 
of  Lee  Harvey  Oswald,"  he  appears  to  be  an 
impish  cross  between  Mickey  Rooney  and 
Mickey  Mantle  and  we  can  hardly  help  but 
love  him.  At  one  point  in  that  docudrama  the 
prosecutor  comes  to  his  senses,  perhaps  as 
the  writers  for  a  moment  came  to  theirs 
"What  the  hell  is  happening  to  this  country?" 


the  prosecutor  cries  out  "A  little  creep  kills  tr 
President  and  a  lot  of  other  deranged  creefli 
try  making  him  a  folk  hero." 

We  are  Chessman,  outwitting  authoril 
upon  occasion  after  occasion,  adorq 
through  his  prison  bars  by  his  beautiful  attq 
ney,  Rosalie  Asher.  But  after  we  have  had  o| 
fun  he  is  punished,  according  to  all  the  ruM 
of  classical  popular  storytelling,  and  now  vj 
can  have  another  kind  of  fun:  watchiri 
Chessman  die,  writhing,  gasping,  a  morbid 
realistic  climax  toward  which  the  film 
heading  all  along,  for  it  was  the  only  scer| 
elaborately  and  painstakingly  achieved 

We  think  we  are  seeing  the  insides  of  thingsj 
Washington  behind  closed  doors.  We  ai 
taken  to  the  bosom  of  the  Kennedy  family 
"Young  Joe,  the  Forgotten  Kennedy."  Joe 
father  is  grooming  him  for  President,  but  thi 
bluntly  agree  that  one  can  hardly  be  Preside 
without  first  having  been  a  war  hero.  We  hai 
sailed  small  boats,  played  touch  football  wi| 
all  our  brothers  and  sisters  on  the  lawn 
attend  Harvard,  now  off  we  go  into  Na\< 
aviation. 

After  our  tour  of  duty  on  antisubmarirt 
patrol  we  are  eligible  to  go  home,  but 
decline,  for  we  have  yet  to  become  a  hei) 
(Brother  Jack  has  been  a  hero.  In  one  of  tl) 
most  unlikely  lines  of  dialogue  ever  writtel 
Joe  said  to  Jack  beforehand,  "PT  boats  aj 
dangerous,  Jack.")  We  volunteer  for  a  daf 
gerous  mission.  We  will  fly  a  slow  airpla. 
loaded  every  square  inch  with  one  dozen  toi 
of  Torpex— an  explosive  twice  as  powerful 
TNT  The  odds  are  against  us.  We  know  tr 
we  will  probably  die. 

At  this  point  we  cease  to  be  Joe  Kenne 
and  become  again  a  commonplace  fellow 
ourselves,  one  "Mike  Krasna,"  a  creation 
docudrama.  "I'm  glad  I'm  not  going  on  t| 
mission  with  you,  Joe,"  Mike  Krasna  says, 
charges  Joe  with  playing  "Jack  Armstror1 
the  All-American  Boy."  Like  us,  Krasna  is 
first  suspicious  of  Joe  Kennedy's  weaf 
speech  and  aristocratic  bearing,  and  I 
raises  the  sore  question  of  Ambassador  Ke 
nedy's  early  opposition  to  the  war. 

But  in  docudrama,  hard  and  troublesor 
questions  are  raised  only  to  be  dismissed:  oi 
good  fist  fight  and  Mike  and  Joe  are  frien 
forever  Another  chorus  figure  says  to  Joe  r 
iong  afterward,  "I  think.  Lieutenant,  that 
was  the  son  of  an  ambassador,  I'd  get  my  t 
out  of  here."  This  is  a  speech  laundered  in 
transit  from  Hank  Searls'  fine  book  "The  Lo 
Prince"  to  the  docudrama,  with  which  it  hi 
little  in  common.  The  Joseph  Kennedy 
Searls'  book  is  a  whole  man,  troubled  ai 
conflicted,  by  no  means  the  fun-loving  Rov 
boy  of  ABC's  film,  playing  tricks  on  brotf- 
Jack,  stealing  Jack's  girl,  plunging  mindlesi 
toward  death. 

Docudrama  also  satisfies  our  psychologic 
desire  for  chaos  and  subversion  Its  patterr 
to  implant  in  our  minds  the  idea  that  soc 
process  never  really  functions,  that  mc 
institutions  such  as  law  and  the  courts  da 
really  work,  that  democracy  doesn't  ree 
work,  that  we  are  victims  of  the  whims  of  a  f< 
powerful  persons.  After  we  have  been  bath 


More  people  buy  TV  Guide  to  read  about  television 
than  buy  any  other  magazine  to  read  about  anything  els< 

And  that's  a  fact. 


i  these  options,  we  are  carried  at  the  end  of 
nch  program  back  to  our  law-abiding  selves 
Courageous  now  with  all  the  courage  of 
ndsight  docudramas  freely  cast  suspicion 
•er  persons  and  agencies  they  formerly 
spected  obsequiously  In  "The  Trial  of  Lee 
Urvey  Oswald"  the  assassination  or  its 
■ver-up  is  variously  attributed  as  a  possibility 
the  FBI  ("I  don't  care  if  he  was  J.  Edgar 
Dover's  boy  friend,"  exclaims  our  brave 
iosecutor),  the  CIA,  "Bobby,"  President 
chnson  (who  is  not  named  but  whose 
i  cent  is  imitated),  the  Secret  Service,  the 
af ia,  Cuba  and  the  Cubans,  The  prosecutor 
ws  to  continue  "no  matter  how  many  Presi- 
i.nts  call  from  Washington  telling  me  to  stop 
Ejging.''  But  no  docudrama  feels  itself  forced 
■  the  necessity  of  substantiating  anything, 
us  where  "docu"  fails,  "drama"  may 
[come  a  most  distorted  and  dangerous 
Ltrument  of  innuendo 
The  new  word  "docudrama,"  which  has  not 
I  appeared,  as  far  as  I  know,  in  any  diction- 
i,  is  made  of  course  from  the  words  "docu- 
>;ntary"  and  "drama." 

Documentary:  "a  television  or  motion  pic- 
e  presentation  of  factual,  political,  social  or 
.torical  events  or  circumstances,  often 
nsisting  of  actual  news  films  accompanied 
narration" 

Drama:  "a  composition  in  prose  or  verse 
rtraying  life  or  characters  by  means  of 
ilogue  and  action  and  designed  for  theatri- 
performance;  a  play;  a  series  of  real  events 
Ang  dramatic  unity  and  interest." 
n  practice,  the  docudrama  is  a  synthetic 
)duct  having  neither  the  "factual  ..actual" 
lof  a  documentary  film  nor  the  "unity  and 
Brest"  of  drama.  It  usually  inflates  a  key 
ident  to  the  length  of  an  hour  or  more 
l^ary  White"  or  "Young  Joe"),  hoping  to 
jage  our  interest  because  of  the  fame  of 
'  families  involved;  or  it  is  based  upon  no 
cumentation  whatever  ("Custer"  or  "Lee 
rvey  Oswald").  At  the  end  of  "The  Court- 
rtial  of  George  Armstrong  Custer,"  NBC 
•ries  the  disclaimer,  flashing  by  with  the 
dits.  "This  has  been  a  work  of  fiction."  And 
,  how  many  people  must  now  believe  that 
{h  a  trial  actually  occurred 
n  results  approximately  as 
docudrama  describes9 
?  the  Chessman  film,  "Kill 
If  You  Can,"  NBC  prepared 
I  announcement  that 
Ihough  some  of  the  char- 
Brs  and  incidents  are  fic- 
al,  the  story  is  based  on 
8."  But  this  impression  is 
where  nearly  as  powerful  as 
I  final  vision  of  an  unat- 
ded  telephone  perhaps 
ling  in  a  new  stay  of  his 
cution.  In  fact,  no  such 
l/s  was  on  the  way. 
very  story  is  in  some  way 
jised"  on  "fact."  In  the 
:udrama  of  Chessman's 
ion  years,  certain  headline 
is  are  sufficiently  accurate, 
I  as  soon  as  gross  facts 
1de  off  into  the  minute  data 


necessary  to  furnish  drama,  the  portrait  of 
Chessman  bubbles  away  into  soap  opera 
This  is  all  the  more  regrettable  since  the 
resourcefulness  of  Chessman  made  him  a 
truly  inspiring  example  of  the  possibility  of 
rehabilitation  of  even  (if  he  was)  the  most 
wanton  thief  and  rapist  Instead,  he  comes  to 
us  as  a  fine-featured  hero;  and  the  noble 
Rosalie  Asher,  who  devoted  years  to  his 
defense,  is  reduced  to  a  pretty  face. 

Docudrama,  such  as  it  is,  may  be  most 
promising  when  it  breaks  from  its  obsession 
with  violence  and  male  heroics.  "Mary  White" 
seemed  to  begin  with  good  intentions.  Its 
basic  document  was  the  eloquent  editorial 
her  father  wrote  for  his  Emporia  Gazette  on 
the  day  after  Mary's  funeral.  But  the  docu- 
drama strayed  from  its  base  of  reality  into 
those  violations  of  data  and  spirit  that  charac- 
terize the  genre. 

"Mary  White"  implies  that  had  Mary  sur- 
vived she  would  have  been  the  Jane  Addams 
of  her  generation.  We  are  asked  to  be 
beguiled  by  her  in  the  way  we  were  asked  to 
be  beguiled  by  Joseph  Kennedy  Jr.— not  for 
what  they  were  but  for  what  they  might  have 
become.  We  are  present  at  a  supposed 
meeting  in  Emporia  between  Mary  White  and 
Jane  Addams.  It  is  unlikely  that  the  two 
women  ever  met.  When  Addams  visited  the 
Whites  in  Kansas  in  1908,  Mary  was  a  3-year- 
old  baby,  not  yet  enunciating  the  liberalism 
the  docudrama  puts  into  her  mouth.  Her 
liberalism,  moreover,  like  her  father's,  was  the 
liberalism  of  Kansas  Republicans  of  the 
1920s,  not  the  liberalism  of  Southern  Califor- 
nia in  1977.  It  is  certainly  true  that  William  Allen 
White  hated  and  fought  the  Ku  Klux  Klan,  but 
it  is  a  pipe  dream  that  he  and  Mary  laughed  it 
out  of  existence  at  a  street  rally  in  Emporia: 
according  to  White  himself,  "the  Ku  Klux  Klan 
had  captured  the  City  Building  at  the  spring 
elections"  of  1923— less  than  two  years  after 
Mary's  death. 

Scene  after  scene  of  "Mary  White"  is  gra- 
tuitous invention— her  love  affair,  her  journey 
to  New  York,  her  schoolroom  encounters  and 
her  exchanges  with  her  parents  and  her 
brother  When  I  became  curious  whether  any 
of  this  ever  happened,  I  asked  John  DeWitt 
McKee,  authority  on  William 
Allen  White,  at  the  New  Mex- 
ico Institute  of  Mining  &  Tech- 
r  nology.  Said  Prof.  McKee,  "I 

sat  there  looking  at  things  I 
never  heard  of." 

Wilma  Rudolph,  like  Mary 
White  and  Joe  Kennedy,  is 
purified  beyond  belief.  Born 
"small  and  sickly,"  she  grows 
in  an  atmosphere  of  amiability, 
suspiciously  suggesting  one 
of  the  practical  problems  of 
docudrama:  when  you  are 
dealing  with  living  people 
you'd  better  make  them  nice. 
Wilma's  tender  father,  her 
ever-loving  family,  her  all-wise 
coaches  are  all  so  appealing 
that  I  began  to  yearn  for  a  little 
natural  human  irritation. 
Why  do  the  proprietors  of 


television  make  docudramas  this  way?  Basi- 
cally, a  docudrama  is  cheaper  to  make  than  a 
reliable  documentary  report.  It  requires  only 
the  most  superficial  research,  and  often  no 
research  at  all.  Most  docudramas  are  made  in 
a  hurry,  scenes  thrown  together  like  the  script 
itself  with  little  regard  for  overall  coherence, 


Alan  Alda  as  Chessman 


Peter  Strauss  as  Joseph  Kennedy  Jr 

logic,  connection  or  integration.  The  docu- 
drama is  a  way  to  do  things  without  having  to 
do  the  work  that  ought  to  go  into  them,  and 
yet,  however  badly  done,  a  docudrama  will 
attract  an  audience  on  the  grounds  of  its 
being  "true." 

It  is  one  thing  to  be  innovative,  but  it  is  another 
for  television  to  defy  the  very  history  it  pre- 
tends to  respect.  Document  is  one  thing. 
Drama  is  another.  The  reason  these  ancient 
forms  assumed  clear  distinctions  in  the  minds 
of  mankind  is  precisely  that  we  may  all  be  as 
certain  as  possible  where  fiction  ends  and 
fact  begins.  And  vice  versa.  Without  that 
confidence  in  our  reporters,  human  affairs 
cannot  proceed.  Minglings  or  combinations 
of  these  forms  raise  the  deepest  questions  of 
motive. 

Oddly,  while  docudramas  so  often  express 
patriotic  attitudes  toward  such  subjects  as 
war  and  soldiery,  the  act  of  scrambling  history 
is  not  itself  patriotic.  The  patriotic  act  lies  in 
probing  useful  knowledge  the  hard  way,  if 
necessary,  whether  in  documentary  or 
drama,  not  in  serving  up  the  merely  market- 
able. 

The  problem  is  not  the  form  but  the  execu- 
tion. Docudrama  is  an  ancient  means  of 
imparting  history.  Shakespeare's  "Henry  V"  is 
a  docudrama,  and  so  is  "Jesus  Christ  Super- 
star." 

But  current  television  docudrama  hopes  to 
achieve  its  objective  without  having  done  the 
work.  Perhaps  all  this  is  what  we  want.  It  is 
certainly  what  we  are  getting.  But  will  we  be 
satisfied  with  history  as  it  is  seen,  interpreted, 
reduced,  and  oversimplified  and  falsified  by 
docudrama? 
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Faces  Behind  The  Figures 


Scrutable:  Norishige  Hasegawa  couldn't 
have  expressed  his  opinion  of  japan's 
trade  officials  any  more  clearly. 


edict,  but  clearly  Hasegawa  sees  no  rea- 
son-to disguise  his  disgust. 

Although  Hasegawa  is  a  Roman  Catho- 
lic known  by  his  insular  countrymen  as 
an  internationlist,  he  is  no  maverick.  He 
is  a  law  graduate  of  Tokyo  Imperial  Uni- 
versity, vice  chairman  of  Keidanren,  a 
sort  of  super  chamber  of  commerce,  a 
top  negotiator  on  trade  relations  with 
China  and  a  member  of  five  government 
committees,  including  two  of  MITI's. 
But  none  of  this  cools  his  anger  at  MITI: 
"The  MITI  claims  my  industry  is  struc- 
turally depressed.  That's  not  true.  We 
are  politically  depressed!" 

Obviously  "Japan  Inc."  doesn't  look  as 
monolithic  as  it  once  did.  ■ 


By  Any  Other 
Name... 

As  A  SOLDIER  stationed  in  German  wine 
regions,  John  H.  Wright  dreamed  of 
owning  his  own  little  winery  some  day. 
As  a  consultant  at  Arthur  D.  Little  in  San 
Francisco,  while  working  on  feasibility 
studies  for  paper  pulp  mills  in  Brazil,  he 
nurtured  the  dream,  even  though  the 
first  wine  he  made  turned  to  vinegar. 
Then  one  day  he  persuaded  ADL  to  let 
him  research  the  future  of  the  U.S.  wine 
industry,  a  study  he  completed  in  1972. 
"We  found  that  underneath  the  passing 
tad  for  Cold  Duck  was  a  solid  growth  in 
demand,"  Wright  says. 

An  ADL  client  was  Banque  Nationale 
de  Paris,  which  was  seeking  American 
investments  for  its  own  clients,  one  of 
which  was  Moet  &  Chandon,  France's 


largest  producer  of  champagne.  After  a 
thorough  search,  an  area  was  found  that 
offered  the  delicate  combination  of  good 
grapes,  proper  soil  and  appropriate  cli- 
mate that  could  yield — not  champagne, 
bien  stir — but  a  respectable  American 
cousin.  The  miracle  existed  in  Califor- 
nia's Napa  Valley,  where  Moet  &  Chan- 
don bought  some  900  acres  of  vineyards 
and  began  the  painstaking  process  of 
bringing  the  vines  to  fruition.  The  com- 
pany also  invested  $15  million  in  an 
80,000-square-foot  winery  designed  for 
quick  expansion  from  an  initial  1.2-mil- 
lion-bottle  capacity  to  3  million  bottles. 
(Only  4.8  million  bottles  of  French 
champagne  reached  the  U.S.  last  year, 
compared  with  125  million  consumed  in 
France.) 

Guess  whom  Moet  picked  to  head  its 
U.S.  operations?  "We  will  grow  at  a 
rate  of  50%  a  year  for  the  next  few 
years,"  boasts  an  ecstatic  Wright,  chair- 
man and  chief  executive  of  Domaine 
Chandon.  "Now  we're  available  only  in 
California  and  a  few  places  in  New 
York,  but  eventually  we  ll  supply  the 
entire  U.S."  But  don't  call  it  cham- 
pagne.. Although  a  number  of  California 
wineries  produce  an  excellent  cham- 
pagne, Moet  &  Chandon  refuses  to  call 
anything  champagne  that  isn't  pro- 
duced in  Champagne  (to  do  so  is  illegal 
in  France).  They  call  their  California 
bubbly  Chandon  Napa  Valley  Brut. 
(There  is  also  a  sparkling  rose,  Chan- 
don Cuve'e  de  Pinot  Noir.)  Napa  Valley 
Brut,  anyone?  ■ 


Old  Champagner:  Chandon's  )ohn 
Wright  first  became  fascinated  with  the 
bubbly  as  a  soldier  stationed  in  Europe. 


Springing  Eternal 

Walt  Whitman  RoSTOW,  once  a  key 
architect  of  President  Johnnson's  Viet- 
nam policy,  has  been  teaching  history  and 
economics  at  the  University  of  Texas 
since  1968.  He  has  just  completed  a  600- 
page  book  entitled  The  World  Economy: 
History  and  Prospect  and  a  shorter  sum- 
mation called  Getting  from  Here  to 
There,  subtitled  "America's  future  in  the 
world  economy.  According  to  Rostow, 
that  future  could  be  rosy.  He  believes  in 
the  economic  theories  of  N.D.  Kondra- 
tieff,   the  20th-century  economist  who 


Double  Entry:  Walt  Rostow  is  publishing 
two  versions  of  his  book,  a  long  one  for 
critics  and  a  short  one  for  readers. 


died  in  a  Siberian  prison  camp.  Kondra- 
rieff  found  that  all  economies  are  subject 
to  upswings  of  up  to  25  years — with  rising 
prices  for  basic  commodities  and  invest- 
ment in  new  leading  sectors — and  to 
corresponding  downswings.  In  his  book 
Rostow  examines  the  economies  of  20 
nations  from  1970  to  the  present,  point- 
ing out  that  "leading  sectors"  in  the 
U.S. — which  always  exhibits  a  counter- 
point in  agriculture — have  been  textiles, 
railroads,  steel,  consumer  goods,  educa- 
tion and  health  and,  now,  energy.  Rostow 
says  the  U.S.  is  in  its  fifth  Kondratieff 
upswing  and  believes  energy  develop- 
ment will  provide  the  same  opportunity 
for  investment  that  Western  railroads  did 
in  the  19th  century.  "Energy,  new  trans- 
port networks,  water  and  soil  conserva- 
tion, these  will  be  the  momentum  of  the 
economy,"  says  Rostow.  ■ 


128 


FORBES,  APRIL  3,  1978 


Growth  ideas  from  Textron 


Onto  the  beach  at  50  knots 


Riding  on  a  cushion  of  air,  Bell  Aerospace/Textron's  LACV-30  provides  high-speed 
transportation  from  ship  to  shore  and  to  depots  inland— a  great  way  to  develop  a 
country  without  building  harbors  first  The  U  S  Army's  testing  it. 


Neither  dust  nor  dirt,  silt  nor  sand 
nor  slime  will  stay  these  bearings 
from  their  appointed  rounds 

Very  few  machines  take  more  punishment  than 
farm  equipment.  So  Fafnir/Textron's  tri-ply  seal 
bearings,  which  stand  up  to  the  toughest 
conditions,  are  finding  a  ready  market 
with  farm  implement  manufacturers 
worldwide 


New  entry  in  a 
$780  million  market 

Selling  high-quality  watchbands  gives  you 
an  edge  when  you  introduce  high-quality 
digital  watches.  The  Time  Modulator"*  line 
from  Speidel/ Textron  is  already  marketed 
through  8,000  fine  jewelry  and  department 
stores,  and  sales  have  almost  doubled  in 
the  past  year 


With  26  Divisions,  each  a  leader  in  its  field, Textron  has 
the  resources  and  the  technology  to  take  advantage  of 
many  new  ideas  and  opportunities. 

Our  balanced  product  mix  ranges  from  consumer 
goods  to  industrial  components,  from  capital  goods  to 
aerospace  systems.  R&D  expenditures  are  at  record 
levels. 

We  develop  our  own  management,  too.  Only  3  of 
our  18  top  corporate  officers  were  recruited  from  out- 
side, and  only  4  of  our  26  divisional  presidents. 


The  value  of  Textron's  approach  is  proved  by  the 
results.  Our  ten-year  (1972-1982)  goals  are  10%  com- 
pounded annual  growth  in  net  income  and  8%  in  sales. 
To  date  we're  on  target  in  income  growth . . .  and  ahead 
of  schedule  in  sales. 

Putting  resources  to  work  where  they  will  do  the 
most  good— that's  what  private  enterprise  is  all  about. 
And  that's  what  we  do  at  every  Division  of  Textron. 

For  more  information,  write  Textron,  Providence, 
Rhode  Island  02903. 


Ideas  well  managed 


TEXTRON 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issues  •  March  13,  1978 

$200,000,000 

C.I.T.  Financial  Corporation 

$100,000,000  8%%  Debentures  due  March  15,  2008 

Price  100% 

plus  accrued  interest  from  March  IS,  1978 

$100,000,000  8.80%  Senior  Subordinated  Debentures  due  March  15,  1993 

Price  99.668% 

plus  accrued  interest  from  March  15,  1978 

Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 

Lehman  Brothers  Kuhn  Loeb                 The  First  Boston  Corporation  Lazard  Freres  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith             Salomon  Brothers  Bache  Halsey  Stuart  Shields 

Incorporated  Incorporated 

BIyth  Eastman  Dillon  &  Co.              Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Incorporated                                                                                Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc.  Loeb  Rhoades,  Hornblower  &  Co. 

Paine,  Webber,  Jackson  &  Curtis        Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated                                                                                             Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.                         White,  Weld  &  Co.  Dean  Witter  Reynolds  Inc. 

Incorporated 
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The  Economy 


Economic  Masochism 


RETAIL  SALES 
Fell  Last  Winter 


PRICES  Reacted  In  Reverse: 
Advancing  Easing 


Is  THE  economy  on  the 
brink  of  a  recession?  What 
with  the  battered  dollar,  the 
sinking  stock  market  and 
rising  prices,  some  people 
are  willing  these  days  to  be- 
lieve anything — so  long  as  it 
is  bad.  And  so  it  is  that 
much  of  the  press  and  many 
of  the  pundits  are  predicting 
a  serious  downturn  in  the 
economy. 

They  cite  the  29%  drop  in 
housing  starts  from  Decem- 
ber to  January — and  hous- 
ing starts  have  been  a  bul- 
wark of  the  economy 
recently.  They  cite  the  slip- 
page in  industrial  produc- 
tion, by  seven-tenths  of  a 
percent,  in  the  same  month. 
They  cite  the  weakness  in 
retail  sales,  especially  in 
auto  sales.  But  what  really 
turned  the  pessimists  on 
was  the  drop  in  the  index  of 
leading  indicators,  down 
1.9%  in  January  from 
December. 

The  pessimists  should 
turn  off.  They  don't  know 
what  they  are  talking  about. 
We  are  not  heading  into  any 
recession. 

Every  time  there  is  a  ma- 
jor strike  or  a  dost  of  severe 
winter  weather,  the  num- 
oers  take  it  on  the  chin — 
Temporarily.  There  is  noth- 
ng — so  far — that  indicates 
:here  is  much  wrong  with 
he  economy  that  better 
leather  and  happier  coal  miners  wouldn't  cure. 

To  be  sure,  there  is  not  going  to  be  a  bounce  back  as  sharp  as 
n  the  first  quarter  of  1977  when  real  GNP  shot  up  at  a  7.5% 
mnual  rate  despite  the  harsh  weather.  Forecasters  with  big 
pconometric  models  are  now  predicting  GNP  adjusted  for 
nflation  will  rise  no  more  than  at  a  2%  to  2'/2%  rate  this 
nuarter.  Last  year  there  was  only  bad  weather,  no  strike.  But 
I  he  odds  still  favor  that  most  of  the  loss  in  output  will  be  made 
Up  during  the  spring  and  summer  quarters. 

In  a  recent  appearance  before  the  National  Press  Club  in 
Washington,  economist  Alan  Greenspan  was  asked  whether 
[lie  winter  and  strike  were  killing  the  recovery.  He  smiled 
vryly  and  said  that  he  had  been  answering  the  same  question 
or  at  least  25  years.  "The  answer  invariably  has  been  no,"  he 


Adjusting  For 
Seasonal  Maladjustments 

Key  statistical  measures  of  economic  activity  are  "seasonally" 
adjusted  to  recognize  distorting  factors  that  have  nothing  to 
do  with  basic  business  health.  Weather  is  one  such  force. 
These  past  two  winters,  however,  have  been  far  worse  than 
usual,  and  a  casual  reading  of  the  latest  reports  can  give  the 
wrong  impression  about  the  state  of  business.  When  winter's 
cold  departed  last  year,  so  did  the  gloomy  data.  This  year 
should  be  no  exception  despite  the  long  coal  strike. 


Recovered  Sharply 


And  Dropped 
Again  In  1978 


INDUSTRIAL  PRODUCTION  And  Came  Down 

Also  Skidded  Recovered         With  A  Thud 


1976 


.  .  Special  factors  produce  wobbles  around  a 
trend,  but  they  hardly  ever  really  change  the 
trend.  The  trend  for  the  U.S.  economy  at  the 
moment  is  still  fairly  strongly  upward  . . ." 


declared.  "And  it  will  be 
this  time,  too." 

The  point  is  that  special 
factors  produce  wobbles 
around  a  trend,  but  they 
hardly  ever  really  change 
the  trend.  The  trend  for 
the  U.S.  economy  at  the 
moment  is  still  fairly 
strongly  upward.  It's  all  a 
matter  of  keeping  an  eye 
on  the  waves,  not  on  the 
wobbles. 

For  an  economy  to  slip 
into  recession  requires 
some  kind  of  major  imbal- 
ance in  some  large  sector. 
Most  usually,  it  involves 
inventories.  But  search  as 
you  may  you  will  not  find 
such  signs,  despite  all 
those  gloomy  statistics.  F. 
Gerard  Adams  of  the 
Wharton  School  says:  "The 
recovery,  under  way  since 
May  1975,  is  now  30 
months  old,  the  average 
length  of  business  cycle  re- 
coveries in  the  postwar  pe- 
riod. We  might  expect  by 
now  to  see  some  of  the  im- 
balances which  signal  a 
business  cycle  peak."  Yet 
the  imbalances  are  not 
there,  and  Adams  con- 
cludes, "The  business  cycle 
upswing  is  younger  than  its 
chronological  age." 

We  cannot  account  for 
these  spasms  of  optimism 
and  pessimism — mostly  the 
■"~"""^"™ """""  latter  lately — that  periodi- 
cally shake  our  country.  Right  now  the  overall  consensus  is 
rather  gloomy,  which  means  that  people  tend  to  ignore  good 
news  and  react  only  to  bad  news.  The  press  is  as  vulnerable 
to  this  tendency  as  is  the  least  sophisticated  businessman 
and  investor,  large  or  small.  "You  don't  write  stories  about 
the  day  they  delivered  the  mail,"  as  one  top  television 
executive  puts  it.  That  is  what  is  happening  now  in  the 
economy.  People  are  focusing  on  bad  news  to  hold  onto 
their  gloom.  We  are  in  a  masochistic  mood. 

Suppose  we  had  had  a  warm  January?  Suppose  those 
argumentative  coal  miners  stopped  being  argumenta- 
tive? The  numbers  would  certainly  have  looked  much  bet- 
ter. And  what  would  our  masochists  have  had  then  to  turn 
on  with?  ■  — John  Berry 


And  Rising 
In  The  Cold 


DEC — JAN  JUNE — JULY         DEC— JAN 


1977 


1978 
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The  Bond  &  Capital  Markets 


The  Ln-lntelligent  Investor 

By  Ben  Weberman 

"  . . .  People  buying  municipal  bonds  these 
days  make  the  most  elementary  mistakes  ..." 


I  am  constantly  amazed  at  the  pocket- 
book  pain  that  investors  inflict  on  them- 
selves or  that  they  invite  from  ignorant 
or  unscrupulous  securities  salesmen. 

With  tax-filing  time  at  hand,  many  of 
us  can  see  the  size  of  our  total  federal, 
state  and  local  tax  bill  at  one  time.  What 
passes  with  a  moan  when  each  paycheck 
is  scanned  calls  for  a  shout  of  agony  when 
the  total  package  is  put  together.  It  is  a 
middle-class  horror  story. 

But  don't  let  righteous  wrath  lure  you 
into  a  treacherous  trap.  To  cut  next 
year's  tax  bill,  you  decide  to  buy  tax- 
exempt  bonds.  Fine.  Only  look  before 
you  leap. 

Regulation  of  the  tax-exempt  bond  in- 
dustry is  still  in  its  infancy,  and  while  the 
majority  of  participants  are  scrupulously 
honest,  there  are  some  who  are  ignorant 
and  won't  admit  it — preferring  to  pro- 
vide poor  advice — and  others  who  are 
outright  swindlers. 

An  advertisement  was  placed  in  The 
New  York  Times  financial  section  on  Fri- 
day, Mar.  10  that  offered  "Tax  Free  In- 
come, Exempt  from  N.Y.  City,  N.Y. 
State  and  Fed.  Income  Taxes,  Boston 
Mass.  CO.,  6.50%  yield  to  maturity.  12 
years  to  maturity/discount  bonds."  The 
advertisement  stated  tax-free  income.  I 
certainly  wouldn't  call  this  a  swindle. 
But  it  sure  looks  like  misrepresentation. 
These  are  discount  bonds — meaning  that 
part  of  the  total  return  is  capital  gains 
and  thus  clearly  taxable.  Moreover,  the 
interest  on  these  bonds  is  subject  to  state 
and  city  income  taxes  if  the  buyer  is  a 
resident  of  New  York  or  any  state  other 
than  Massachusetts.  And  this  is  no  small 
matter:  For  people  in  brackets  high 
enough  to  make  tax-exempts  worth- 
while, combined  New  York  State  and 
New  York  City  income  taxes  run  to 
17% — enough  to  bring,  say,  a  5%  yield 
down  to  4.15%.  The  rule  to  remember 


Ben  Weberman  is  economics  editor  of  Forbes 
Magazine- 


is:  A  municipal  bond  is  subject  to  state 
taxes  in  any  state  except  the  one  where  it 
is  issued.  The  guilty  advertisement  men- 
tioned none  of  this. 

As  of  now,  there  is  little  that  can  be 
done  to  the  firm  that  places  such  an 
advertisement.  But  the  firm  is  a  member 
of  the  National  Association  of  Securities 
Dealers,  and  within  a  month  or  two,  it 
will  be  subject — I  hope — to  some  form  of 
punishment,  because  the  Municipal  Se- 
curities Rulemaking  Board  is  in  process 
of  clamping  down  on  such  behavior.  On 
Feb.  17  the  semiofficial  agency,  which  is 
charged  with  self-regulation  of  the  mu- 
nicipal bond  business,  proposed  a  rule 
providing  that  "no  municipal  securities 
professional  may  publish  an  advertise- 
ment or  cause  an  advertisement  to  be 
published  concerning  municipal  securi- 
ties that  is,  to  the  knowledge  of  the 
municipal  securities  profession,  materi- 
ally false  or  misleading."  After  60  days 
this  goes  into  effect  and  the  NASD  will 
have  authority  to  punish.  Enough  said. 

Some  bad  advice,  however,  is  unin- 
tentional. This  is  a  true  story:  A  widow 
who  still  has  a  few  years  to  go  to  retire- 
ment asked  her  accountant  for  advice 
about  reducing  taxes.  His  recommenda- 
tion: Take  some  of  your  savings  out  of  the 
savings  account  and  buy  tax-exempts, 
perhaps  hospital  bonds  yielding  6.5%, 
which  will  enhance  your  return. 

That  CPA  should  stick  to  his  trade.  He 
should  know  better.  This  woman  earns 
enough  to  put  the  top  of  her  wages  in  the 
30%-to-35%  tax  bracket.  Her  money  has 
been  in  a  savings  bank  certificate  of  de- 
posit that  yields  8%;  in  her  tax  bracket, 
that  means  about  5.4%  after  taxes.  And 
what  would  she  buy?  Hospital  bonds  that 
yield  6.5%  tax  free. 

What  horrifies  me  is  that  she  would 
have  greatly  increased  her  risk  in  ex- 
change for  an  aftertax  advantage  of  about 
1.1  percentage  points — a  poor  tradeoff. 
Some  hospital  bonds  are  high  risk;  some 
of  them  have  already  defaulted.  Her  sav- 
ings bank  certificate,  by  contrast,  is  fed- 
erally guaranteed.  It  would  be  sheer  stu- 
pidity for  this  woman  to  make  this 
switch.  It  was  worse  than  that  for  her 


CPA  to  volunteer  advice  on  a  subject 
where  he  had  inadequate  knowledge. 

People  buying  municipal  bonds  these 
days  make  the  most  elementary  mis- 
takes. They  forget  that  a  20-year  munici- 
pal bond  is  not  the  same  thing  as  a 
savings  account  where  interest  is  added 
daily  and  where  the  money  can  be  taken 
out  without  notice.  (Try  selling  $10,000 
of  a  20-year  municipal  quickly  and  you: 
will  find  out  how  liquid  it  really  is!) 

People  forget,  too,  that  all  municipal! 
bonds  are  not  of  equal  quality.  A  really 
high-quality  tax-exempt — like  Housing 
Administration  Assistance  bonds  that 
carry  the  full  faith  and  credit  of  the 
U.S. — yields  less  than  4.5%  on  a  seven- 
year  bond  and  only  4.9%  on  a  bond 
coming  due  in  2006.  Unless  you  are  in  at 
least  the  50%  bracket  you  are  probably 
better  off  in  taxable  Treasuries. 

Once  the  decision  is  made  to  go  thei 
tax-free  route,  the  next  hurdle  is  to  find  a 
salesperson  familiar  with  the  subject 
There  is  no  easy  way  to  do  this. 

One  Forbes  subscriber  recounted 
how  a  securities  representative  said, 
"We  don't  handle  that.  Too  many  coun- 
terfeit certificates."  The  real  problem  is 
not  counterfeits.  The  real  problem  is  that 
the  firm,  a  discount  stockbroker,  does 
not  handle  bonds  of  any  type,  and  the 
employee  is  trying  to  switch  the  investor 
into  stocks. 

A  partner  at  a  large  investment  bank- 
ing firm  who  is  in  charge  of  municipal 
bonds  recently  remarked:  "The  individ- 
ual loves  the  municipal  bond  market  and 
has  done  well.  This  market  has  risen 
consistently  in  price  since  1975,  and  any- 
one who  has  been  a  buyer  since  then  is 
probably  happy  with  his  purchases.  " 
True,  but,  by  now,  the  influx  of  public 
money  has  lowered  municipal  yields  to 
the  point  where  the  tax-exempt  bond 
return  has  minimal  advantage  over  tax- 
ables:  nearly  8%  for  medium-term  Trea- 
suries, vs.  4.5%  for  federally  guaranteed 
housing  bonds.  What  this  means  is  thai 
the  advantage  of  switching  to  tax- 
exempts  has  dwindled,  except  for  those 
in  the  very  highest  brackets.  One  more 
reason  for  the  public  to  be  cautious.  ■ 
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If  you've  got  $10,000 
or  more  in  a  money  market  fund, 
this  frog  might  save  you  money. 


There  are 
several  money 
market  funds  on 
the  market,  offer- 
ing useful  employ- 
ment for  otherwise 
idle  cash  reserves. 

Each  seeks 
maximum  yield  con 
sistent  with  preservation 
of  capital.  Some  do  better 
than  others.  But  if  your  invest- 
ment exceeds  $10,000,  you'd 
be  wise  to  look  just  as  closely 
at  the  cost  structure  of  the 
fund  you've  selected. 

Fee  favors  large  investor. 

By  design,  Fidelity  Daily 
Income  Trust  favors  the  large 
investor.  Here's  why: 

Our  management  fee 
(3/1 0  of  1  %  of  The  Trust's  net 
assets)  is  notably  lower  — 
as  much  as  40%  lower  than 
some  of  our  leading  competi- 
tors. And  when  you're  dealing 
with  large  cash  investments, 
even  a  tenth  of  a  percent  is 
large  indeed.  We  invite  you  to 
compare  our  management  fee 
to  the  one  you're  paying  now. 


Compare, 
too,  your  fund's 
method  of  as- 
sessing share- 
holder service 
expenses. 

Many 
funds  charge 
these  expenses 
directly  to  the 
f  fund.  That  means 
shareholders  must 
bear  the  costs  proportionally 
to  the  size  of  their  investment. 
The  larger  their  account,  the 
more  they  pay. 

Charges  flattened. 

FDIT,  on  the  ==— 
other  hand,  charges  fcgl 
each  account  a  flat      S  BP 
$2.50  per  month, 
regardless  of  size.  The 
chart  graphically  (and 
dramatically)  illustrates 
the  resulting  economies 
of  scale. 


The  larger  your  FDIT 
account,  the  more  you  save. 


Large  investor  saves  more. 

Expenses  As  A  Percentage  Of  Your  Investment 


FDIT 


$5 
size 


$10  $20  $50  $100 

of  account  in  thousands  of  dollars 


Now  consider  this. 
In  addition  to  its  unique  cost 
structure,  FDIT  offers  free 
check  writing  as  well  as  ex- 
change privileges  with  other 
Fidelity  no-load  funds.  Com- 
pare these  benefits,  in- 
jjp  eluding  yield  and 
1    portfolio,  with  similar 
=    investments.Write  or  call 
today  for  our  free  literature. 

Call  Free 
(800)225-6190 

In  Mass. 
Call  Collect 
(617)726-0650 


BraT  Fidelity  Daily 
ITiyra  ■  Income  Trust 

P.O.  Box  832,  Dept.  FF80403 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees,  other  charges  and 
expenses,  please  write  or  call  for  a  pros- 
pectus. Read  it  carefully  before  you  invest 
or  send  money. 


Cily  Slate 

Retirement  Plan  Information: Keogh  □  403B  □ 


Fidelity  Group  Over  $3  billion  of  assets  under  management 
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The  Funds 


The  Mone\  Market  Funds  Are  Back 


\A  k  in  ft  st  s>  has  had  .1  \  ei  v  tvugh  tune  its  competitors,  conducts  a  >*rne  >  of  cash 
the  last  seven  eight  veai^  and  onv  management  semttiojs  fix  bank  trust  ^tfi- 
tnne  monev  o-'ines  in  the  door  vou  will  i»vrv  lV>revrus  ln;uic  \ssets.  largest  of 
Jwavs  see  j  lot  ..'i  smiles.  \ou  jut-  lis-  the  motto  market  huids  wtth  5tCL  mil- 
teuurg  to  b'dwatd  C  Johnson  3d.  chair-  lion  in  assets.  has  munched  a  new  blitc  ot 
man  oi  KMK  Corp. »  parent  to  the  Bos-    print  ads. 

ton-^ased  Fuiehhi  Management  vJt  Is  whats  ^ovd  tor  the  mutual  turn! 
Reseatvh  Co.  which  manages  54  $  billion     managers  <<.vc  tor  their  investors?  Cer- 

tainK  the  monev  market  hinds  have  on 
attraction  tx>i  the  tttedium-Mzed  investor 
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We're  Committed  to 
Containing  Health  Care  Costs. 


In  100  hospitals  across  America,  Hospital  Cor- 
poration of  America  is  proving  health  care  costs 
can  be  contained  .  .  .  successfully.  Modern 
management  methods,  large  scale  purchasing, 
prototype  construction  and  the  fundamental 
American  profit  system  can  make  hospitals 
more  efficient  without  sacrificing  quality  care. 
Hospital  Corporation  of  America,  with  over  a 
decade  of  experience  in  hospital  management, 


Health  care  is  a  business  with  a  healthy  future. 


proves  it  can  be  done  and  does  it. 

HCA  has  set  an  example  for  the  health  indus- 
try throughout  its  10-year  history.  It  continues  to 
do  so  by  delivering  high  quality  hospital  care  at 
competitive  rates  while  achieving  an  annual 
growth  rate  of  more  than  20%.  In  1977  HCA's 
revenues  exceeded  600  million  dollars  and 
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The  Great  Spring  Thaw 

By  Lucien  O.  Hooper 

".  .  .  The  economy  heals  the  hurts  of  natural  disasters  .  .  ." 


t  was  a  tough  winter.  Too  much  snow 
in  the  East,  too  much  rain  on  the  Pacific 
Coast,  too  much  cold  in  Florida,  too 
little  coal  mined,  too  many  dollars  spent 
for  oil,  too-high  interest  rates,  an  over- 
frozen  stock  market.  And  now  we  have  a 
Great  Spring  Thaw. 

Winter  weather,  plus  the  coal  strike, 
hurt  business  (and  earnings)  during  the 
first  quarter.  The  second  quarter's  recov- 
ery will  be  impressive.  The  economy 
always  heals  all  the  hurts  of  natural  disas- 
ters, and  most  of  the  penalties  of  man's 
foolishness.  There  may  be  nothing  es- 
sentially new  in  the  social  environment, 
but  we  certainly  feel  better — and  that's 
important. 

The  winter's  railroad  disasters,  includ- 
ing chemical  spills,  emphasize  the  fact 
that  millions  must  be  spent  to  put  track 
and  equipment  back  in  shape.  The  pub- 
lic will  demand  it.  It  has  been  assumed,  I 
think,  that  all  the  deferred  maintenance 
and  bad  track  is  on  Conrad's  properties. 
The  winter's  worst  derailments  were  on 
railroads  other  than  Conrail.  All  the  oth- 
er rails  need  much  track  work  and  much 
new  equipment.  This  stresses  once  more 
the  thesis  for  owning  stocks  like  Portec 
(17),  ACF  Industries  (29),  Pullman  (24) 
and  Amsted  (52). 

Portec  had  a  poor  December  quarter 
but  it  has  the  largest  backlog  in  history, 
one  more  related  to  track  maintenance 
than  even  a  year  ago.  Last  year  Amsted 
derived  almost  half  its  sales  from  the 
high  demand  for  components  for  the  re- 
pair and  maintenance  of  freight  cars. 
Pullman  and  ACF  Industries  are  among 
the  larger  makers  of  new  freight  cars. 

It  is  ever  more  certain  that  the  busi- 
ness of  producing  and  selling  natural  gas 
will  be  increasingly  profitable.  Two  of 
the  most  important  companies  in  this 
field  are  Superior  Oil  (254)  and  Getty  Oil 
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(158).  A  development  company  pre- 
viously mentioned  is  Mitchell  Energy  6- 
Development  (30),  which  has  a  big  explo- 
ration and  development  program  set  up 
for  1978.  Don't  overlook  Kerr-McGee 
(44),  as  important  in  natural  gas  as  in 
drilling  for  others,  fertilizer,  oil,  urani- 
um and  coal.  That  stock  is  way  down  in 
price.  In  my  opinion  it  can  be  accumulat- 
ed with  confidence.  Getty's  earnings 
have  not  improved  much  in  the  past  two 
years,  but  from  now  on  the  trend  in 
profits  should  be  a  different  story. 

There  is  also  an  outstanding  reason  to 
invest  in  oil  and  gas  drilling.  Onshore, 
1978  will  be  a  big  drilling  year  and  1979 
will  be  bigger  than  ever  offshore,  espe- 
cially if  this  summer  s  exploration  in  the 
Atlantic  is  as  encouraging  as  expected. 
There  are  numerous  stocks  to  exploit 
that  area.  Two  I  like  are  Parker  Drilling 
(46),  which  I  would  prefer,  and  Reading 
6  Bates  (23).  Halliburton  (56),  the  giant 
of  the  oil-  and  gas-development  business 
now  is  selling  at  about  as  favorable  a 
price/earnings  ratio  and  dividend  yield 
basis  as  at  any  time  in  the  past  15  or 
more  years. 

There's  still  considerable  prejudice 
against  the  coals  in  spite  of  their  recent 
better  behavior.  The  long  strike  and  the 
higher  production  costs  involved  in  its 
settlement,  as  well  as  fear  among  coal 
users  that  labor  has  made  dependable 
supplies  of  coal  doubtful,  have  caused 
some  companies  to  postpone  or  abandon 
plans  to  switch  from  oil  to  coal.  Like- 
wise, the  demand  for  metallurgical  coal, 
both  from  Japan  and  for  domestic  use,  is 
not  very  strong.  On  the  other  hand,  the 
coal-related  investments  look  attractive. 
Among  them  I  would  mention  again  both 
Continental  Conveyor  <b  Equipment  (28) 
and  Joy  Manufacturing  (31). 

The  price  behavior  of  North  American 
Philips  (25)  has  been  disappointing  to  me 
as  well  as  to  the  many  who  bought  it  at 
my  suggestion.  Results  last  year  were 
just  a  little  short  of  my  early  estimate  of 
$2-billion  sales  and  $5-a-share  earnings, 
but  still  profits  were  up  6.7%  on  a  sales 
gain  of  11.2%  and  the  company  realized 
both  record  sales  and  record  earnings  for 
the  fourth  quarter.  Something  to  be  add- 


ed to  the  much-diversified  business  of 
this  Philips  Lamp  of  Holland  affiliate  is 
the  two-hour,  double-sided  optical  video 
discs  about  to  be  introduced  for  sale  as 
developed  jointly  by  MCA  and  North 
American  Philips.  The  players  will  be 
marketed  by  Magnavox  (100%  owned  by 
NPH)  and  the  discs  will  be  marketed  by 
MCA  DISCO-Vision.  This  is  a  new  thing 
in  home  entertainment.  It  should  give 
NPH  stock  added  appeal. 

Kansas  City  Life  Insurance  (41)  was 
suggested  for  long-term  investment 
some  time  back  at  lower  prices.  The 
company's  annual  report  for  1977  shows 
profits  at  $6.06  a  share  against  $5.27  in 
1976.  This  conservatively  managed  com- 
pany now  has  over  $4.7  billion  of  insur- 
ance in  force. 

Because  Robert  K.  Heimann  was  edi- 
tor of  Forbes  Magazine  during  the  first 
ten  years  I  wrote  this  column,  before  he 
became  chairman  and  chief  executive  of- 
ficer of  American  Brands,  I  always  like  to 
follow  that  company's  shares.  Recently 
the  annual  dividend  rate  on  American 
Brands  (45)  shares  was  increased  from 
$3.04  to  $3.50  a  share,  and  last  year 
American  Brands  earned  $5.87  a  share, 
up  from  $4.54  in  1976.  Sales  last  year 
were  $4.5  billion,  up  12%.  In  addition  to 
the  American  Tobacco  items,  most  of 
which  are  still  doing  well  in  spite  of  the 
anticigarette  propaganda,  Mr.  Hei- 
mann's  company  now  controls  such 
names  as  Gallaher  Ltd.,  Master  Lock, 
James  B.  Beam,  Swingline,  Wilson- 
Jones.  Sunshine  Biscuits,  Acushnet, 
American  Cigar,  Andrew  Jergens,  Acme 
Visible  Records  and  Duffy-Mott.  More 
recently  American  Brands  has  acquired  a 
large  stake  in  Franklin  Life.  Without  his 
experience  at  Forbes,  Bob  probably 
would  have  been  unable  to  do  such  a 
good  job  in  the  diversification  of  Ameri- 
can Tobacco. 

Arvin  Industries  (18)  probably  can 
earn  close  to  $4  a  share  fully  diluted  thi 
year  if  automobile  production  is  off  6%  to 
7%,  which  appears  to  be  the  well-in- 
formed projection.  There  seems  to  have 
been  some  special  buying  in  the  stock 
recently.  This  is  a  thoroughly  good  com- 
pany, and  the  stock  looks  cheap.  ■ 


136 


FORBES,  APRIL  3,  1978 


\  Special  Invitation  from  VALUE  LINE 


To  Investors  Who  Use 
Discount  Brokers 

. .  and  make  their  own  investment  decisions 


growing  minority  of  investors 
'e  turning  to  discount  brokers  to 
jt  commission  costs.  Generally, 
lis  is  appropriate  only  for  those 
ho  make  their  own  decisions, 
nee  most  discount  brokers  do 
3t  provide  investment  research, 
o,  if  you're  doing  business  with 

discount  broker,  you  need  the 
est  independent  research  you 
an  get.  (Your  commission  sav- 
gs  on  just  a  few  trades  may  pay 
ir  a  full  year  of  such  assistance.) 
ere's  how  Value  Line  can  help: 


1 


'e'd  like  to  send  you  Value  Line's 
test  full-page  Reports  on  each  of 
700  stocks  under  continual  re- 
lew.  These  come  to  you  ready  for 
istant  use,  fully  indexed  and 
ose-leaf  bound  in  the  Investors 
inference  Service  (available  sep- 
{ ately  for  $45)  .  .  .  and  will  be 
ij'Stematically  updated  by  new 
Ijsports  in  the  weeks  ahead.  Filing 
Ikes  less  than  a  minute  a  week, 
il  this  material  is  so  organized  in 
|»ur  binder  that  you  can  quickly 
frn  to  a  continually  updated  re- 
;>>rt  on  almost  any  leading  stock. 

'!iiese  comprehensive  Reports  cov- 
in almost  every  stock  that's  likely 
!  be  of  interest  to  you.  The  1700 
•iDcks  covered  by  Value  Line  ac- 
:iunt  for  approximately  96%  of  all 
•)llar  trading  volume  in  the  U.S. 
1  luity  markets.  With  Value  Line, 
u're  really  "well  armed." 
itypical  Value  Line  full-page  Re- 
urt  on  a  stock  includes  22  series 
I  vital  financial  and  operating  sta- 
itics— going  back  15  years  and 
itimated  3  to  5  years  into  the 
ure — plus  ratings  and  estimates 
relative  Price  Performance  in 
j  next  12  months,  iong-term  per- 
ntage  Appreciation  Potential, 

1 


Quality  (Safety),  current  Yield  and 
P/E  compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
1 30  Reports  are  issued  every  week 
— 1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 
Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700  stocks  are  updated  EVERY 
WEEK  in  our  32-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 
Double  Bonus  Offer,  if  you're 
an  independent  investor — if  you 
call  your  own  shots— you  should 
settle  for  nothing  less  than  the 
best.  So  we  invite  you  to  let  us 


send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  12  months.  Plus  two  immedi- 
ate bonuses— the  two-volume  In- 
vestors Reference  Service  (de- 
scribed above)  and  our  penetrat- 
ing new  64-page  guide  book,  "In- 
vesting in  Common  Stocks,"  which 
explains  how  even  inexperienced 
investors  can  apply  thousands  of 
hours  of  professional  research  to 
their  own  portfolios  by  focusing  on 
only  two  unequivocal  ratings,  one 
for  Timeliness  (Performance  in  next 
12  months),  the  other  for  Quality 
(Safety). 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 
Offer.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10-week  trial  for  only 
$29.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

This  subscription  is  tax-deduct- 
ible if  utilized  to  aid  in  the  man- 
agement of  your  investments. 

Please  give  us  your  instructions 
on  the  coupon  below  and  mail  it 
today. 


I  The  Value  Line  Investment  Survey  ^ 

Arnold  Bernhard  A  Co.,  Inc.  •  5  E.  44th  St.  •  Now  York,  N.Y.  10017 


□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 
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NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 
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Outlook: 

Clearer  But  Not  Brighter 


By  Heinz  H.  Biel 


I—  ver  since  the  stock  market  began  its 
downward  slide  some  15  months  ago, 
people  have  been  wondering  what  miglit 
be  wrong.  Business  was  good  and 
seemed  to  be  getting  better;  hundreds  of 
companies  predicted  and  then  reported 
record  profits;  there  were  more  dividend 
increases  in  1977  than  in  any  other  year 
since  such  statistics  have  been  kept;  fur- 
thermore, this  was  the  first  year  in  office 
of  a  new  President,  a  Democrat.  Tradi- 
tionally it  should  have  been  an  up  year 
for  stocks. 

But  it  wasn't.  The  Dow  Jones  industri- 
al average  lost  about  173  points  last  year. 
The  pace  of  the  loss  has  speeded  up  in 
1978  with  an  89-point  decline  in  just  the 
first  two  months.  However,  there  is  a 
difference  this  year.  While  the  why  for 
the  market's  miserable  behavior  was  ob- 
scure last  year,  this  is  no  longer  the  case 
at  the  present  time.  The  stock  market, 
reflecting  the  collective  wisdom  and  the 
instinct  of  all  concerned,  proved  once 
again  its  exceptional  clairvoyance,  which 
is  the  best  reason  for  paying  attention  to 
the  old  Wall  Street  adage:  Don't  argue 
with  the  tape.  The  recent  past  has  much 
similarity  with  the  1973-74  bear  market 
whose  underlying  reasons  also  were  not 
apparent  until  after  most  of  the  damage 
had  been  done. 

Current  business  statistics  begin  to 
bear  out  the  suspicion  that  we  are  head- 
ed into  a  recession.  It  is  not  imminent. 
Depending  on  various  imponderable  fac- 
tors, it  may  set  in  late  this  year  or  early 
1975.  The  stock  market  never  did  put 
much  faith  in  the  kind  of  prosperity  of 
which  the  Carter  Administration,  and 
especially  Treasury  Secretary  Blu- 
menthal,  are  boasting.  The  normal  re- 
covery, which  had  begun  three  years 
ago,  was  "needled"  into  forced  growth. 
Although  some  of  the  worst  stimulants, 
like  a  new  full-employment  bill  and  the 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott  Inc. 


". . .  While  the  why  for  the  market's  miserable 
behavior  was  obscure  last  year,  this  is  no 
longer  the  case  at  the  present  time  . . ." 


$50-a-person  cash  handouts,  did  not  ma- 
terialize, our  fiscal  and  monetary  policies 
went  well  beyond  economic  prudence, 
particularly  in  view  of  the  unresolved 
energy  problem. 

The  Germans  and  the  Japanese  are  not 
inclined  to  emulate  our  example  because 
they  conceive,  correctly  in  my  opinion, 
that  our  economic  stimulants  are  basical- 
ly nothing  but  the  creation  of  fresh 
buying  power  via  the  credit  route,  the 
effect  of  which  will  be,  inevitably,  a  ris- 
ing inflation  rate. 

When  not  so  long  ago  England  was  in 
the  throes  of  a  high  two-digit  inflation 
rate,  the  superficial  impression  was  that 
of  a  country  enjoying  great  prosperity. 
The  stores  were  jammed  and  you 
couldn't  get  a  reservation  in  the  best 
hotels,  restaurants  or  nightclubs.  When 
money  loses  its  value  so  rapidly,  there  is 
no  point  in  saving  it.  You  spend  it. 

It  is  not  as  bad  as  that  over  here — yet, 
but  we  are  getting  close.  In  order  to  get 
the  needed  buying  power,  people  bor- 
row by  increasing  the  mortgage  on  the 
inflating  value  of  their  homes,  by  extend- 
ing installments  on  new  cars  to  48 
months,  and  also  by  moonlighting  in  a 
second  job  or  having  the  wife  go  to  work. 
All  this  creates  the  appearance  of  eco- 
nomic health,  but  this  growing  tendency 
to  subordinate  the  formation  of  produc- 
tive capital  to  the  joy  of  spending  does 
not  bode  well  for  the  future.  It  is  already 
evident  that  our  international  competi- 
tiveness is  weakening.  Until  our  politi- 
cians realize  that  full  employment  is 
something  that  cannot  be  legislated  but 
requires  an  adequate  flow  of  investment 
capital,  it  is  difficult  to  take  an  optimistic 
view  of  the  future. 

This,  in  essence,  is  the  story  the  stock 
market  has  been  telling  us — or  at  least 
been  trying  to  tell  us — for  the  past  year 
or  so.  Some  stocks,  especially  those  with 
rather  strong  cyclical  characteristics, 
have  been  beaten  down  as  if  they  were 
going  to  hell  in  a  handbasket.  Inco  Ltd., 
formerly  International  Nickel  and  not  so 


long  ago  one  of  the  most  highly  regarded 
blue  chips,  is  now  selling  at  the  lowest 
price  in  over  20  years.  Other  companies 
of  great  prominence  have  suffered  de- 
clines that  already  go  well  beyond  the 
scope  of  a  "normal"  bear  market.  For 
instance:  Kodak  (-66%),  Bethlehem 
Steel  (-62%),  Dow  Chemical  (-61%)  od 
Weyerhaeuser  (-.58%).  I  do  not  recom- 
mend the  purchase  of  these  stocks,  part- 
ly because  I  can  t  enthuse  over  them 
even  at  present  prices  and  partly  be- 
cause I  believe  it  is  premature  to  start 
spending  one's  buying-power  reserve. 
However,  if  you  want  to  hedge  your 
bearishness,  there  are  call  options  avail-J 
able  on  all  these  stocks,  except  Inco,  at 
virtually  nominal  cost. 

Less  cyclical  stocks  have  held  up  much 
better,  to  be  sure,  but  their  lower  vola- 
tility should  not  be  taken  for  immunity 
Investors  must  keep  in  mind  that  in  a 
bear  market  there  is  no  easy  escape.  The 
protection  given  by  "defensive  stocks 
usually  means  only  that  you  are  losing 
less.  In  a  way,  that  is  an  accomplish- 
ment, too. 

There  are  always  exceptions,  of 
course.  Maverick  stocks  like  Teledyne 
which  are  cut  from  a  different  mold,  mav 
well  go  their  own  way.  The  same  goes  fo< 
stoc  ks  of  possible  takeover  candidates 
but  that  is  a  game  that  should  not  b« 
played  by  investors  with  limited  re 
sources  or  weak  nerves. 

It  is  more  than  just  a  little  frustrating 
always  to  have  to  say:  Keep  out  and  sta; 
out  of  the  market  for  a  while  longer 
There  may  be  clouds  on  the  horizon,  bui 
they  are  not  here  yet.  Business  seems  tt 
be  rolling  along  quite  nicely  and  onc< 
this  harsh  winter  has  ended,  things  ma; 
perk  up  a  bit.  Now,  if  the  Swiss  and  th< 
Germans  and  the  Japanese  (don't  coun 
on  our  help)  manage  to  stabilize  the  dol 
lar  for  a  while,  we  may  even  get  a  worth 
while  stock  market  rally.  If  this  shoul* 
happen,  view  it  with  suspicion  and  resi 
the  temptation  to  go  bargain-shoppir 
too  soon.  ■ 
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1977 WAS  ALL  UPHILL. 

cm  aic\  ™  ™led  up  a  42  Percent  increase  in  sales  last  year.  All  in  all,  we  sold 
H419,570,000  worth  of  Kenworth  and  Peterbilt  trucks;  PCF  railroad  cars;  Carco 
Gearmatic  and  Braden  Winches,  surface  and  underground  mining  vehicles  from' 
Dart  and  Wagner  Mining  Equipment. 

Which  simply  proves  that  climbing  can  be  rewarding,  provided  you've  got 
the  nght  equipment. 


RAGG4R, 

For  a  copy  of  our  annual  report,  write  PACCAR  Inc,  Box  1518,  Bellevue,  Washington  98009 


Money  And  Investments 


Managing  Your  Money 


I 


The  Yield  Trap 


By  John  Train 

". .  .  Investors  always  wake  up  to  the  yield  fallacy  . . .' 


t  should  soon  be  time  to  put  an  end  to 
this  reeiurenee  of  the  yield  trap,  one  of 
the  major  delusions  in  the  current  stock 
market. 

The  historical  experience  on  this  sub- 
ject is  well  established  and  consistent. 

When  investors  are  timorous — that  is, 
when  stocks  are  low — the  less  informed 
ones  switch  out  of  the  most  desirable 
kinds  of  stocks,  the  perennial  winners, 
and  into  bonds  and  high  dividend  pay- 
ers, reasoning  that  if  the  market  col- 
lapses at  least  they'll  have  an  income. 
The  trouble  is,  of  course,  that  they  do 
this  when  the  market  has  already  col- 
lapsed, so  they  are  left  behind  in  bonds 
and  sluggish  stocks  when  things  get  bet- 
ter. Also,  all  bond  interest  and  many 
company  dividends  are,  after  inflation  is 
taken  into  account,  just  a  return  of  cap- 
ital. There  isu  I  any  real  yield. 

What  investors  should  in  fact  look  for 
are  companies  that  have  outstanding 
managements,  superb  positions  in  their 
industries,  are  making  lots  of  money  in 
spendable  cash  and  have  opportunities 
to  plow  buck  that  extra  cash  at  a  high  rate 
ul  return:  to  grow  ,  to  build  value. 

Is  one  better  oH  owning  stock  in  a  steel 
or  utility  company  that  has  a  pathetic 
true  return  on  capital  but  gives  you  a 
nominal  6%  yield,  out  of  which  you  keep 
4%  after  taxes,  or  owning  a  Hewlett- 
Packard  or  a  Schlumberger  that  can  rein- 
vest its  profit  at  20%,  which  in  due 
course  is  reflected  in  a  higher  dividend 
and  a  higher  stock  price?  Obviously,  you 
have  to  be  right  in  your  analysis  of  the 
growth  situation  but  by  the  same  token 
you  have  to  be  right  when  you  buy  the 
high-yield  company,  too.  If  the  company 
isn't  really  earning  its  dividend,  then 
either  it  will  be  cut  or  there  will  be 
equity  financing,  and  to  maintain  your 
interest  you'll  have  to  reinvest  your  tax- 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Mone>  lices. 


able  dividends  in  more  common  stock  to 
maintain  your  ownership.  You'll  have 
the  worst  of  all  worlds. 

I  find  my  clients  understand  this  point 
better  when  it's  reduced  to  familiar 
physical  terms. 

You  buy  a  50-room  hotel  for  $1.5  mil- 
lion. It  is  attractive  and  well  run.  It  earns 
$300,(XX)  a  year  after  tax— 20%  on  your 
money.  Things  look  good  enough  so  that 
you  decide  to  take  only  a  modest  divi- 
dend return,  4%,  and  plow  the  rest 
back — into  a  swimming  pool,  a  new  an- 
nex, a  spectacular  restaurant.  Your  real 
return  is  not  the  4%  dividend  but  a  20% 
annual  growth  in  the  value  of  the  proper- 
ty itself,  which  could  become  bigger 
than  ever,  more  profitable  than  ever. 

In  another  part  of  town  is  another  50- 
room  hotel.  It's  a  bit  run  down.  You  can 
get  it  cheaper,  for  $1  million.  It  earns 
only  $100,000  a  year  but  looks  like  a 
turnaround  situation.  So  you  buy  it,  too. 
The  location's  bad,  the  plumbing,  heat- 
ing, electricity  and  roof  are  old  and  in 
need  of  replacement,  and  the  whole 
thing  really  ought  to  be  done  over,  at  a 
cost  of  about  $50(),(MX).  After  looking  into 
things  further,  though,  you  find  that  it 
wouldn't  pay  you  to  put  up  the  $500,000. 
You  can  get  a  higher  return  elsewhere. 
You  offer  the  hotel  for  sale,  but  there 
aren't  any  takers.  You  eventually  decide 
just  to  milk  the  property  by  holding 
down  all  expenditures.  You  pay  yourself 
a  10%  "dividend" — really  a  return  of 
capital — and  when  you've  gotten  out  all 
you  can,  you  pull  it  down  and  sell  the 
site  to  an  industrial  or  commercial  user. 

Now,  here's  my  point:  In  the  first  case 
you're  taking  only  a  modest  dividend 
income  from  your  investment  and  in  the 
second  you're  getting  a  fat  one — you 
think— but  in  the  fust  you're  getting  rich 
and  in  the  second  you're  going  under. 

The  stock  market's  no  different.  Stocks 
are  businesses,  too. 

A  recent  Chemical  Fund  analysis 
highlights  this  problem  in  the  starkest 
possible  way.  Adjusting  the  earnings  of 
the  Dow  Jones  industrials  for  replace- 
ment-cost depreciation  revealed  that  the 
true  price/earnings  ratio  of  the  Dow 
Stocks  is  16,  and  the  dividend  payout  is 


slightly  higher  than  the  true  earnings — 
true  earnings  being  those  left  after  subJ 
tracting  more  realistic  depreciation  from 
reported  earnings.  Doesn't  that  remind 
you  of  the  second  hotel?  A  milkini 
situation? 

I  would  like  in  passing  to  look  at  tw< 
subsidiary  fallacies  on  this  subject. 

The  first  is  that  high  yields  are  goo( 
for  small  investors  and  low  yields  foj 
large  investors.  Actually,  if  the  small  in 
vestor  is  a  saver  (as  he  should  be),  it  mai 
suit  him  better  to  let  the  company  rein 
vest  for  him  at  a  higher  rate  than  hi 
could  get  himself  in  a  time  deposit  o 
whatever.  And  the  large  investor  may  ty 
living  at  the  limit  of  his  income  and  ma 
not  need  further  reinvestment,  so  a  higl 
dividend  may  suit  him  fine. 

Another  fallacy  is  that  stocks  with  higl 
yields,  even  at  the  price  of  low  growth 
are  safer  than  stocks  with  low  yields.  Th< 
opposite  is  true:  Under  most  circum 
stances  high-yield,  low-growth  stoclfl 
have  worse  performances  year  in  anj 
year  out  than  low-yield,  high-growtl 
stocks,  and  often  decline  more  sharply  i| 
market  breaks. 

Investors  always  wake  up  to  the  yielj 
fallacy  sooner  or  later.  You  have  to  bl 
blind  to  go  on  choosing  a  bad  situatioi 
over  a  good  one,  however  tempting  hig| 
cash  payments  may  appear. 

Preferred  stocks,  by  the  way,  are  turr 
ing  into  a  real  trap  for  ill-informed  inveJ 
tors.  They  yield  less  than  they  should  t 
an  individual  investor  because  corporat 
investors  bid  up  the  prices  since  to  then 
the  income  is  almost  tax  free — whic 
isn't  true  for  the  individual  investor.  It 
as  though  a  nontaxpaying  investc 
bought  municipal  bonds  instead  of  co- 
pulates. Many  retail  investors  are  buyir 
preferreds,  even  though  corporate  boip 
would  yield  them  more,  with  higher  s 
curity.  It  won't  last. 

Incidentally,  when  a  high-growj 
company  finally  approaches  maturit; 
then,  of  course,  the  dividends  make  u 
for  the  lost  time  with  a  rush.  The  div 
dend  of  International  Business  Id 
chines,  for  instance-,  has  risen  over  tl 
course  of  ten  years  by  500%,  and  is  goir 
right  on  up!  ■ 
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"Money  doesn't  burn  a  hole 

in  my  pocket. 

ft  doesn't  stay  there  that  long. 


—Alan  Grossman 
Director,  High  Rise  Leasing, 
Arlen  Development  Company 


"That  doesn't  mean  I'm  frivolous  or  a 
Bndthrift.  It's  just  that  I  have  this  atti- 
le  about  life  and  money. 

"I'm  a  very  lucky  guy.  I  started  in  a 
nmer  job  with  my  company  when  I  was 

When  I  finished  college,  they  hired  me 
i  managerial  training 
s)gram.  I've  grown  and 
)wn  with  them  and  my 
|ure  looks  great.  Here  I 

only  29  and  my  career 
pretty  well  set,  unless 
loose  to  change  it. 

"With  that  in  mind,  I 
l't  mind  spending.  Not 
jnding  just  to  spend, 

ause  I  believe  in  finan- 
.  responsibility,  but 
inding  to  enjoy  life, 
p  I  do  enjoy  life, 
j  "I'm  nuts  for  travel. 
I  been  to  Italy, 

konos,  St.  John's, 
irtinique,  the  moun- 
ts. Where  would  I  like 

o?  Almost  anyplace  I 

en't  been. 

I  "It's  the  same  with  sports.  Camping, 
ng,  hiking,  water  skiing,  scuba,  horse- 
U  riding,  tennis.  I  enjoy  it  all. 
|  "Would  I  buy  three  medium-priced 
ins  or  one  very  expensive  suit?  It  would 
ijend  on  my  state  of  mind  at  the  time, 
ij  done  both. 

I  "I  try  to  do  whatever  is  comfortable 
Ine  at  the  time.  If  I  think  it's  right  for 


"Having  10  times  as  much  money 
won't  make  me  a  better  person. 

Of  course,  it  won't  make  me  a 
worse  person,  either." 


me,  I'll  do  it.  I  have  the  confidence  in 
myself. 

"Do  I  still  read  PLAYBOY?  I've  been 
reading  it  since  I  was  15  and  it  was  the  only 
one  of  its  kind.  Now  there  are  plenty  of 
imitators,  but  to  me  PLAYBOY  is  still  one 
of  a  kind.  I  enjoy  the 
way  it's  written.  I 
think  they've  elevated  the 
magazine  in  the  last  year 
or  so.  It's  on  a  higher 
level  than  any  other 
men's  magazine." 

Thanks,  Alan  Gross- 
man. We  think  you're  on  a 
higher  level,  too.  You  and 
the  millions  of  men  who 
read  PLAYBOY  magazine 
every  month.  We  think 
you're  a  vital,  alive  group 
of  young  men— the  most 
vibrant  group  of  prospects 
American  business  has  been 
blessed  with  since  the  post- 
World  War  II  boom. 

And  American  busi- 
ness can  reach  more  of 
you  for  their  advertising  dollar  in  PLAYBOY 
than  in  any  other  newsweekly,  sports- 
weekly  or  men's  magazine. 

68%  more  male  readers  for  their  dollar 
than  in  Newsweek. 

90%  more  for  their  dollar  than  in 
Sports  Illustrated. 

114%  more  for  their  dollar  than  in 
Time. 


The  Playboy  reader. 
His  lust  is  lor  life. 


Source:  TGI,  Fall  1977,  Playboy.    PLAYBOY  is  a  mark  of  Playboy.  Reg.  U.S.  Pat.  Off.    ©  1977,  Playboy. 
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ne  of  the  things  about  trading  com- 
modities is  that  there  appears  to  be  an 
almost  limitless  number  of  factors  that 
influence  their  price.  Listing  those  fac- 
tors is  relatively  easy;  the  hard  part  is 
assigning  the  proper  weight  to  each  fac- 
tor. Cotton  typifies  this  situation.  The 
following  factors  (in  no  particular  order) 
must  be  considered  when  trying  to  fore- 
cast the  price  of  cotton  over  the  next  year 
or  so:  1)  the  number  of  acres  farmers  said 
they  would  plant  in  cotton  when  asked 
by  the  U.S.  Department  of  Agriculture 
in  January;  2)  the  number  of  acres  they 
actually  plant;  3)  the  effect  of  a  weakened 
dollar  on  export  of  cotton;  4)  the  overall 
economic  health  of  the  U.S.  and  the 
world  as  reflected  in  the  demand  for 
cotton;  5)  the  government's  set-aside 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of Sensible 
Speculating  in  Commodities. 


Cotton: 

A  Baleful  Tale 

By  Stanley  W.  Angrist 


program  for  cotton  acreage;  6)  the  pric< 
of  those  crops  that  farmers  could  plan 
instead  of  cotton;  7)  the  amount  of  eottoi 
placed  under  government  loan  by  farm 
ers;  8)  the  price  of  competing  man-mad< 
fibers;  9)  the  weather  in  cotton-growinj 
regions  in  the  U.S.  and  the  world;  10 
acreage  planted  to  cotton  in  the  rest  a 
the  world;  and  probably  a  dozen  othej 
factors  that  I  have  forgotten. 

Faced  with  such  a  complex  situation 
what  does  a  trader  who  relies  on  funda 
mentals  actually  do?  Well,  I  suppose,  ij 
effect  one  weighs  each  factor  as  to  il 
importance,  sums  the  factors  and  thei 
judges  whether  the  situation  favors  th| 
bulls  or  the  bears.  (The  technical  tradei 
of  course,  says  there  is  no  need  for  a| 
that  mickey  mouse  as  the  price  alreadl 
reflects  all  that  is  known  about  cottori 
and  so  he  turns  to  his  charts,  movin 
averages,  or  the  like.)  Being  basically 
fundamentalist,  I  don't  have  that  luxur 

The  table  summarizes  the  recent  suj 
ply/demand  history  for  cotton  both  hen 
and  abroad.  These  numbers  say- 
must  have  been  shoveling  too  muc 
snow  to  make  a  bullish  case  for  eottoi 
but  some  brokerage  houses  have  mac 


Supply/Demand  Balance  For  Cotton 

(millions  of  bales) 

The  numbers  below  say  you  must  have  been  shoveling 

too  much  snow  to  make  a  bullish  case  for  cotton,  but 

United  States 

1974-75 

1975-76 

1976-77 

1977-78* 

On  Hand,  Aug.  1 

3.8 

5.7 

3.7 

2.9 

Harvested 

11.5 

8.3 

10.6 

145 

Total  Supply 

15.3 

14.0 

14.3 

17.4 

Domestic  Use 

5.9 

7.3 

6.7 

6.7 

Exports 

3.9 

3.3 

4.8 

4.7 

Total  Use 

9.8 

10.5 

11.5 

11.4 

On  Hand,  July  31** 

5.7 

3.7 

2.9 

6.1 

World 

On  Hand,  Aug.  1 

24.8 

30.1 

22.2 

18.7 

Harvested 

64.3 

54.3 

57.9 

65.1 

Total  Supply 

89.1 

84.4 

80.1 

83.8 

Use 

58.6 

62.2 

61.2 

60.7 

On  Hand,  July  31** 

30.1 

22.2 

18.7 

23.1 

*  This  is  an  estimate  by  Shearson  Hayden  Stone.  **  Numbers  in  this  table  n 

night  not  add  due  to  rounding. 
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Commodities 


>uch  recommendations  in  recent  weeks, 
t  seems  clear  that  cotton  on  hand  in  the 
J.S.  will  amount  to  about  6.1  million 
»ales  by  July  31,  the  biggest  such  total  in 
i  number  of  years.  This  ballooning  in 
;otton  stocks  is  due  to  last  year  s  high 
>rices,  which  induced  big  plantings  and 
liscouraged  consumption  vis-a-vis  mari- 
nade fibers.  (Who  says  Adam  Smith  is 
lead?)  Though  we  have  17.4  million 
>ales  available  this  season,  about  3.6  mil- 
ion  bales  are  under  government  loan  as 
)f  Feb.  15.  The  loan  program,  thus,  has 
educed  the  amount  of  "free"  cotton. 

The  demand  side  of  the  picture  is,  if 
inything,  more  clouded.  The  bulls  argue 
hat  with  the  dollar  touching  new  lows 
ilmost  daily,  our  cotton  becomes 
•heaper  by  the  minute  Cotton  ship- 
nents  have  risen  dramatically  in  the  last 
everal  months,  and  we  indeed  should 
[ave  no  trouble  in  equaling  last  season's 
.8  million  bales  for  export. 
The  high  prices  that  cotton  command- 
d  in  the  first  half  of  the  1977-78  season 
aused  domestic  cotton  consumption  to 
tagnate.  Synthetic  fibers  were  just  too 
ttrac  tively  priced.   Now  that  cotton  is 


more  competitively  priced,  some  mills 
will  increase  their  cotton  use.  At  the 
very  least,  domestic  cotton  consumption 
should  equal  last  year's  6.7  million  bales. 
Both  exports  and  domestic  use  should 
increase  markedly  next  season,  barring  a 
recession. 

The  world  cotton  picture  cannot  give 

.  .  Last  year's  high  prices 
induced  big  plantings  and  dis- 
couraged usage  vis-a-vis 
man-made  fibers.  (Who  says 
Adam  Smith  is  dead?)  . .  ." 


too  much  solace  to  cotton  bulls.  For  the 
first  time  in  three  years  production  ex- 
ceeded consumption,  and  cotton  stocks 
on  July  31  will  be  at  their  highest  level 
since  1975.  While  production  may  be 
down  moderately  in  the  1978-79  season 
and  usage  a  little  higher,  it  is  hard  to 
visualize  at  this  time  a  runaway  demand. 

Cotton  is  not  an  easy  commodity  to 
trade,  but  because  ol  the  size  of  the 


contract  (50,000  pounds)  even  a  modest 
price  move  can  lead  to  a  nice  profit  (or 
loss).  In  recent  weeks  cotton  has  under- 
gone about  a  5-cent  rally  ($2,500  per 
contract).  I  for  one  do  not  believe  the 
rally  is  for  real  and  remain  a  timid  bear. 

1  also  have  some  additional  evidence 
to  support  my  position.  After  steadily 
rising  since  late  December,  cotton  fu- 
tures went  limit  down  on  Monday,  Feb. 
13  in  the  heaviest  trading  day  since  1951. 
Furthermore,  on  the  first  day  on  which 
shorts  could  give  notice  that  they  were 
going  to  deliver  cotton  instead  of  buying 
their  way  out  of  their  short  position,  131 
delivery  notices  were  tendered.  This  was 
interpreted  by  many  observers  to  be  a 
sign  that  there  were  substantial  amounts 
of  cotton  available. 

All  things  considered,  I  would  be  will- 
ing to  sell  Jul\  cotton  above  58  cents  per 
pound  and  use  a  2-cent  ($1,000  per  con- 
tract) stop  on  my  position.  Less  venture- 
some traders  might  try  going  long  March 
and  short  December  with  March  at  no 
more  than  a  100-point  premium.  If  I  am 
correct,  the  spread  could  easily  widen 
another  100  points  ($500  per  contract).  ■ 


A  logical  deduction: 
Tax-free  income 
from  Scudder. 


If  high  taxes  are  diminishi- 
ng your  income,  the  logical 
deduction  to  make  may  be 
in  investment  in  Scudder's 
ax-free  municipal  bond 
und.*  Scudder,  Stevens  & 
ylark  has  over  50  years  of 
nunicipal  bond  investment 
;xperience  Send  for  our  free 
>ooklet  and  prospectus  and 
onsider  a  tax  advantage 
ou  may  have  overlooked. 


•  Tax-free  income  daily 

•  Portfolio  quality 

•  Diversification 

•  No  sales  charges 

•  $1,000  minimum 
investment 

•  Conveniences  Liquidity 

Call  800-225-2470  any- 
time, toll-free.  In  Mass.  call 
collect  (617)  482-3990. 


SCUDDER 


I  ARK  INVISP 


Scudder  Fund  Distributors,  Dept  #55F 
Scudder  Managed  Municipal  Bonds, 
175  Federal  Street,  Boston,  MA  02110 

Please  write  or  call  for  a  free  booklet  and  prospectus 
containing  more  complete  information,  management  fee 
charges  and  expenses.  Read  them  carefully  before  you 
invest  or  send  money. 

Name  - — - — — 

Address  


|_City 


.  Stale 


Zip. 


J 


icipal  Bonds 


ncome  will  be  exempt  from  Federal  Income  Tax,  investors  may  be  subject  to  some  state  or  local  tax. 
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Stock  Trend 


Divvy  Up 

By  Ann  C.  Brown 

". .  .  As  far  as  I'm  concerned,  a  buck  in 

the  hand  is  better  than  dough  in  the  bush  .  .  ." 


Two  dollars  for  us  guys  and  one  dollar 
for  them  was  about  the  way,  on  average, 
that  the  Dow  Jones  industrial  companies 
divided  up  their  earnings  during  the 
good  old  days  from  1945  through  1964. 
That  was  before  these  mature  monsters 
decided  to  join  the  "go-grow"  generation 
by  whittling  down  their  dividend  payout 
ratios  until  by  1974  we  were  lucky  if  we 
got  one  greenback  for  every  two  the 
companies  kept  for  themselves.  At  the 
same  time  our  percentage  of  the  corpo- 
rate take  was  declining,  inflation  was 
surging  ahead.  The  flow  of  money  we 
counted  on  to  help  fight  the  cost-of-liv- 
ing fires  was  reduced  to  a  mere  trickle  by 
managements  convinced  they  could  use 
the  profits  more  profitably  than  we 
could.  No  wonder  there  was  increasing 
disenchantment  with  the  stock  market  as 
pleas  for  at  least  a  reasonable  return  on 
investment  fell  upon  deaf  ears. 

Take  heart!  It  looks  as  though  our 
message  may  be  gradually  getting 
through.  Last  year  saw  a  12%  rise  in  the 
30  industrials'  overall  dividend  payout 
ratio  compared  with  the  year  before. 
Now  on  the  Dow  it's  close  to  a  dollar  for 
us,  a  dollar  for  them. 

Considering  the  recent  lengthening  of 
the  holding  period  for  long-term  capital 
gains  and  the  painful  (if  not  downright 
punitive)  tax  preference  provisos,  it 
might  be  smart  to  collect  a  bit  of  current 
dividend  income.  As  far  as  I'm  con- 
cerned, a  buck  in  the  hand  is  better  than 
dough  in  the  bush. 

Doubly  Attractive 

If  you  can  find  a  company  that  is  both 
increasing  its  dividend  payout  ratio  and 
showing  above-average  earnings  growth, 
you're  really  onto  something.  For  exam- 
ple, there's  an  outfit  called  International 
Business  Machines  (244)  that  paid  out 


Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado, 
Flynn  ir  Associates,  Inc. 


nearly  55%  of  its  earnings  last  year  vs. 
33%  less  than  a  decade  ago.  What's 
more,  it  looks  like  this  percentage  may 
be  headed  higher.  With  per-share  earn- 
ings estimates  of  $21.50  in  1978  and  $25 
in  1979,  it  would  appear  that  the  Boys 
from  Armonk  could  continue  to  share  the 
wealth  with  their  legion  of  loyal  stock- 
holders. And  who  knows?  One  of  these 
days  this  generosity  may  even  help  hype 
the  price  of  the  stock,  too. 

American  Express  (32)  is  another 
company  with  an  expected  earnings 
growth  rate  of  10%  a  year  or  better  and 
a  lot  of  space  on  the  upside  to  raise  the 
dividend  payout  ratio.  In  1967  Ameri- 
can Express  paid  its  shareholders  a 
modest  20%  of  its  earnings.  By  fits  and 
starts  the  company  managed  to  raise 
this  figure  to  nearly  35%  last  year.  And 
in  the  for-what-it  s-worth  department, 
American  Express  is  currently  selling  at 
half  its  alltime  high  that  was  reached  in 
1973  while  nearly  doubling  its  earnings 
and  tripling  its  payout.  Speaking  of 
earnings,  American  Express  is  expected 
to  show  $4.10  this,  vs.  $3.52  last,  year, 
with  $4.50-plus  possible  in  1979. 

At  the  risk  of  being  a  bore,  I'd  like  to 
include  my  old  friend  Hughes  Tool  (32) 
in  this  group  of  growers  and  payers-out. 
As  you  know,  Hughes  Tool  is  the  world's 
leading  producer  of  oil  well  and  gas  well 
drilling  bits,  and  the  company  stands  to 
benefit  from  the  recent  decision  to  begin 
drilling  in  the  Baltimore  Canyon,  in  ad- 
dition to  the  increased  worldwide  oil  and 
gas  exploration.  The  company  earned 
$3.25  last  year  and  is  expected  to  show 
sharply  increased  earnings  of  $4.40  in 
1978  and  perhaps  as  much  as  $5.10  in 
1979.  More  important,  Hughes  Tool 
paid  out  7%  of  its  earnings  in  1973,  the 
first  year  it  declared  a  dividend.  Last 
year  stockholders  received  18%  of  the 
corporate  earnings.  Not  a  lot,  but  the 
trend  looks  promising. 

ARA  Services  (33),  the  institutional 
food  service  industry  giant,  has  had  un- 
comfortably flat  earnings  for  the  last  five 
years  and,  because  of  this,  the  stock 
price  is  down  some  90  points  from  its 
alltime  glamorous  high   This  year  pre- 


liminary earnings  estimates  have  ARA 
Services  bounding  ahead  to  around 
$4.36  per  share,  up  from  the  $3.88  re- 
ported last  year.  Whether  or  not  thisl 
born-again  growth  rate  is  sustainable  is 
anybody's  guess,  but  what  I  find  intrigu-. 
ing  about  the  company  is  that  it  is  now 
paying  out  about  34%  of  its  earnings  as 
opposed  to  around  25%  in  1968. 

Dig  These 

Thanks  to  the  United  Mine  Workers, 
strip-mining  looks  more  attractive  than 
ever  and  Bucyrus-Erie  (17),  whose  price) 
has  been  scraping  bottom  of  late,  coulq 
be  a  major  beneficiary.  Bucyrus-Erie  is 
the  largest  manufacturer  of  big-bite  pow^ 
er  shovels  and  draglines  for  use  in  surj 
face  mining.  Beats  me  why  the  stocW 
price  is  in  the  pits — especially  since  thfl 
company  has  shown  steady  earnings  in-f 
creases  from  65  cents  a  share  in  1970  tfl 
$2.57  last  year.  For  1978  those  in  thi 
know  are  predicting  a  hefty  increase  t<j 
$3.20  a  share,  helping  Bucyrus-Erie  join 
the  ranks  of  other  seemingly  solid  corpoi 
rations  selling  at  less  than  six  times  am 
ticipated  earnings.  What's  more,  thi 
current  dividend  of  80  cents  a  share  ofl 
fers  investors  a  yield  of  nearly  5%.  II 
would  appear  that  the  stock,  whose  197" 
price  range  was  from  a  low  of  18  to  a  higl 
of  27,  has  had  most  of  the  risk  wrung  oui 
of  it. 

One  of  my  columns  is  hardly  com 
plete  without  the  mention  of  a  fin 
smaller  company  with  a  rosy  future 
LIN  Broadcasting  (25)  is  selling  as  closi 
to  its  high  as  Bucyrus-Erie  is  to  its  low 
LIN  Broadcasting  is  a  group  broadcaste 
that  owns  and  operates  TV  stations  an 
both  AM  and  FM  radio  stations.  Th 
big  kicker  here  is  the  chairman  an 
president,  Donald  Pels,  who  was  cor 
sidered  to  be  one  of  the  prime  movei 
and  shakers  behind  the  spectacular  su< 
cess  of  Capital  Cities  Communicator 
(56)  before  he  joined  LIN  Broadcasting 
In  1977  LIN  Broadcasting  earned  $2.5 
fully  diluted  and  is  expected  to  earn  $ 
this  year  and  $3.30  for  1979.  Not  bad  ft 
a  companv  that  had  a  deficit  of  48  cem 
in  1969.  ■ 
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Sqtunlay  Review 

WHY  CHILDREN  SHOULD  DRAW 

The  Surprising  Link  Between  Art  and  Learning 


I  oday's  exciting  new  Saturday 
teview  is  making  news  and  conver- 
ation.  Issue  after  issue.  With  big 
tories  that  deal  with  subjects  that 
iterest  and  concern  you  most, 
■.ffect  your  life  and  your  future  most. 

t  As  you  have  probably  noticed, 
laturday  Review  is  being  read, 
kitten  about,  talked  about  more 
pw  than  at  any  time  in  its  long  and 
istinguished  history.  And  with  good 
bason. 

f  The  new  Saturday  Review  is 
inique.  Three-dimensional .  Adding 
\epth  of  coverage  that  newspapers 
hd  newsweeklies  cannot  provide. 
[nticipating  the  important  events 
id  trends  that  other  media  will 
pport  on  weeks  and  months  from 
pw. 

|j  The  range  of  Saturday  Review 
bverage  matches  your  own  broad 
Iterests.  Some  examples: 

[  •  "Has  the  Supreme  Court  Aban- 
taned  the  Constitution?"  A  vital 
Iiestion. answered  from  different 
jigles  by  distinguished  attorneys, 
Hi/il  rights  advocates,  and 
Hurnalists. 

II •  "Anatomy  of  an  Illness."  SR 
llitor  Norman  Cousins'  remarkable 
picumentary-in-print  of  his  experi- 
|l  ces  with  hospitals,  physicians, 
j;l  d  drugs;  with  the  chemistry  of  the 
ill  I  to  live,  megavitamin  therapy, 
i»3  remedial  effects  of  laughter,  the 
i^efulness  of  placebos,  and  the 
ijpacity  of  the  human  mind  and 
>:jdy  to  cure  itself— even  when 
pspects  seem  most  wretched. 

•  "The  Payoff."  Or  why  do  U.S. 
,  ns  get  clobbered  for  handing  out 
:jyoff  money  in  countries  where 
i  bery  is  a  way  of  life? 
|»  "The  New  Urban  Pioneers."  A 
pk  at  the  recent  phenomenon  of 
i/veat  equity"  and  the  short  and 

ig-term  prospects  for  homestead- 

I  as  one  cure  for  cleaning  up  the 

ms. 

;!> 


WHAT  ALL 
THE 

EXCITEMENT 
IS  ABOUT! 

(at  half  the  price!) 


•  "Why  Children  Should  Draw." 
For  the  past  decade,  the  arts  have 
been  among  the  first  victims  of 
educational  budget  cutting.  But  new 
evidence  indicates  that  the  arts 
stimulate  natural  curiosity  and— 
perhaps  literally— expand  brain 
capacity.  Some  researchers  now  say 
the  absence  of  arts  programs  can 
retard  brain  development  in  children. 

This  brief  listing  of  topics  cannot, 
of  course,  convey  the  wide  range  of 
Saturday  Review's  coverage.  Which, 
in  addition  to  in-depth  reports  and 
articles,  includes  important  edi- 
torials . . .  features  on  books,  music, 
the  arts,  education,  and  science . . . 
travel  ideas . . .  regular  columns  that 
combine  wit  and  wisdom  . . .  cartoons 
. . .  and  brain-teasing  puzzles,  in- 
cluding SR's  famous  Double-Crostic. 


These  are  all  delightful  discov- 
eries to  make  for  yourself  when  you 
join  the  more  than  a  million  and  a 
half  readers  who  have  made 
Saturday  Review  the  largest  thought- 
ful magazine  in  America.  With  circu- 
lation hitting  new  highs  issue  after 
issue. 

Try  Saturday  Review  now.  The 
regular  subscription  price  is  $16  for 
one  year.  But  your  introductory 
subscription  costs  you  only  half- 
just  $8  a  year.  With  the  under- 
standing, of  course,  that  if  you're 
not  completely  satisfied,  you  may 
cancel  at  any  time  and  receive  a  full 
refund  on  unmailed  copies. 

See  for  yourself  what  all  the  ex- 
citement is  about.  Why  Saturday 
Review,  founded  in  1924,  is  one  of 
the  most  exciting  new  magazines  of 
this  year!  Mail  in  your  order  today. 


Saturday  Review 


P.O.  Box  10007  Des  Moines,  Iowa  50348 


SPECIAL  TRIAL  OFFER 

Yes,  enter  my  new  subscrip- 
tion to  Saturday  Review  for 
one  year  at  only  $8— half  the 
regular  subscription  price 
of  $16.  I  understand  that  if 
I  am  dissatisfied,  I  may  can- 
cel my  subscription  at  any 
time  and  receive  a  full  re- 
fund on  unmailed  copies. 


□  Check  for  $8  enclosed 

□  Bill  me 

Name 

Address 

City 

State 

Zip 

(Oiler  good  only  mUS  and  possessions  Look 
lor  delivery  ol  your  first  copy  in  4-7  weeks ) 


SAVE  TIME— ORDER  BY  PHONE.  CALL  TOLL-FREE  (800)  247-5470 


N827 


Money  And  Investments 


Market  Trends 


Two  Tiers — One  Winner 

By  Martin  T.  Sosnoff 

".  .  .  More  and  more,  stocks  sell  like  bonds 
and  become  interest-sensitive  paper  .  .  ." 


I  cars  ago,  the  night  before  the  dollar 
was  devalued  by  Nixon,  I  happened  to 
be  eating  dinner  in  a  hole-in-the-wall 
Chinese  restaurant  in  Soho  only  to  find 
that  I  had  run  out  of  pounds  to  pay  the 
cheek.  Now  the  proprietor  wanted 
pounds  and  all  I  had  was  dollars  and  we 
went  back  and  forth.  I  refused  a  20% 
discount  on  my  dollars  and  the  man  in 
the  white  apron  refused  to  exchange  my 
money  at  the  official  rate.  Only  the  good 
offices  of  a  Swede  who  changed  my  dol- 
lars for  pounds  at  the  going  rate  short- 
stopped  a  nasty  interchange  that  could 
have  escalated  into  race  warfare.  The 
restaurant  later  broke  through  a  few 
walls,  prospered  and  made  Fielding's 
guidebook.  How  could  I  have  conceived 
that  the  guy  in  the  apron  had  more  cur- 
rency savvy  than  me,  the  financial 
analyst? 

Stocks  have  become  currency  surro- 
gates. The  more  the  dollar  wilts,  the 
more  stock  is  peeled  of!  and  sold.  By  now 
even  my  wife,  the  Hungarian  princess 
from  Long  Island,  can  give  you  a  handful 
of  reasons  why  the  market  is  no  good. 
She  points  to  the  inflationary  impact  of 
the  coal  strike  settlement  as  well  as  spi- 
raling  food  prices  and  interest  rates,  not 
to  mention  the  32-year-old  kids  who  run 
the  White  House  while  a  negative  bal- 
ance of  trade  pounds  away  at  the  dollar. 
We  all  know  how  we  got  to  740  on  the 
Dow.  The  question  that  begs  is:  What 
comes  next? 

That  the  professional  investor  is  con- 
fused and  groggy  means  little.  It  isn't  the 
first  time  that  the  overachievers  have 
underachieved.  It  has  been  going  on  for 
ten  years.  Wall  Street  has  spent  99%  of 
its  time  extrapolating  earnings  and  1%  of 
its  think  time  pondering  price/earnings 
ratios.  It  should  have  inverted  the  think 
ratios  and  contemplated  the  framework 

Martin  T.  Sosnoff  is  chairman  of  Atalantu 
Capital  Corp.,  New  York,  and  the  author  of 
Mumble  on  Wall  Street. 


for  investment.  My  gut  feel  is  not  churn- 
ing away  that  sufficient  psychological 
damage  has  been  wrought  on  the  heads 
of  the  big  money  pools  as  yet.  It  may  be 
about  to  happen.  They  are  all  60%  or  so 
invested  in  equities,  and  for  them  the 
year  is  already  shot.  Their  30-year  bond 
portfolios  are  beginning  to  belch  black 
blood,  too,  and  20%  or  30%  cash  is 
meaningless  when  goods  like  IBM  are  in 
a  free-fall  atmosphere.  There  is  no 
weight  in  the  argument  that  the  earn- 
ings-ratio gap  between  stocks  and  long- 
term  interest  rates  is  historically  wide.  If 
earnings  decline  and  interest  rates  rise, 
the  gap  narrows  in  favor  of  bonds,  again. 

The  new  lows  list  reads  like  a  Who's 
Who  of  American  Business  and  the  new 
highs  list  is  a  handful  of  ragamuffins. 
(More  on  my  ragamuffins  next  column.) 
The  reverse  English  of  the  two-tiered 
market  is  instructive.  Anything  that  has 
been  overowned  in  the  Seventies  is  fair 
game  and  the  private  world  of  noninsti- 
tutional  goods  hangs  in — even  during 
the  last  120  points  down.  Price/earnings 
ratios  are  made  of  paper,  and.  despite 
jumbo  dividend  increases  in  growth 
stocks  with  more  to  come  in  1978  and 
1979,  nobody  cares.  Why  should  we  care 
that  Procter  &  Gamble  and  Coca-Cola 
and  all  that  yield  4%  or  5%  when  money 
rates  are  biased  upward  and  nobody  has 
a  handle  on  the  rate  of  inflation  in  the 
country?  It  is  politically  imbedded  at  a 
minimum  of  6.5%  and  looks  like  it  will 
tack  on  a  point  a  year  through  1980, 
unless  raw  materials  and  food  prices  col- 
lapse. In  fact.  I'm  not  so  sure  I  want  to 
be  around  in  1980  anymore  unless  the 
market  is  in  the  tank  at  500  and  the 
Arabs  have  turned  off  the  spigots  and  are 
screaming  for  $20  a  barrel.  The  only 
thing  that  can  keep  us  from  the  poor- 
house  are  the  F-15s  and  F-16s.  It  is  one 
of  the  great  quid  pro  quos  that  the  Israe- 
lis don't  understand.  After  all,  if  ever) 
one  in  the  Mideast  has  identical  fighter 
configurations,  then  it  becomes  a  game 
of  skill  in  the  skies .  and  I  am  willing  to 
bet  on  who  has  the  best-trained  pilots. 

The  economic  consensus  is  wobbly,  as 
I  expected.  Nobody  really  believes  that 


the  government  forecast  of  an  11%  in-j 
crease  in  profits  is  in  the  cards.  It  UxH 
closer  to  zilch  now  with  all  the  disloca-l 
tions,  and  consumer  end-product  del 
mand  can't  carry  the  ball  forever.  Capital 
spending  correlates  with  profits  as  a  lag| 
ging  indicator,  and  it  is  sluggish.  WitH 
productivity  sloughing  off,  there  is  real 
trouble  ahead  from  cost-push  inflation! 
The  bulls  on  the  economy  are  pulling  iij 
their  forecasts  and  our  slow-growth  see* 
nario  for  the  country  looks  better  and 
better.  This  is  actually  the  best  we  can 
hope  for.  If  capital  spending  takes  off  ii{ 
an  overheating  economy,  interest  ratel 
go  to  the  moon  and  the  market  retreat! 
into  a  very  dark  cave.  If  there  is  anothel 
100  points  down,  it  comes  with  AA  util 
ity  new  issues  at  9.75%,  an  inflation  ratt 
between  8%  and  9%  and  money-marke 
rates  around  8.5%.  It  could  happen  evej 
without  overheating  if  the  bond  crowi 
gets  a  whiff  of  a  9%  rate  of  inflation  as 
1979  possibility. 

"What  should  I  do?"  cries  the  little  ol< 
lady  in  North  Dakota.  "Do  I  sell  Genera 
Motors  yielding  9%  and  Telephoni 
when  the  dividend  goes  up  every  year?! 
More  and  more,  stocks  sell  like  bond 
and  become  interest-sensitive  paper, 
fact,  the  entire  market  seems  heade 
that  way.  The  Standard  &  Poor's  indu] 
trials  could  y  ield  6%  very  soon,  which 
where  they  were  in  the  despondency 
late  1974.  The  bankruptcy  of  the  concn 
we  have  all  accepted  for  20  years  or  moo 
that  the  market  is  a  legitimate  inves 
ment  sector  could  prove  out. 

The  one  thing  the  market  has  def 
nitely  confirmed  is  its  legitimacy  as  a 
arena  for  speculation.  A  good  stoi 
pricks  up  ears,  and  if  you've  got  a  pret' 
girl  by  your  side  with  a  sign  on  her  bac 
that  says  not  only  do  I  have  a  story 
tell  but  I've  got  growth,  too,  buy  he 
Everyone  is  selling  their  IBMs  to  gt 
into  this  new  game.  Even  the  next  1( 
points  down  won't  ruin  the  action.  Tl 
goods  at  three  times  earnings — the 
are  hundreds  of  them — will  be  picke 
over  and  will  outperform  everythii 
else  until  they,  too,  become  the  Estai 
lishment  sometime  in  1982.  ■ 


148 


FORBES,  APRIL  3,  19: 


Transamerica 


* 


Profits  up  49  percent.  All  major  subsidiaries 
set  new  earnings  records 
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ptccess  cent:  el  :ua:kets 

Cash  Dividend  Increase.  Transamerica  boosted 
its  common  stock  dividend  21  percent  in  1977 
te  an  annual  :a:e  ct  c.N  cents  ;ee:  sha:e  The  act:en 
marked  the  16th  consecutive  year  of  dividend 
uic:eases  tc  sha:eh.clcle:s  who  have  maintained 

ROE  vTcnsch.hatcc.  cue:  at eauuues  shewed 
an  after-tax  return  on  average  equity  of  17.5 

Outlook.  The  prospects  for  Transamerica  s  b us-, 
twwyt  remain  promising.  We  enter  1978 — our 
50th  year— in  strong  financial  condition  and  with 
sustained  deniand  to:  cu:  set  vices  and  ;o:educts 


)::  Highlights 

Operating  income  advanced  to  SI 71 . 1  million 
32.56  per  share)  on  revenues  of  $3.2  bilhon. 
Life  insurance  operations,  led  by  Occidental 
if  e,  posted  new  highs  in  both  revenues  and 
Derating  earnings.  Life  insurance  continues  as 
re  largest  contnbutor  of  corporate  earnings. 
Transamenca  Insurance,  our  property/casualty 
lsurance  subsidiary,  reported  earnings  more 
tan  double  its  record  results  of  1976. 
Our  consumer  lending  company  Transamerica 
inancial.  which  operates  more  than  500  offices 
c  Pacific  Finance  Loans  in  the  U.S..  had  its 
est  year  ever. 
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Transamerica 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP 
MENT,  and  TRAINING.  Minimum 
$9500  cash  investment  required. 
If  you  qualify — 

CALL  TOLL  FREE  TODAY 
1-800-821-2270,Ext.323 

ZIP'Z 

AOIV.  OF  I.O.I. ,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


ONE  OF 


THE  MOST  UNIQUE 
IDEAS  OF  THE  70  S 

DISTRIBUTORSHIP 
Automotive  related  equipment 
Leads  from  23  monthly  National 
Magazines    $10,000  minimum 
equipment  purchase  Protected 
territory  available 
*"/  grossed  over  $60,000  the 
first  ninety  days. '  — Bill  Smith.San 
Jose,  CA. 

Call    Mr    Landers  Toll  Free 
1-800-527-7438 

©TIRE  COSMOTOLOGY 
10920  Indian  Trail,  Suite  201 
Dallas.  TX  75229  (Dept.  FM78) 
'Documentation  furnished-  upon 
request 


Sfe     PIUS  TAX  BENEFITS  ^^-H3# 

OTHERS  DO  EVERY  MONTH  IN  U  S 
GOVERNMENT  OIL  LEASE  DRAW- 
INGS. IF  YOU  ARE  21  OR  OVER  YOU 
CAN  PARTICIPATE  EQUALLY  WITH 
MAJOR  OIL  COMPANIES  IN  THIS 
LEGAL  LOTTERY.  A  $20  TAX  DEDUC- 
TIBLE FILING  FEE  CAN  RETURN 
$75,000  IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME. 
WRITE  DEPT.  FF  FOR  FREE  INFORMATION. 
OR  CALL  303-499-1562 

MILLIGAN  TRUST 
600  MANHATTAN.  BOULDER,  CO.  80303 


MILLIONS!  For  Chosen 


loan  placement  firms  (U.S.)  with 
direct  sources.  Business  from  U.S. 
&  Abroad.  $1  million  up.  No  front 
money.  State  references,  financing 
background,  packaging  ability,  time 
frames.  Write  Box  A127  Forbes,  60 
Fifth  Ave.,  New  York,  NY  10011 


NEW  MULTIPLE-UNIT 
PLAN  FOR  INVESTORS 

•  Excellent  markets  nationwide 

•  Absentee/operating  investor 

•  Capital  &  timing  specified 

•  Minimal  people  requirement 

•  $200,000  minimum  equity 

•  Complete  turn-key  service  by 
leadership  in  growth  industry 

Our  program  offers  solid  returns 
and  strong  tax  shelter  factors. 
Quickprinting  is  America's 
number  one  growth  franchise. 
(U.S.  Dept.  of  Commerce)  For 
more  information,  call  or  write 
Mr.  Deacon. 

TOLL  FREE  1-800-537-1966 

Ohio  Residents  Call  Collect 
(419)  473-1551 

Big  Red  Q  Quickprint 

3131  Douglas  Rd. 
Toledo,  Ohio  43606 


Winters. 


Fast 
Food 


Franchises 


Now  Available  in  Busy 
Enclosed  Shopping  Malls 

Share  in  the  success  of 
North  America's  most  rapidly 
growing  fast  food  chain 
Please  write  or  call  for  free  brochure: 

ORANGE  OASIS 

101  -  1687  W.  Broadway,  Dept.  1072 
VANCOUVER,  B.C.,  CANADA  V6J  1X2 
Telephone  (604)  732-1436 


MAIL  ORDER  OPPORTUNITY 

Start  profitable  home  business  in 
America's  fastest  growing  industry. 
Nationally  known  authority  teaches 
you.  No  previous  experience;  no 
product  investment.  Write  for  free 
book,  case  histories  of  successful 
members,  plus  comolete  details.  No 
obligation.  Mail  Order  Associates, 
Dept.  83,  Montvale,  NJ  07645. 


ACQUISITION  SPECIALISTS 

State  joint  ventures  being  added  to 
our  present  operation.  Five  year 
proven  record  in  business  broker- 
age field.  Have  opened  over  40 
owner-operated  branches.  Have  over 
7,000  businesses  for  sale.  Projected 
net,  before  taxes,  for  first  4  years, 
over  $2,000,000.  $250,000  invest- 
ment required.  Phone  or  write: 
Chairman  of  the  Board,  JIMITZ 
INTERNATIONAL  INC.,  2331  N. 
State  Rd.  7,  Ft.  Lauderdale,  Fla. 
33313,  305-731-5570 


BECOME  OIL  RICH 
.  .  .  AND  SOON 


PETROLEUM 
LEASING 
SEPVICES 


Uncle  Sam  Is  In  The  Lottery  Business 

Let  us  send  you  tree  details  on  the  oil 
and  gas  lease  lottery  held  monthly  in 
New  Mexico  and  Wyoming  by  the  U.S. 
Department  of  Interior,  Bureau  of  Land 
Management. 

WRITE  OR  CALL: 
Petroleum  Leasing  Services,  Inc. 
P.O.  Drawer  8-B 
Ruidoso,  N.M.  88345 
505/257-5357 


1  BUDGET  INSTANT 

PRINTING 
^  CENTERS 
DOES  IT  ALL 


Let  u>  put 
1  lid  on  your 
printing  bodftf 


FOR  YOU 

Own  an  instant  printing  center 
without  the  high  cost  of  other  print- 
ing programs. 

NO  FRANCHISE  FEE 
NO  ROYALTY  FEE 
INITIAL  INVESTMENT  $9,500 

Budget  Instant  Print  Centers 

4133  PrMiaWiol  Dept  F 
Lofaytn*  Hill,  Pa  19444 
V  (215)  836-5215 


HOME  IMPORT 
MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  hobby  or 
retirement  project.  Deal  direct  with 
overseas  suppliers.  Tax  free  travel. 
Newest  products  at  fraction  U.S. 
cost.  200%  or  more  profit.  Full  time 
or  few  hours  a  week.  No  product 
investment.  No  costly  middlemen. 
Famous  world  trader  starts  you. 
Free  report  "How  to  Import  and  Ex- 
port." Write  Mellinger.  Dept.  G1594, 
Woodland  Hills,  CA  91367 

DOME  HOMES  —  ENERGY  SAVER 

Seeking  qualified  residential  home 
builders,  developers,  investors  and 
sales  representatives.  Unique  joint 
venture  opportunities,  high  profit 
margin.  Great  market  appeal  and 
ability  to  attract  traffic.  -Call  or 
write:  Domes  and  Homes,  Inc.,  P.O. 
Box  365,  Dept.  F,  Brielle,  NJ  08730, 
(201)  528-7278. 

SELL  YOUR  ADVICE 

Stop  giving  it  away  (or  keeping  it  to 
yourself).  Learn  how  to  turn  your 
knowledge  into  dollars.  FREE  RE- 
PORT tells  how  to  start,  operate,  pro- 
mote your  own  consulting  business. 
You'll  learn  how  to  have  a  future 
free  of  all  money  worries  by  selling 
your  advice.  Write:  Hamilton  Pub- 
lishing Co.,  Dept.  FB-  20.  Box  88043, 
Indianapolis,  IN  46208. 


HOW  TO  ADVERTISE  I 
FORBES  CLASSIFIED 

REGULAR    CLASSIFIED  LISTING 

All  listings  are  accepted  at  the  d 
cretion  of  the  Publisher.  Line  ri 
is  $17.35.  Minimum  size  ad  is  o 
inch  (14  agate  lines)  costi 
$242.90.  FORBES  will  typeset  wi 
out  charge. 

DISPLAY  CLASSIFIED  ADVERT 
ING:  Line  rate  is  $17.  Minimi 
size  for  display  is  two  inches  I 
agate  lines)  costing  $476.  Must 
submitted  as  film  negative 
camera-ready  mechanical  to  sil 
For  specific  requirements  send 
order  form. 

Box  numbers  provided  on  requd 
There  is  no  charge  for  mailing  se 
ice  on  blind  ads. 

FORBES  CLASSIFIED  is  publish 
in  the  first  issue  of  each  mon 
Advertising  closing  date  is  I 
month  preceding  date  of  issue.. 
Frequency  discounts  available.  P 
ment  must  accompany  order  unl 
from  accredited  agency. 

Contact:    Sarah  Madison 

FORBES  CLASSIFIED 

60  Fifth  Ave..  NYC  1CM 
(212)  675-7725 


BUSINESS  OPPORTUNITY 

INDUSTRIAL 
MANUFACTURING  LICENSE 

to  qualified  candidates  who  er 
the  allure  of  Industrial  Manufac 
ing.  We  offer  a  virtually  comp 
tion-free  business  secured  by 
chinery,  training  and  long-ra 
support.  Investment  of  $87, 
should  generate  substantial  ani 
income.  Partial  financing  availa 
Company  scrutiny  is  considera 
North  American  Carbide  Corp 
Call  Mr.  Faircloth,  1-800-525-91 

MINIATURE  GOLF 


NllATUR 
GOLF 


INDOORS 

o 

OUTDOORS 


MINIMUM  INVESTMEN 
MAXIMUM  PROFIT! 


WRITE  TO 


mm 


ENTERPRISES1*  INC. 
Phone  (717)  346-5559 
Lomma  Building,  Scranton,  Pa.  11 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsl 
tells  you  which  firms  are  loo 
for  representatives,  the  firm's 
uct  line  and  territories  avail 
For  information  write: 
Manufacturers'  Agents'  Newsl 
Dept.  178A,  23573  Prospect  Av 
Farmington,  Michigan  4802 


CAPITALIST 
TOOL 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 

One  out  of  every  13  FORBES  subscribers  is  a  million. 


"One  of  the  first 
things  I  consider  when 
I  buy  equipment  is 

service.  I  know  1*11  get  it 

with  Kodak;* 


obert  Smith 
merican  Airlines 

Lr.  Smith  is  Supervisor  of 
jcket  Services  at  American's 
^counting  offices  at  Lake 
ijccess,  New  York.  All  questions 
h  the  2  million  tickets  that 
fnerican  processes  every 
ionth— and  on  a  good  part  of 
I  cargo  shipments— are 
•nneled  to  Mr.  Smith's  operation 
lr  fast  answers.  To  handle  the 
jork,  his  staff  uses  Kodak 

formation  retrieval  equipment. 

id  the  lookups  average 

ound  9,500  a  month. 


With  that  kind  of  volume 
you've  got  to  have  service  in 
a  hurry  if  things  go  wrong. 
How  does  Kodak  measure  up? 

Very  well.  In  other  offices  I've 
worked  in,  with  other  office 
equipment  suppliers,  they'd  get 
to  you  when  they  con— and 
sometimes  it  was  a  couple 
of  days.  But  Kodak  is  here 
within  hours. 

Have  you  ever  had  any 
real  emergencies? 

Sure.  We  were  running  a  catch- 
up campaign  a  while  ago  and 
the  machines  were  running  10 
hours  a  day.  The  staff  was  on  a 
staggered  work  schedule  and 
things  were  really  tight.  And  in 
the  middle  of  it,  the  retrieval  unit 
went  down.  But  the  Kodak  rep 
was  there  within  the  hour  and 
got  us  back  in  business. 

What  do  you  think  about 
Kodak  pertormance 
programs? 

With  regular  Kodak  preventive 
maintenance,  we  know  the 
machines  stay  in  top  condition. 
And  if  something  does  go  wrong, 


all  we  have  to  do  is  call.  That's 
the  real  reason  for  a  Kodak 
performance  program:  peace 
of  mind. 

To  American  Airlines— as  to 
many  other  customers— Kodak 
service  plus  Kodak  quality  add 
up  to  one  thing:  more  predict- 
able performance.  And  what 
makes  it  work  —  month  after 
v-month,  year  after  year  —  is  the 
Kodak  service  representative. 
By  training  and  design,  he  or 
she  has  just  one  responsibility: 
making  sure  Kodak  equipment 
works  the  way  it's  supposed  to. 

For  more  details,  drop  us  a 
line.  Eastman  Kodak  Company, 
Customer  Equipment  Services 
Division,  Dept.  K804,  Rochester, 
N.Y.  14650. 


Kodak  service 
p^ysoff  in 
performance. 
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REAL  ESTATE 


RELOCATING? 

or  want  to  buy  or  sell 
a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

IEALTORS:  Exclusive  low  cost 
tealty  USA  franchises  available 
or  some  areas. 
;all  or  write  for 


letails. 


teoltyUSA 

.0  Box  5780F 

t.  Louis.  MO  63121 


MONTANA 
RANGELAND 

•  10,000  deeded  acres  of  pictur- 
le  canyons,  grassy  hillsides, 
scattered  pine.  Located  within 
miles  of  Billings,  this  property 
riced  to  sell  for  cash.  It  ad- 
>  the  Custer  National  Forest  on 
side  and  the  Big  Horn  Canyon 
he  other.  This  is  strictly  range- 
and  lies  next  to  the  Wild 
e  Range.  It  is  easily  leased  out 

maintained.  (Nearly  irrigated 
on  beautiful  creek  with  a  lovely 
5  can  also  be  purchased.)  A 

r  Scenic  Highway  is  planned 
will  traverse  the  entire  prop- 

$86  per  deeded  acre,  or  we 

plit  into  3  parcels. 

ALL  AND  HALL  INC. 

406/252-2155  or  Box  1924 
Billings,  MT  59103 


AUTOMOBILES 


v8  Cadillacs  Cost  Less 
In  Detroit 

balgleish  Cadillac  has  the  lowest 
i    sticker  prices  in  the  USA 
i    Buy  your  new  1978  Cadillac 

in  Detroit  from  Dalgleish. 
closest  dealer  to  the  Cadillac  factory 
I  Before  you  buy  any  Cadillac. 
I  anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 
(  6160  Cass  Ave.,  Detroit  48202 
i]  near  the  G.M.  Gr  Fisher  Bldgs. 
achigan's  Largest  Cadillac  Dealer" 
i|  Phone  (313)  875-0300 
llCall  Mike  Opyr  or  Tom  Hodge 


t:"  $$$$  ON  NEW  1978  CARS 

pt  Detroit  prices  —  save  on 
lit,  too!  Full  factory  warranty. 
}:oll  free  (800)  521-7257  for 
jjter  print-out  price,  or  mail 
i&  model  to:  BONDED  BRO- 
I  2547-S  Monroe  Blvd.,  Dear- 
I  Michigan  48124.  (313)  565- 
iSpecializing  in  Lincoln/Mer- 
sfrord  &  other  "Big  3"  makes. 

MAILING  LISTS 


'SINCE  1885' 


HE  FINANCIAL 
LIST  PEOPLE 

Ind  tor  free  data  listings 


1414  Hawthorne  St. 
Pgr..,  Pa.  15201 
412-782-2360 


NTON 


What  Are  You 

MISSING? 


Investment  BUYS? 

(Land  for  appreciation  is 
THE  Inflation  Beater!) 

Or  just  good  LIVING? 

(Homes  of  tranquility  - 
with  Lakes  and  streams.) 

Both  kinds  are  in  the  STROUT  Catalog. 
And  it  can  be  one  property  that  does 
BOTH  for  you.  So  get  the  Catalog  It  s  BIG 
-And  Mailed  FREE 

STROUT  REALTY,  Inc. 

"All  Across  America-Since  1900" 
60  E  42nd  St.  (Dept  4083) 
New  York.  NY  10017 


CHARMING  CABIN-$28,000 
At  Sangre  de  Cristo  Ranches 

Ft.  Garland,  Colo.  Elev.  8500'.  View 
westward  from  12'xl8'  deck  75  to 
90  miles  across  San  Luis  Valley  to 
Cont'l  Divide.  Near  view  14,345'  Mt. 
Blanca.  Furn.  summer  cabin  24'x26' 
—  5  acres.  Cathedral  ceiling,  bath 
with  shower,  fireplace,  gas  appli- 
ances, 2.8  KW  generator.  1000  gal. 
water  cistern.  Call  813/262-6163  or 
write  Meixner,  2350  Forrest  Lane, 
Naples,  FL  33940 

FREE  CATALOG 

Big,  Free  1978  Catalog  describes 
and  pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

STAMPS 


FREE! BIG  BARGAIN  CATALOG 

New  Edition  listing  thousands  of 
bargains  including  U.S.  &  B.N. A. 
stamps,  packets,  albums,  acces- 
sories and  supplies.  Also,  fine 
stamps  from  our  approval  service 
which  you  may  return  without  pur- 
chases and  cancel  service  at  any 
time. 

JAMESTOWN  STAMP,  Dept.  E48FM 
Jamestown,  N.Y.  14701 

ART  &  ANTIQUES 

COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 

RED  SKELTON'S 
FAMOUS  CLOWN  PAINTINGS 

as  shown  on  the  TV  Talk  shows 

ATTRACTIVELY  PRICED 
for  FREE  Brochure,  write  or  call 
ARCHER  GALLERIES 

"Paintings  by  the  Stars" 
424  St.  Lawrence  Street 
Nashua,  Iowa  50658  (515)  435-2409 


RARE  BOOKS 


WE  BUY  AND  SELL 
RARE  BOOKS  AND 
MANUSCRIPTS 

Also  specialize  in 
any  form  of  Judaica. 
Call:  Mr.  Goldman 
(215)  925-2762  or  write: 

520  Pine  Street 
Philadelphia,  Pa.  19106 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 


SWISS  FRANC  ASSURANCE 

for  purchasing  power  protection 
against  continuing  inflation  and 
soaring  consumer  prices.  FREE 
FACTS  on  guaranteed  life  income 
or  interim  fund  placement  payable 
in  world's  strongest  currency  de- 
posited to  your  bank  monthly  or 
quarterly  by  major  Swiss  fiduci- 
aries. NORTHSTAR  FINANCO,  524 
CHARLES,  E.  LANSING,  Ml  48823 
or  800-638-2000 


EXECUTIVE  GIFTS 


LARGE  SILVER  MINE 

Recently  spent  $375,000.  Have 
Mill  nearly  complete.  Like  to 
associate  with  company 
venturing  or  investing 
working  Caoital. 
F.W.  LEWIS 
120  Greenridge  Dr. 

Reno,  NV  89509 
Phone  702/826-2404 


INDUSTRIAL/ COMMERCIAL 

We  will  have  three  new  N.C.  ware- 
house/office comolexes  for  sale  be- 
tween now  and  October,  1978.  Lo- 
cated in  Charlotte,  Winston-Salem 
and  Greensboro.  Each  in  the  million 
to  million-and-a-ha'f  range.  9  to 
9V2%  net  return.  G0DLEY  ENTER- 
PRISES, P.O.  Box  5064;  Charlotte, 
N.C.  28225;  or  704/392-6146.  Bob 
or  Bill. 

FOR  INVENTORS 

FREE  DIRECTORY  OF  1001  COR- 
PORATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based 
invention  service  company.  For  im- 
portant information  on  Protecting, 
Developing,  Marketing  your  inven- 
tions/ideas for  Cash/ Royalty  sales, 
write  for  Free  Inventors  Kit  No. 
A-199.  Raymond  Lee  Organization, 
230  Park  Avenue  North 
New  York,  NY  10017 

BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write:  Box  A126  Forbes, 
60  Fifth  Avenue 
New  York,  NY  10011 


TAX  SHELTER 


TAX  SHELTER:  4  for  1  writeoff  this 
year.  Simple  and  legal.  Send  $5.00 
for  info,  tax  opinion,  &  a  copy  of 
my  book,  A  License  to  Steal.  Major 
brokerage  firm  analyzed  my  trades 
for  1977  ...  9  winners,  no  losers! 
Money  back  guarantee,  no  risk. 
S.  E.  Fason,  Box  9145,  Riviera  Bch, 
FL  33404  or  call  (305)  842-4744. 


Corporate 
Signature  Ties 

Let  our  designers  transform 
your  company  logo  or  trade- 
mark into  a  custom  woven 
tie.  Subtly.  Tastefully.  Ex- 
clusively yours. 

Impeccable  Hampton  Hall 
quality  in  all  fabrics:  'pure 
silk,  DuPont's  Qiana,  or 
polyester.  Minimum  only  150 
ties.  Scarves  and  Blazer j 
Badges  also  available.  jj^J 
Phone  or  write. 


Mampion  Stall,  £td 

51  East  42nd  Street.  New  York  10017 

(212)  687-6810  ^kW 


YACHTS  &  BOATS 


k  LUXURY 
k\\  SAILING 
A  MA  KETCH 

A  MM  Jm\  7C6"  Auxiliary 
AmAMWmWk  Sailing  Ketch. 

^©  Built  in  Holland 
jMMr     1972  steel  and 
^^^^^       teak  construc- 
tion to  highest  specs.  Diesel 
power  and  a  long  list  of 
equipment.  Proven  ocean 
traveler  with  5  Trans-Atlantic 
and  one  Trans-Pacific  cruise 
to  her  credit.  In  1976  she  was 
refitted  prior  to  her  Pacific 
cruise.  She  is  now  offered  for 
sale  at  a  fraction  of  new  con- 
struction. For  complete  speci- 
fications, write  Box  A125 
Forbes,  60  Fifth  Avenue, 
New  York,  NY  10011 


EXECUTIVE  EDUCATION 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple who  cannot  meet  on-campus 
classroom  requirements.  Credit  for 
college  related  life  experience 
learning.  Write  or  call  for  Catalog 
and  details.  Off-Campus  Registrar, 
KENSINGTON  UNIVERSITY 

512  E.  Wilson  Ave. 
Glendale,  Cal.  91209 

Tel.  213,  245-7224 

MGM'T  &  SALES  MEETINGS 


Forbes 


Editorial  Index  Companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


ACF  Inds   136 

AMBAC  Inds   52 

ARA  Services   144 

Advanced  Micro  Devices   9 

Aetna  Life  &  Casualty   79 

Alaska  Interstate   42 

Allied  Chemical   42 

American  Brands   136 

American  Express   144 

American  Microsystems   9 

AT&T   63,118 

Amsted   136 

Arvin  Inds   136 

Bank  of  Amerca   124 

Banque  Nationale  de  Paris   128 

Beaunit   37 

Bellemead  Development   58 

Bergen  County  Assoc   58 

Bethlehem  Steel   39,138 

Robert  Bosch   9 

Bucyrus-Erie   144 

Campbell  Inds   100 

Capital  Cities  Communications  .144 

Castle  &  Cooke   96 

Chemical  New  York   116 

Chrysler   39 

Columbia  Gas  Systems   38 

Consolidated  Natural  Gas   38 

Continental  Conveyor  & 

Equipment   136 

Core Inds   113 

Crane   42 


Daniel  Int'l   41 

Dassault   9 

Del  Monte   96 

Deluxe  Check  Printers   74 

Dow  Chemical   38,  124,  138 

Dreyfus  Liquid  Assets   134 

Eastman  Kodak   53,  138 

El  Paso  Natural  Gas   37 

Exxon   118 

FMR   134 

Federated  Securities   134 

Fidelity  Daily  Income 

Trust   134 

Fiduciary  Trust   114 

First  Nat'l  Bank  of  Chicago   37 

First  Nat'l  Boston   116 

Fluor   41 

Franklin  Life   136 

Gannett   53 

General  Foods   118 

General  Mills   118 

General  Motors   33 

Getty  Oil   136 

Halliburton   41,  136 

Harte-Hanks  Communications    .  .53 

Hartz  Mountain  Inds   58 

H.J.  Heinz   96 

Hewlett-Packard   57 

Hibernia  Bank   124 

Home  Oil   42 

Roy  M.  Huffington  43 

Hughes  Tool   144 


Hyundai   6 

Inco   138 

Intel   53 

IBM   13,140,144 

Intersil   9 

Itel  Corp   53 

J. A.  Jones  Construction   41 

JoyMfg   136 

Kansas  City  Life   136 

Kellogg   118 

Kerr-McGee   136 

Knight-Ridder   53 

Kyongnam  Construction   34 

LIN  Broadcasting   144 

Arthur  D.  Little   128 

Lombard,  Odier   116 

Lucas  Inds   9 

Lucky  Group   6 

MCA   136 

Merrill  Lynch  Ready 

Assets  Trust   134 

Mine  Safety  Appliances  120 

Mitchell  Energy  &  Dev   136 

Moet&Chandon   128 

Morgan  Guaranty  Trust   114 

New  Jersey  Zinc   36 

New  York  Times  Co   53 

North  American  Philips   136 

Northern  Telecom   9 

Northwest  Airlines   52 

Northwest  Energy   43 

Occidential  Petroleum   37 


Panasonic   59 

Parker  Drilling   136 

PepsiCo   105 

Perrier  U.S  120 

Philips  NV   9 

Plessey   13 

Portec   136 

Pullman   136 

Quaker  Oats   118 

Ralston  Purina   96 

Reading  &  Bates   136 

Reynolds  Metals   52,  53 

Samsung  Group   6 

Scudder  Managed  Reserve   134 

Seaboard  World  Airlines   90 

Siemens   9 

Siliconix   9 

Southern  California  Edison   33 

Southern  Natural  Gas   38 

Standard  Oil  (Ohio)   33 

Sumitomo  Chemical   124 

Sumitomo  Metal  Mining   9 

Superior  Oil   42,  136 

Tektronix   57 

Teledyne   138 

Templeton  Growth  Fund   35 

Tiger  Int'l   92 

Total  Petroleum  (N.  Amer.)   42 

Travelers   81 

Virginia  Int'l   42 

Weyerhaeuser   138 

Xerox   53 


Index  of  Advertisers — April  3, 1978 

□  Indicated  below  are  those  advertisers  who  will  make  additional  information  available  to  Forbes  readers  as  stated  in  their  advertisements. 
Advertisers  designated  with  a  star  *  will  provide  information  only  on  requests  including  company  name  and  job  title. 


*  ADDRESSOGRAPH  MULTIGRAPH 

CORPORATION   51 

Agency:  Campbell-Mithun,  Inc. 

AETNA  LIFE  &  CASUALTY   102-103 

Agency:  Case  &  McGrath  Inc. 

AIRBUS  INDUSTRIE  OF 

NORTH  AMERICA  INC  112 

Agency:  Wilson,  Haight  & 
Welch,  Inc. 

AIR  FRANCE   72-73 

Agency:  Kenyon  &  Eckhardt 
Inc. — C.P.V. 


ALLENDALE  INSURANCE   56 

Agency:  Horton,  Church  &  Goff,  Inc. 

AMERICAN  MUTUAL  INSURANCE 
COMPANIES   125 

Agency:  Harold  Cabot  &  Co.,  Inc. 

AMERICAN  TELEPHONE  & 

TELEGRAPH  CO  121 

Agency:  N.W.  Ayer  ABH  International 

ARMCO  STEEL  CORPORATION   98-99 

Agency:  Communication  Associates 

*  BEECH  AIRCRAFT  CORPORATION   97 

Agency:  Brewer  Advertising  Inc. 

*  BUCYRUS-ERIE  COMPANY   1 

Agency:  Hoffman.  York,  Baker  & 
Johnson,  Inc. 

A'  BUTLER  MFG.  CO  65 

Agency:  Valentine-Radford,  Inc. 


*  CANON  USA,  INC. 

COPIER  DIVISION   42-43 

Agency:  Dentsu  Corporation  of  America 

*  CESSNA  CITATION   21 

Agency:  Ogilvy  &  Mather  Inc. 

CHEMICAL  BANK   54-55 

Agency:  Marsteller  Inc. 

CHUBB  GROUP  OF 

INSURANCE  COMPANIES   119 

Agency:  Muller  Jordan  Herrick  Inc. 

CITIBANK   Back  Cover 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

□  COLT  INDUSTRIES  INC  Third  Cover 

Agency:  Marsteller  Inc. 


*  COMPUTER  CAPITAL  CORPORATION     . .  .153 

Agency:  The  Paramount  Agency  Advertising 

*  DIAMOND  INTERNATIONAL 
CORPORATION   76-77 

Agency:  Henderson,  Roll,  Friedlich  Inc. 

DILLON,  READ  &  CO.  INC  130 

Agency:  Doremus  &  Company 

*  EASTMAN  KODAK  COMPANY   3  &  71 

Agency:  J.  Walter  Thompson  Company 

□  EATON  CORPORATION   32 

Agency:  J.  Walter  Thompson  Company 

FMC  CORPORATION   Second  Cover 

Agency:  Dancer  Fitzgerald  Sample,  Inc. 

□  FIDELITY  DAILY  INCOME  TRUST   133 

Agency:  Quinn  &  Johnson,  Inc. 


□  FIDELITY  MUNICIPAL  BOND 

FUND,  INC  116 

Agency:  Quinn  &  Johnson,  Inc. 

*•  THE  FIRST  NATIONAL  BANK 

OF  BOSTON   101 

Agency:  Humphrey  Browning  MacDougall 

Inc. 

FORBES  CLASSIFIED   150-151! 

FORBES  MAGAZINE   117l 

THE  JOS.  GARNEAU  CO. 

OLD  BUSHMILLS   63 

Agency:  DKG,  Inc.  Advertising 

A-  GATES  LEARJET  CORPORATION   87 

Agency:  Sullivan  Higdon  Inc. 

□  GENERAL  CABLE  CORPORATION   75 

Agency:  Hicks  &  Greist,  Incorporated 

GENERAL  MOTORS  CORPORATION 
CHEVROLET  MOTOR  DIVISION   44 

.  Agency:  Campbell-Ewald  Company 

GENERAL  WINE  &  SPIRITS  CO. 

CHIVAS  REGAL   68 

Agency:  Doyle  Dane  Bernbach  Inc. 

□  GROW  CHEMICAL  CORPORATION   2(1 

Agency:  Kelly,  Nason  Incorporated 

HART  SCHAFFNER  &  MARX   2* 

Agency:  Hart  Services,  Inc. 


HOSPITAL  CORPORATION  OF  AMERICA  13! 

Agency:  Holder,  Kennedy,  Dye  & 
Bell  Advertising 
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□  INA  CORPORATION   110-111 

Agency:  Geer,  DuBois  Inc 
Advertising 

IRVING  TRUST  COMPANY   109 

Agency:  J.  Walter  Thompson  Company 

□  KEENE  CORPORATION   92 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

LIGGETT  GROUP   53 

Agency:  Berger  Stone  &  Ratner, 
Inc.  Advertising 

MARINE  MIDLAND  BANK   19 

Agency:  Benton  &  Bowles,  Inc. 

□  MARSH  &  McLENNAN 
INCORPORATED   88-89 

Agency:  J.  Walter  Thompson  Company 

*  MARYLAND  PROPERTIES,  INC  90 

Agency:  VanSant,  Dugdale&Co.,  Inc. 

MERCEDES-BENZ  OF 

NORTH  AMERICA,  INC  22-23 

Agency:  Ogilvy  &  Mather  Inc. 


.94-95 


MERRILL  LYNCH  CAPITAL 
MARKETS  GROUP   

Agency:  Ogilvy  &  Mather  Inc. 


*  MIAMI  LAKES  PROPERTIES,  INC  153 

Agency:  Samuel  B.  Crispin  &  Associates, 


NCR  CORPORATION   78 

Agency:  Worldwide  Advertising  Associates 

NATIONAL  BANK  OF 

NORTH  AMERICA   80 

Agency:  Hicks  &  Greist,  Incorporated 

NORDDEUTSCHE  LANDESBANK   93 

Agency:  Publicitas  GMBH 

NORTH  AMERICAN  ROYALTIES,  INC.  90 

Agency:  Power  &  Condon,  Advertising 

NORTHERN  NATURAL  GAS  COMPANY  91 

Agency:  Bozell  &  Jacobs,  Inc. 


.139 


PACCAR  INC  

Agency:  Chiat/Day  Inc. 

PAN  AMERICAN  WORLD 
AIRWAYS  INC  

Agency:  Ally  &  Gargano,  Inc. 


PITNEY  BOWES   17 

Agency:  deGarmo  Inc.  Advertising 

PLAYBOY  MAGAZINE   141 

Agency:  Epstein,  Raboy  Advertising  Inc. 

ROWE  PRICE  TAX-FREE  INCOME  FUND  142 

Agency:  Richardson,  Myers  &  Donofrio,  Inc. 

RANDUSTRIAL  CORPORATION   20 

Agency:  Mt.  Pleasant  Advertising,  Inc. 

REED  SHAW  STENHOUSE   16 

Agency:  Richard  A.  Kaseler  Advertising 

REXNORD  INC  10  thru  13 

Agency:  Y&R/Buchen,  Reincke,  Inc. 


C    ROLLS-ROYCE  MOTORS  INC  66-67 

Agency:  IMS  Media  Inc. 

□  ROYAL  CROWN  COMPANIES,  INC  84 

Agency:  Glenn,  Bozell  &  Jacobs,  Inc. 


.61 


ST.  PAUL  FIRE  &  MARINE 
INSURANCE  COMPANY   

Agency:  Campbell-Mithun,  Inc. 


SATURDAY  REVIEW   145-146-147 

Agency:  Garmise  Advertising,  Inc. 

*  SAVIN  BUSINESS  MACHINES 
CORPORATION   7 

Agency:  Wells,  Rich,  Greene,  Inc. 

□  SCUDDER,  STEVENS  &  CLARK   143 

Agency:  Hill,  Holliday,  Connors, 
Cosmopulos,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  CROWN  ROYAL)   29 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 

□  THE  SIGNAL  COMPANIES   81-83-85 

Agency:  J.  Walter  Thompson  Company 

□  THE  SINGER  COMPANY   14-15 

Agency:  Young  &  Rubicam  Inc. 

*  STATE  OF  COLORADO,  DEPARTMENT 

OF  COMMUNITY  DEVELOPMENT   114 

Agency:  Frye-Sills,  Inc. 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  PuDlications,  Inc.  126-127 

Agency:  N.W.  Ayer  ABH  International 

*  TAMPA,  COMMITTEE  OF  100   18 

Agency:  Ensslin  Advertising  Agency,  Inc. 

□  TENNECO  INC  122-123 

Agency:  Bozell  &  Jacobs,  Inc. 

□  TEXTRON  INC  129 

Agency:  J.  Walter  Thompson  Company 

*  TIME  MAGAZINE   115 


TRANSAMERICA  CORPORATION   149 

Agency:  Hoefer,  Dieterich  & 
Brown,  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY   137 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

THE  WARNER  &  SWASEY  COMPANY      ...  104 

Agency:  The  Griswold-Eshleman  Company 

I  WESTERN  UNION  CORPORATION   4-5 

Agency:  Ries  Cappiello  Colwell,  Inc. 

WESTINGHOUSE  ELECTRIC 

CORPORATION   30-31 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4  95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


WORK  IN  THE 
PARK  INSTEAD 
OF  THE  JUNGLE. 


Fed  up  with  the  problems  associated  with  many 
traditional  business  and  industrial  locations? 
Consider  moving  your  business  to  the  office/ 
industrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Int'l  Airport, 
between  Dade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


MllLA 

14340  N.W.  60  Ave.,  Miami  Lakes,  Fla.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc. 
Registered  Real  Estate  Broker 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  lor  executive  type  person,  R.E.  Ins. 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

Fo(  detail*  write  giving  phone  no.  to 

OR  Call  Mr.  Vander:  (213)  463-4841 

Oepl  5,  Computer  Capital  Corp, 
6922  Hollywood  Blvd  .  Loi  Angeles.  Call)  90028 
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■  on  the 

OUghtS  .  .  .  Business  of  Life 


The  health  of  nations  is  more 
important  than  the  wealth  of  nations. 
Will  Durant 


Protect  your  health.  Without  it 
you  face  a  serious  handicap  for 
success  and  happiness. 
Harry  F.  Banks 


There  is  a  limit  to  the  best  of  health; 
disease  is  always  a  near  neighbor. 
Aeschylus 


The  unfortunate  thing  about  this 
world  is  that  good  habits  are  so 
much  easier  to  give  up  than  bad  ones. 
Somerset  Maugham 


I  count  him  braver  who  overcomes  his 
desires  than  him  who  conquers 
his  enemies;  for  the  hardest  victory 
is  the  victory  over  self. 
Aristotle 


The  desire  to  take  medicine  is 
perhaps  the  greatest  feature  that 
distinguishes  man  from  animals. 
William  Osler 


The  nature  of  man  is  always  the  same; 
it  is  their  habits  that  separate  them. 
Confucius 


The  master  proves  himself 
in  recognizing  his  limitations. 
Goethe 


The  sound  body  is  the 
product  of  the  sound  mind. 
George  Bernard  Shaw 


Pay  strict  attention  to  the  little 
things  and  you'll  have  no  big 
things  to  worry  about. 
William  Feather 


A  feeble  body  weakens  the  mind. 
Jean-Jacques  Rousseau 


A  good  man  therefore  is 
a  standing  lesson  to  us  all. 
Henry  Fielding 


To  stay  young  requires  unceasing 
cultivation  of  the  ability 
to  unlearn  old  falsehoods. 
Robert  Heinlein 


Have  as  much  good  nature  as  good  sense 
since  they  generally  are  companions. 
William  Wycherly 


He  who  would  pass  the  declining 
years  of  his  life  with  honor  and 
comfort  should,  when  young,  consider 
diat  he  may  one  day  become  old,  and 
remember,  when  he  is  old,  that 
he  has  once  been  young. 
Joseph  Addison 


Years  may  wrinkle  the  skin,  but 

to  give  up  interest  wrinkles  the  soul. 

Douglas  MacArthur 


Exercise  self-control,  self-reliance, 
unselfishness  and  pay  such  attention 
to  habits  that  you  won't  have  to 
worry  overmuch  about  health. 
B.C.  Forbes 


The  thorns  which  I  have  reap'd  are 
of  the  tree  I  planted;  they 
have  torn  me,  and  I  bleed. 
Byron 


...  I  think  there  is  some  virtue  in 
eagerness,  whether  its  object  prove 
true  or  false.  How  utterly  dull  would 
be  a  wholly  prudent  man.  .  .  ! 
Aldo  Leopold 


What  have  I  gained  by  health? 
Intolerable  dullness.  What  by 
moderate  meals?  A  total  blank. 
Charles  Lamb 


The  mind  may  undoubtedly  affect  the 
body;  but  the  body  also  affects  the 
mind.  There  is  a  reaction  between 
them;  and  by  lessening  it  on  either 
side,  you  diminish  the  pain  on  both. 
Leigh  Hunt 


A  healthy  body  is  a  guest-chamber  for 
the  soul;  a  sick  body  is  a  prison. 
Francis  Bacon 


The  world  and  the  human  condition 
are  not  essentially  benign. 
Ivan  Morris 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc. ,  60  Fifth  Avenue,  New 
York,  NY.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Russell  K  White,  Ronawanda,  N.Y. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Bless  them  which  persecute  you.  bless 
and  curse  not.  Rejoice  with  them  that  dt 
rejoice,  and  weep  with  them  that  weep. 
Romans  12:14,  15 
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To  help  fulfill  the  financing 
needs  of  a  company  like 
International  Harvester,  a  man 
must  be  a  true  global  manager. 


His  banker  must  be  the  same 


Frank  R.  Milnor.  Vice  President  and  Treasurer, 
International  Harvester  Company. 


William  D.  Baird,  Jr..  Vice  President.  Chemical  Banl 
Photographed  in  Florida  crop  beds  prepared  by  International  1086  tractd 


Since  1851,  International  Harvester 
has  been  a  vital  force  in  world  markets. 

Today,  with  new  growth  opportunities 
overseas,  the  company  has  re-focused 
on  the  international  scene. 

To  help  direct  the  financing  and 
financial  services  required, Vice  Presi- 
dent and  Treasurer  Frank  Milnor  has 
to  be  as  multinational  minded  as  his 
company. 

So  must  hisChemical  Banker,  Denny 
Baird. 

International  Harvester  employs 
many  financial  institutions.  But  the 


IH-Chemical  Bank  relationship  has 
been  buttressed  by  the  fact  that  both 
enjoy  a  strong  physical  presence 
throughout  the  world. 

So  when  Milnor  and  his  team  saw  an 
overseas  need,  Baird  and  his  team 
could  provide  quick  response.  With 
financing  for  IH's  exports  to  Iran, 
Colombia,  Turkey  and  Venezuela.  With 
lines  of  credit  for  IH's  subsidiaries  in 
Canada  and  the  U.K.  And  with  foreign 
exchange  assistance  out  of  Chemical 
Bank's  Zurich  office. 

At  the  same  time,  domestic  needs 


haven't  been  neglected.  Recently, 
competitive  pricing  and  fast  turn- 
around have  helped  Baird  furnish  a 
multimillion  dollar  financing  package 
for  the  International  Harvester  Credit 
Corporation. 

While  theirs  is  a  professional  rela- 
tionship, Milnorand  Baird  will  tell  yoi 
that  it's  also  personal  and  rewarding. 
That's  what  usually  happens  when 
corporate  officers  get  together  with 
Chemical  bankers.  And  what  results  i 
bottom  line  benefits  for  both  the 
company  and  the  bank. 


ChemigalBarm 

Main  Office:  20  Pine  Street.  New  York,  New  York  10005.  Abidjan.  Bahrain.  Beirut.  Birmingham.  Bogota,  Brussels,  Buenos  Aires,  Cairo, 
Caracas,  Channel  Islands,  Chicago,  Dubai,  Edinburgh.  Frankfurt,  Hong  Kong.  Jakarta,  London.  Madrid.  Manila.  Mexico  City.  Milan,  Monroid 
Nassau,  Pans.  Rio  de  Janeiro.  Rome,  San  Francisco,  Sao  Paulo,  Singapore.  Sydney.  Taipei,  Tehran,  Tokyo.  Toronto.  Vienna.  Zurich. 


STEADY  AHEAD. 


With  one  of  the  most  modern  and  efficient  fleets 
afloat,  OSG  transports  grain,  oil,  iron  ore,  coal  and  other 
bulk  commodities  to  ports  around  the  globe. 

OSG  is  the  only  public  company  engaged  exclu- 
sively in  bulk  shipping  in  both  the  U.S.  and  worldwide 
markets. 

Since  1970,  net  operating  earnings  per  share  have 
grown  at  a  compounded  rate  exceeding  20%  annually. 
Our  ability  to  sustain  a  steady  growth  in  earnings 


has  been  due  primarily  to  a  chartering  policy  strongly 
favoring  medium-  and  long-term  contracts,  and  to  con- 
tinuing fleet  expansion.  Over  the  past  seven  years,  our 
fleet  has  increased  from  slightly  over  one  million  to  al- 
most five  million  deadweight  tons. 

We  would  be  pleased  to  send  you  a  copy  of  our 
1977  Annual  Report  containing  a  description  of  our  in- 
dustry and  detailing  the  results  of  our  operations. 


Growth  of  OSG  Fleet 

MILLIONS  OF  DEADWEIGHT  TONS 


Shareholders'  Equity 

MILLIONS  $ 
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The  Company's  return  on  average  stockholders'  equity  has 
approximated  20%  annually  over  the  period. 


Overseas  Shipholding  Group,  Inc. 


The  Bulk  Shipping  Company 


New  York  Stock  Exchange  Symbol:  OSG 


1114  Avenue  of  the  Americas.  New  York,  N  Y  10036/Tel  (212)869-1222 
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Delta  is  an  air  line  run  by  professionals.  Like 
Bianca  Bohrer,  Senior  Customer  Services  Agent 
uid  a  nine-year  Delta  veteran. 

Bianca  hasn't  met  the  ticket,  fare  or  baggage 
problem  that  she  can't  handle.  But  what  she 
mjoys  most  is  talking  with  the  hundreds  of 
passengers  she  meets  each  day.  And  she  can  talk  with 
hem  in  English,  French,  Italian,  Spanish,  Portuguese  and 
Arabic.  Bianca  speaks  a  universal  language,  too,  with  her  warm  voice 
ind  friendly  smile. 

You  see,  when  it  comes  to  people,  Bianca  Bohrer  couldnt  care  more. 
ind  that  goes  for  all  30,000  Delta  professionals. 

Delta  is  ready  when  you  are. 


Is  your 
paperwork  working 
you  overtime? 


Kodak  microfilm  can  take  a  lot  of  the  work 
out  of  the  paperwork  around  your  overweight 
office.  How?  By  reducing  the  amount  of  paper- 
work itself,  and  by  reducing  overall  paper- 
handling  costs  substantially. 

We  realize  that  a  modern  office  can't  func- 
tion without  its  minimum  daily  requirement  of 
paper.  But  adding  more  paperjust  means  adding 
more  flab  to  filing  systems.  And  a  flabby  filing  sys- 
tem means  more  time  spent  filing,  retrieving,  and 
sometimes  misfilinq  important  documents. 


That's  why  you  should  look  into  the 
Kodak  Reducing  Plan.  It  can  cut  down  your 
paper  intake  and  reduce  paper-handling  costs. 
How?  Through  microfilming,  a  key  element  in 
the  Kodak  Reducing  Plan. 

Of  course,  like  all  reducing  plans,  ours 
requires  a  little  willpower.  Like  taking  time  out 
right  now  to  clip  the  coupon.  Want  to  get  your 
office  back  into  fighting  trim?  The 
first  place  to  start  cutting  is  right  vfM 
here  on  this  page.  K!^H 


The  Reducing  Plan 

Kodak  microfilm 

Eastman  Kodak  Company 
Department  DP8533 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 
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Dawn  Over  The  Nile 


Preparing  for  their  interview  with 
Egyptian  President  Anwar  el-Sadat 
{see  p.  34),  Forres  Editor  James  Mi- 
chaels and  Dr.  Yassin  El-Ayouty,  edi- 
torial consultant  to  our  annual 
Forbes  in  Arabic,  spent  a  week  in 
Cairo.  Out  of  politeness,  Michaels  re- 
ports, he  accepted  an  invitation  to  sit 
through  a  musical  play — in  Arabic — 
on  the  history  of  Egypt  from  the  pha- 
raohs  to  Sadat.  Not  surprisingly  the 
play  lasted  four  hours.  As  patience 
often  is  in  Egypt,  Michaels'  endur- 
ance was  rewarded  in  the  final  scene. 
A  chorus  of  young  ladies  in  traditional 
costumes  danced  with  young  men  in 


rather  of  a  "Palestinian  entity"  linked 
to  Jordan.  At  least  two  prominent 
Egyptians  told  Michaels  that  PLO 
leaders  were  personally  profiting 
from  the  belligerent  status  quo,  that 
Saudi  money  intended  for  the  PLO 
ends  up  in  Swiss  bank  accounts.  Such 
talk  shows  which  way  the  political 
wind  is  blowing. 

Michaels  asked  Egypt's  most  fam- 
ous editor,  Mustafa  Amin  of  Akhbar 
el-Yorh,  about  the  recent  article  Amin 
wrote  calling  Israeli  Prime  Minister 
Menaehem  Begin  "shylock"  which 
elicited  such  a  protest  from  Begin.  "I 
meant  it,"  Amin  said.  "I  felt  Begin 


Dialog:  Editor  Michaels  with  President  Sadat  in  Cairo. 


paratroop  camouflage  uniforms,  and 
they  all  sang  "We  Shall  Return."  Re- 
turn to  where?  Michaels  asked  some 
Egyptian  companions  and  he  was 
told,  to  Sinai.  The  audience  applaud- 
ed loudly.  It  had  not  missed  the  sub- 
tlety. Pointedly  there  had  been  no 
mention  of  returning  to  Jerusalem,  or 
to  Palestine,  but  only  to  lost  Egyptian 
territory. 

That's  the  mood  in  Cairo  these 
days,  Michaels  says.  They  call  it 
"Egypt  first."  While  he  was  there, 
the  Israeli  army  was  pummeling  the 
Palestine  Liberation  Organization 
forces  in  southern  Lebanon.  Al- 
though no  Egyptian  would  say  so,  an 
outsider  got  the  feeling  that  Cairenes 
were  not  dismayed  that  the  Israelis 
were  doing  what  the  Arabs  couldn't 
quite  bring  themselves  to  do:  cutting 
the  Palestinian  extremists  down  to 
size.  Most  of  the  talk  in  Cairo  was  not 
of  a  separate  Palestinian  state  but 


was  taking  a  piece  of  my  flesh  when 
he  talked  of  settlements  in  Sinai.  "  But 
then  Amin  went  on  to  say  that  he 
would  welcome  Israeli  businessmen 
in  Egypt  and  recalled  how,  prior  to 
1948,  Jews  had  played  a  big  role  in 
Egypt's  economic  and  political  life. 

For  visitors  to  Cairo,  Michaels  has 
two  pieces  of  advice:  "One,  before 
going  be  sure  to  read  the  fascinating 
autobiography  of  Sadat,  just  published 
in  the  U.S.  by  Harper  &  Row;  and, 
two,  be  prepared  for  the  fact  that 
Egyptians  are  great'talkers.  As  to  the 
latter,  a  former  cabinet  minister  came 
to  see  us  at  our  hotel  at  10  p.m.  after  a 
long  day  at  his  medical  clinic.  When 
we  finally  escorted  him  to  the  eleva- 
tor, dawn  was  breaking  over  the  Nile. 
I  glanced  at  my  watch.  It  was  5  a.m. 
Dr.  Mahmoud  Mahfouz  had  spoken  so 
eloquently  of  Egypt  and  the  world  that 
Yassin  and  I  hadn't  realized  we'd  been 
talking  for  seven  straight  hours."  ■ 
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REYNOlOS  TOBACCO  CO 


"Smoking. 
Here's  what  Fm 


doing  about  it." 


"I  like  the  taste  of  a 
ood  cigarette  and  1 
don't  intend  to  settle 
or  less.  But  like  a  lot 
:>f  people  I'm  also 
aware  of  what's  being 
;aid.  And  like  a  lot  of 
people  I  began  search-  1 
ng  for  a  cigarette  that 
:ould  give  me  the  taste 
like  with  less  tar. 

"I  thought  there 
would  be  a  lot  of  brands 
o  choose  from.  There  were. 
Jntil  I  tasted  them.  Then  I 
cnew  there  was  no  choice  at 
ill.  I  either  had  to  stay  with  my 
ligh-tar  cigarettes.  Or  suck  air. 

"Then  I  found  Vantage.  It's 
ivery thing  the  ads  say  it  is.  A 
igarette  that  doesn't  give  you  just  a 
ot  of  promises.  What  it  really  gives  is 


a  lot  of  taste.  And 
with  much  less  tar 
than  what  I'd 
smoked  before. 

"What  am  I 
doing  about  smok- 
ing? I'm  smoking 
Vantage." 

$ •  M  ■  CLrvpJt^ 

G  S.  Cooper  f 
Edmonds,  Washington 


tegular;  Menthol, 
and  Vantage  100 


Vantage,  A  lot  of  taste  without  a  lot  of  tar. 


Warning  -  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 

MENTHOL:  11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


Trends 


Edited  by  JOHN  A.  CONWAY 


Do  We  Need  Energy  Rules? 

While  the  chances  for  any  comprehen- 
sive U.S.  energy  program  keep  fading 
amid  clouds  of  congressional  and  White 
House  wrangling,  the  economy  could  be 
on  the  way  to  solving  the  problem  by 
itself  in  response  to  the  huge  OPEC 
price  boosts.  In  a  tare  consensus,  econo- 
mists— at  least  those  who  follow  the  oil 
business — are  beginning  to  reach  that 
conclusion.  Oil  imports  have  been  mov- 
ing downward  and  are  now  below  year- 
ago  levels  for  the  first  time  in  2Vi  years 
(less  than  8  million  barrels  a  day  at  the 
end  of  1977  vs.  9.7  million  a  day  in  the 
previous  February).  At  the  same  time, 
domestic  production,  long  in  the  dol- 
drums, is  on  the  rise.  More  important. 
Manufacturers  Hanover  Trust  analyst  Ir- 
win L.  Kellner  notes,  this  is  happening 
while  the  economy  is  showing  real 
growth.  Between  1972  and  1977,  he 
says,  gross  national  product,  in  real 
terms,  rose  almost  13.5%;  oil  consump- 
tion increased  a  little  more  than  4%. 
Kellner  also  sees  evidence  of  a  drop  in 
consumption,  pointing  out  that  the  U.S. 
was  burning  19  million  barrels  of  oil  daily 
at  the  end  of  1977,  5%  below  the  20.5- 
million -barrel  rate  of  December  1976. 
The  November  figures  also  showed  a 
year-to-year  decline.  Granting  that  two 
months  is  probably  too  short  a  stretch  to 
be  conclusive,  Kellner  argues  that  the 
larger,  long  range  comparison  of  oil  use 
with  GNP  growth  bolsters  the  conclu- 
sion that  U.S.  industry  is  working  out 
the  oil  problem  l>\  itsel!  and  that  the 
absence  of  a  government  program  is 
probably  helping  the  process. 

The  Military  Dollar 

What  the  collapse  of  the  dollar  is  doing 
to  U.S.  spending  overseas  was  graphical- 
ly demonstrated  in  one  recent  request 
sent  up  from  the  Pentagon  to  Capitol 
Hill.  With  the  deutsche  mark  soaring 
against  the  dollar,  the  brass  told  Con- 
gress, the  armed  forces  need  an  extra 
$187  million — and  immediately — to 
meet  bills  for  local  labor,  materials  and 
services  in  West  Germany.  And  while 
asking  for  a  supplemental  appropriation, 
the  Pentagon's  spokesman  made  it  clear 
that  this  $187  million  was  just  for 
openei  s. 

Business  As  Usual 

Despite  the  fact  that  they  have  been 
fighting  a  two-front  war — against  Soma- 
lian  guerrillas  in  the  Ogaden  Desert  and 
against  home-grown  rebels  in  Eritrea — 
Ethiopia's  military  rulers  haven't  been 
neglecting  their  civilian  business.  The 
Addis  Ababa  government  has  been  talk- 


ing to  Boeing  Co.  about  buying  two  new 
727  jetliners  for  $42  million,  with  a  30% 
down  payment.  The  Ethiopians  have 
also  discussed  picking  up  two  more  727s 
in  1980  and,  possibly,  a  wide-bodied  jet 
by  1984.  Addis  Ababa  apparently  has 
chosen  to  ignore  the  transport  aircraft 
offered  by  its  Soviet  allies,  though  the 
regime  has  allowed  the  Kremlin  to  com- 
pletely rearm  Ethiopian  forces  for  the 
current  wars. 

Money  For  Muscles 

That  big  plan  to  get  U.S.  business  to 
help  finance  American  athletes  for  future 
Olympic  Games  seems  to  be  stuck  in  the 
starting  blocks.  U.S.  competitors  have 
always  been  strapped  to  meet  training 
and  other  expenses  bec  ause  of  American 
SCruples  about  keeping  athletes  simon- 
pure  amateurs,  a  condition  largely  ig- 
nored by  many  other  countries.  The  tabs 
run  high.  Dorothy  Hainill,  the  1976  fig- 


Olympic  Victory:  The  prices  are  high. 

ure-skating  Olympic  champion,  esti- 
mates that  her  pare  nts  spent  $15,000  a 

j  e  n  to  get  her  ready  for  the  ( James.  U.S. 
business  was  invited  into  the  act  w  hen  the 
international  Olympic  Committee  re- 
laved  its  rules  about  letting  companies 
provide  jobs  for  Olympic  hopefuls.  Can- 
teen Corp.  President  Howard  Miller, 
who  is  spearheading  the  U.S.  program, 
thinks  it  is  "the  only  logical  system  for 
mustering  the  full  potential"  of  U.S.  ama- 
teurs against  government-subsidized  for- 


eign competitors.  To  find  jobs.  Miller 
canvassed  some  7(X)  companies,  and  40% 
responded.  Solar,  however,  only  59  have 
actually  joined  up,  and  24  would-be 
Olympians  have  jobs  in  firms  ranging 
from  banks  to  airlines.  Sixty-five  more 
have  applied  for  posts  with  another  35 
companies.  But  Miller  is  laps  away  from 
success,  even  though  he  feels  that,  as 
1980  grows  nearer,  response  will  increase 
substantially.  It  had  better.  The  U.S. 
expects  to  field  150  men  and  women  for 
the  1980  Winter  Games  at  Lake  Placid, 
NY.  and  another  470  for  the  big  summer 
show  in  Moscow  that  year. 

Bases  And  Ballots 

Businesses  and  communities  whose 
economies  depend  heavily  on  nearby 
military  bases  could  be  getting  some 
good  news  from  the  White  House.  Al- 
though the  Pentagon's  budget  brigade 
has  been  busy  drawing  up  lists  of  surplus 
military  installations,  three  top  advisers 
to  President  Carter,  domestic  affairs 
honcho  Stuart  Eizenstat,  Press  Secretary 
Jody  Powell  and  aide-of-all-trades  Ham- 
ilton Jordan,  have  collaborated  on  a  spe- 
cial one-page  memorandum  to  the  <  !om- 
mander-in-Chief.  It  urges  that  base 
closings  be  avoided — at  least  until  the 
November  ballots  are  counted. 

Moscow's  Money 

The  Kremlin's  money  managers  still 
have  their  hands  full  with  Russia's  hard- 
currency  problems,  according  to  a  new 
report  from  U.S.  analysts.  To  stern  the 
loss  of  foreign  exchange,  the  U.S.S.B. 
has  chopped  its  hard-money  trade  from 
$6.3  billion  in  1975  to  $4  billion  in  1977 
Even  with  the  cuts,  however,  Russia's 
e  xternal  debt  stood  at  $16  billion  at  the 
end  of  last  year,  and  the  country'  s  debt- 
service  expense  was  running  at  $3.5  bil- 
lion annually.  To  help  ease  the  strain  audi 
earn  badly  needed  foreign  exchange 
Moscow  also  sold  off  300  metric  tons  of 
gold  last  year. 

The  Mysterious  East 

\jk  rati  salesmen  and  intelligence  ex- 
perts alike  are  amazed  at  Peking  s  con- 
tinued and  growing  interest  in  new  com- 
mercial planes.  During  the  past  half- 
dozen  years,  the  Chinese  have  spent 
$750  million  on  new  planes,  parts  and 
traffic  control  equipment,  until  the>  now 
boast  a  fleet  of  more  than  400,  a  mixea 
bag  of  Russian,  British  and  American  jets 
(including  ten  Boeing  707s),  turboprops 
and  330-odd  piston  craft.  And  they  arc 
still  shopping.  Recently,  Chinese  avi 
ation  officials  have  looked  over  the 
French  German-Spanish  wide-bodi« 
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Kyou  re  not  using  Phone-Power 
i  your  business,  then  it's  time  to  take 
another  look  at  your  telephone. 


trn  from  the  Bell 
tern  how  the  skillful 
of  your  phone  can 
rease  your  profits, 
k  to  us  today. 

ie-Power  has  been  developed 
lp  you  cope  with  the  high 
of  doing  business  today— 
igh  the  expanded  use  of  your 
lone. 

to  a  Bell  Account  Represen- 
;  and  find  out  about  our  ad- 
ed  and  tested  techniques, 
lar§i  can  make  your  phone  an  inval- 
marketing  tool— to  Open  New 
unts— to  Sell  Existing  Custom- 
o  Collect  Overdue  Accounts— to 
le   Inquiries— the  Phone-Power 


your  phone  to 
1  New  Accounts. 


e-Power  can  be  used  to  expand 
market  coverage,  or  extend  the 
ory  you  now  cover— at  a  fraction 
j  jr  present  sales  costs. 

i  work  in  conjunction  with  your 
tising  efforts  to  screen  a  pros- 
interest. 

firms  reactivate  old  customers 
into  business- 
prod  u  c  i  n  g 
accounts 
through 
Phone-Power. 
A  phone  call 
effectively 
made  can  bind 
new  business 
relationships 
as  well  as  a 
handshake 
—and  it  costs 
you  far  less 
than  a  sales- 
person's visit. 

;ct  from  your  Overdue 
unts  by  phone. 

cessful  are  our  techniques,  that 
companies  specializing  in  col- 
g  overdue  accounts  are  using 
Power. 


If  you  have  a 
problem  with 
overdue  ac- 
counts, learn 
from  a  Bell 
Account  Rep- 
resentative 
how  Phone- 
Power,  used 
effectively, 
can  help  im- 
prove your 
cash  flow  by 
bringing  ac- 
counts up-to- 
date— without  losing  your  customers' 
good  will. 

Sell  by  phone  to  your 
Existing  Accounts. 

Your  existing 
accounts  are 
important  to 
your  busi- 
ness, because 
they're  your 
bread  -  and  - 
butter  ac- 
counts. Now 
there's  a  way 
to  make  them 
even  more 
profitable.  By 
using  Phone- 
Power  and 
Customer- 
Cycling.  That  way  you  schedule  calls 
when  customers  are  ready  to  place  an 
order. 

When  Phone-Power  is  used  effectively 
in  conjunction  with  your  outside  sales 
force—you  can  sell  to  your  existing  ac- 
counts at  a  fraction  of  your  present 
sales  costs.  In  only  a  fraction  of  the 
time. 

Handle  Inquiries  by  phone. 

Phone-Power  can  help  improve  your 
firm's  sales— and  profits. 

Trained  salespeople  can  use  Phone- 
Power  techniques  to  qualify  and  handle 
inquiries— before  you  invest  good  mon- 
ey in  an  in-person  follow-up.  In  some 
cases,  inquiries  can  be  turned  into 
immediate  sales  by  phone. 


And  Phone- 
Power  can 
give  your 
company  the 
capability  of 
capitalizing 
on  a  pros- 
pect's  interest 
and  need  im- 
mediately 
—when  he  or 
she  is  most 
receptive  to 
your  offer. 


Find  out  how 

Phone-Power  can  serve  you. 

Let  the  Bell  System  show  you  how  Phone- 
Power  services  can  be  tailored  to  your 
business  needs. 

There's  no  obligation  of  course. 
Simply  call  us  direct— toll-free- 
right  now! 

800-821-2121 

(except  in  Alaska  or  Hawaii) 
In  Missouri  call  800-892-2121 

Or,  if  you  prefer,  just  complete  and 
mail  the  card  or  coupon  below. 

The  system 
is  the  solution. 


^Bell  System  Sales  Center  034 -047*1 

811  Main  Street 
Kansas  City,  Missouri  64141 

Yes!  I'm  interested. 

Tell  me-without  any  obligation  on  my  part -how 
Phone-Power  can  be  used. . . 

□  to  Open  New  Accounts 

□  to  Collect  Overdue  Accounts 

□  to  Sell  Existing  Customers 
I  J  to  Handle  Inquiries 


Name- 
Title 


Company 
Address  _ 
City  


_Zip 


Area  t  <»!c- 


-State   

.Business  Phone  No. 


Bell  System 


MOVE  UP  FOR  $144. 

Concorde 
Class. 

Just  $144  makes  the  difference  between  First  Class  and  Concorde 
Class.  For  $144  more  than  First  Class  airfare,  you  can  reach  London 
in  half  the  time— 3V2  hours.  And  no  one  knows  better  than  you  that 

time  is  money. 


Never  before  could  you  make  same  day 
connections  from  over  80  U.S.  cities  to 
New  York  or  Washington  and  then 
on  to  London.  The  British  Air- 
ways Concorde  leaves  from 
n      ^    our   own   terminal  at 
*c    JFK    every    day  at 
x    12:15  p.m.  From  Wash- 
ington's Dulles  Airport  3  times  a 
week  (fare  slightly  higher). 

Move  up  to  Concorde  Class — ten 
miles  up.  Call  your  Travel  Agent  or 
Transportation  Department.  And 
get  there  in  half  the  time — at 
twice  the  speed  of  sound. 

Fare  subject  to  government  approval 


British 
airways 


We'll  take  good  care  of  you. 


V-LINE  CLOTHES 

(One  of  the  great  After  Six  Brands.) 

Are  you  a  man  or  a  super-man?  If  you're  a 
super-man,  one  of  bigger  dimensions  who  needs 
bigger  than  average  sizes,  take  heart.  No  longer 
do  you  have  to  choose  from  a  pitifully  small 
selection.  No  longer  do  you  have  to  settle  for  dull, 
drab  suits  or  sportcoats  devoid  of  fashion  flair, 
lust  tell  your  retailer  you  want  to  see  the  fine  clothes 
tailored  by  V-Line.  Like  this  "Porter,"  a  graceful, 
three-piece  wool  blend  suit  in  navy,  grey  or  brown. 
And  don't  take  "no"  for  an  answer.  After  all,  who's 
going  to  argue  with  a  guy  your  size. 
See  it  at  fine  stores  everywhere.  For  the  name  of 
one  near  you,  write  to  640  No.  Broad  Street, 
Philadelphia,  Pa.  19130. 

V  LINE  CLOTHES/ A  DIVISION  OF  AFTER  SIX.  INC 


Trends  

A-300  Airbus,  more  Boeings,  the  Mc- 
Donnell  Douglas  DC-9  and  even  Lear 
executive  jets.  Peking  also  has  unused 
options  on  three  supersonic  Concordes. 
The  puzzling  aspect  of  all  this  is  that  by 
Western  standards  Peking's  present 
commercial  fleet  is  already  badly  under- 
used, flying  only  about  350  domestic 
flights  weekly  on  120  routes.  A  one- 
plane-to-one-route  ratio  is  outrageously 
uneconomical  by  big-time  airline  stan- 
dards. One  line  of  speculation  is  that 
China,  now  served  In  nine  foreign  carri- 
ers, may  be  thinking  of  moving  into 
more  international  competition. 

Russia's  Big  Rigs 

With  several  hundred  million  dollars 
worth  of  U.S.  European  and  Japanese 
machinery  now  in  place  and  more  to 
come,  the  Soviet  Union  is  finally  moving 
into  high  gear  with  its  huge  truck  and 
engine  complex  on  the  Kama  River,  5.50 
miles  east  of  Moscow.  Last  year  s  output 


Highway-Bound:  New  Russian  trur  ks 
roll  out  of  the  Kama  River  complex. 


for  "Kamaz,"  as  the  Russians  call  it,  ran 
to  22,000  eight-ton  trucks,  according  to 
U.S.  .intelligence  estimates.  For  1978, 
Kamaz  is  slated  to  turn  out  40,000  vehi- 
cles, 110,000  annually  by  1980  and  the 
final  planning  goal  of  150, 000  trucks  and 
250, 000  diesel  engines  a  year  by  1983. 
(U.S.  analysts,  however,  are  skeptical 
about  these  last  projections.)  By  com- 
parison. General  Motors'  coach  and 
truck  division  produced  54, 000  medium 
and  heavy  vehicles  during  the  1977  mod- 
el year  and  Ford's  showcase  plant  in 
Louisville,  Ky.  rolled  out  about  100,000 
medium  and  heavy-duty  vehicles  during 
the  yeai  ■ 
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"When  I  help  get  your 
injured  workers  back  to  work, 

I  help  keep 
your  business 
healthy." 


"I'm  a  nurse.  Not  a  conventional 
nurse,  but  one  of  the  more  than  100 
rehabilitation  nurses  who  work 
for  Liberty  Mutual.  And.  to  a 
Workers  Compensation  Insura 


"When  one  of  our  pc 
employees  is  seriously  injure< 
the  hospital,  the  doctors,  the 
the  worker  s  company,  the 
It  s  my  job  to  help  hirr 
— and  get  back  to  a  life 

"When  I  help  getav 
employee  back  on  the 

-\no  qooq  Tor  int 

"For  more  informat 
cjt free  booklet  The 


Write  U 
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LIBERTY 
MUTUAL 

Where  you  deal  direct. 


V 


uua.  rs-ra-ce  .To-  ca-.  _  ce-r>          He  Insurance  Company  .:•  Luercy  Lfe  Assu 


rva^  rf  rvrs&r-  Hr-«e  Dree  3rs3cr  f  '  ?~5 


Connecticut  has  it,  the 
kind  that  attracts  and  keeps 
the  people  you  need. 

For  half  a  century  disin- 
terested national  studies 
have  given  life  in  Connecticut 
the  best  possible  marks. 

Scenic  villages,  sophisti- 
cated cities,  year-round 
recreation,  cultural  resources, 
a  wealth  of  educational 
opportunities,  modern  com- 
munity services — all  pack- 
aged in  a  timeless  New 
England  setting. 

To  find  out  more  about 
Connecticut's  locational 
advantages,  contact,  in 
confidence,  Commissioner 
Ed  Stockton,  Connecticut 
Department  of  Commerce, 
Suite  621,  210  Washington 
St.,  Hartford.  CT  06106. 
Or  call  203/566-5037. 

CONNECTICUT 

attracts 


Follow-through 


Score  One  For  Art  Deco 

The  gleaming  spire  that  automobile 
mogul  Walter  P.  Chrysler  built  in  1930 
in  midtown  Manhattan  seemed  headed 
for  the  same  oblivion  as  another  Art 
Deco  masterpiece,  the  Radio  City  Music 
Hall,  when  FORBES  looked  it  over  earlier 
this  year  (Jan.  23).  During  almost  two 
decades  as  a  pawn  in  real  estate  wheeler- 
dealing,  walls  had  (  rac  ked,  steam  pipes 
ruptured,  man-sized  weeds  sprouted  in 
setbacks  and  1,200  cubic  yards  of  trash 
had  piled  up  in  its  cellars.  Alter  much 
legal  and  financial  travail,  the  building — 
complete  with  inlaid-wood  elevators, 
marble-lined  lobby,  stainless  steel  gar- 
goyles and  a  frieze  of  sculptured  auto- 
mobiles— had  become  the  property  of 
Massachusetts  Mutual  Life,  which  fore- 
closed after  the  building  s  operators  de- 
faulted on  the  Springfield,  Mass.  com- 
pany s  second  mortgage.  Despite  new 
efforts  to  refurbish  it,  the  Chrysler 
Building's  occupancy  shrank  from  85%  to 
58%  of  its  1  million  square  feet  of  space, 
with  Texaco's  exodus  to  suburban  West- 
chester (see  p.  47)  accounting  for  a  major 
part  of  the  loss. 

Now  Massmutual  has  decided  to  raise 
the  ante  and  to  increase  the  stake  it  had 
already  bet  on  the  future  of  its  1, 048-foot 
tower  and  on  mid-Manhattan  real  estate 
in  general.  Since  1974,  when  the  com- 
pany took  back  the  building,  it  has  spent 
about  $28  million  buying  out  the  .54  hold- 
ers of  the  first  mortgage  on  the  structure. 
With  New  York  City's  Mayor  Kdward 
Koch  beaming  at  his  side,  Massmutual's 
senior  vice  president  for  real  estate,  Ed- 
ward J.  Kulik,  announced  plans  to  spend 
another  $23  million  on  an  all-out  renova- 
tion— $3  million  more  than  the  cost  Kulik 
estimated  in  January  (and  half  again  the 
$15  million  Walter  Chrysler  laid  out  to 
build  it  in  the  first  place). 

Massmutual  spared  no  effort  in  mak- 
ing known  its  newfound  love  for  Manhat- 
tan Island.  Besides  having  Mayor  Koch 
(and  his  Cultural  Affairs  Commissioner, 
Henry  Celdzalilder,  the  former  Metro- 
politan Museum  impresario,  as  an  added 
touch)  on  hand  for  the  announcement, 
the  company  bought  three  successive 
$13,000  full  pages  in  The  New  York 
Times,  the  first  two  almost  entirely 
white  space,  to  herald  the  event. 

The  renovation  bill  (which  Kulik 
thinks  is  a  record  for  such  a  project)  plus 
the  promotional  trimmings  will  bring 
Massmutual's  total  stake  in  the  late  Mr. 
Chrysler's  monument  to  $.58  million. 
Kulik  thinks  it  well  worth  the  effort.  To 
replace  the  building  today,  he  estimates, 
would  cost  at  least  $120  million — and 
that  wouldn't  include  the  land,  which 
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rRANSPORTATION 


in  Investment  in  the  Future 


isportation  has  been  and  always  will  be  a  fundamental  business.  Moving  goods  from  place  to  place  is  an  essential  activity 
every  company  in  all  industries.  Basic  as  it  is,  however,  transportation  is  constantly  changing  to  meet  new  opportunities 
I  conditions. 

jcause  transportation  \sour  business,  Transway  International  Corporation  has  developed  a  man- 
ement  strategy  to  anticipate  and  to  change  the  face  of  transportation.  We  call  our  strategy  7ofa/ 
ida/.  Transway  has  operating  companies  that  are  active  in  all  modes  of  transport . . .  rail,  highway, 
4er,  and  air.  Therefore,  Transway  has  a  Total  Modal  investment  in  the  future  of  transportation. 

Total  Modal  viewpoint  enables  us  to  see  each  transportation  mode  in  terms  of  its  potential  alone,  and  in  a  wide  range  of 
odal  and  multimodal  combinations.  Here  are  three  specific  examples: 


gyback  service  was  pioneered  by  Transway  forwarders 
Dllaboration  with  the  railroads.  Fully  loaded  truck 
ers  are  placed  aboard  railway  flatcars  and  moved 
iil  service  to  destination  terminals  for  final  delivery  by 
or  vehicle.  This  bimodal  innovation  provides  operating 
nomies  and  more  efficient  use  of  energy. 


Roll-on/Roll-off  vessels  extend  this  bimodal  concept  by 
placing  loaded  highway  trailers  aboard  ships.  In  Central 
America  and  Ecuador  the  trailers  are  moved  by  highway  to 
final  destination.  This  transportation  system  contributes  to 
the  growth  and  development  of  the  economies  of  the  na- 
tions served. 


at  Dane  Trailers  is  a  leading  manufacturer  of  trailers 
se  in  rail,  marine  and  highway  operations.  Because  of 
ey  role  as  a  major  supplier  to  the  nation's  railroads, 
}r  carriers  and  private  truck  fleets,  Great  Dane  em- 
iizes  research  and  development,  production  effi- 
cy  and  quality  control. 


■ugh  these  and  other  applications  of  our  Total  Modal  investment  strategy.  Transway  has  grown  behind  the 
les.  If  all  of  our  transportation  companies  were  named  Transway,  you  would  be  more  familiar  with  our  corporate 
e.  Our  Total  Modal  method  of  investing  in  the  future  of  transportation  has  helped  Transway  grow  into  a 
oration  with  over  $700  million  in  revenues,  and  over  $250  million  in  total  assets. 

al  Modal  Transportation... 
3und  concept  to  invest  in 


i  nruiKiviini 

Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10017 


What  you  should  know  about  diesel 
From  the  people  who've 
been  making  them  50  years. 

Less  is  more.  You're  seeing  2 
more  diesel  cars  on  the  road.  P< 
because  they  give  you  a  lot  less  th 
to  worry  about.  No  spark  plugs,  pc 
or  condensers  to  replace.  And  no 
tributor,  coil  or  resistors.  If  these  p 
aren't  there,  they  can't  break  do 
Furthermore,  there's  no  carburetor  to  adjust.  So  you'll  never  need  a  tune-up.  You  won't  r 
many  fill-up s,  either. 


An  engine  with  ingenuity. 

The  diesel  not  only  runs  on  less 
parts.  It  runs  on  less  money.  Be- 
cause it  doesn't  run  on  gas.  Die- 
sel fuel  nationally  averages  about 
10*  less  a  gallon  than  lead-free  gas.5 
The  more  driving  you  do,  the  more 
saving  you  do.  And  you'll  fill  up  less 
often.  Because  a  diesel  burns  fuel  more 

*Federal  Energy  Review  Jan.,  1978.  Local  prices  may  vary. 


efficiently.  Especially  in  stop 
go  city  driving.  If  you  have  tc 
in  a  traffic  jam,  the  diesel  en 
burns  only  about  one-fourtl 
fuel  a  gas  engine  burns.  Tl 
why  diesel  cars  get  better  i 
age  in  the  city  than  most 
get  on  the  highway.  It's  the  c 
ing  thing  for  going  places.  We  w 
that  over  a  million  diesels  ago. 


i 


How  we  made  our  first  million.  Diesel  cars  are  not  only  new  to  you.  They're  nej 
many  carmakers.  But  not  to  Peugeot.  We've  been  producing  automotive  diesels  since  1 
Since  then,  we've  made  over  a  million  light  diesel  engines.  We've  made  them  strong— n 
stronger  than  any  comparable  gas  engine.  We've  made  them  from  the  ground  up  —  nc 
converting  gas  engines.  We've  made  them  durable— to  match  the  rest  of  our  car.  We've  n 
them  carefully  —  with  every  critical  part  inspected  and  tested  more  than  any  car  mac 
America.  And  we've  made  them  to  give  you  better  mileage  than  any  other  luxury  car  you 
buy:  This  is  the  kind  of  experience  built  into  a  Peugeot  diesel.  Its  a  tough  act  for 
automakers  to  follow.  We're  not  the  only  ones  who  think  so. 

+1978  EPA  Estimate  mileage.  34  mpg  highway,  28  mpg  city,  30  combined.  Transmission  M-4.  Actual  mileage  depends  on  hi 
where  you  drive,  optional  equipment,  car  maintenance  and  other  variables. 

J*   _il 


f Listen  to  the  experts.  "The  concept  of  a  lifetime  car  is  a  great  one,  and  if  any  car 
should  be  on  top  of  the  short  list  of  those  cars,  the  Peugeot  504  diesel  is  it. " 

— Road  Test 

. .  your  Peugeot  504D  can  be  hammered  down  even  so  awful  a  road  as  Manhattan's 
nous  FDR  Drive  while  retaining  precise  control. "  — Car  and  Driver 

The  competition  for  diesel  sales  should  become  increasingly  fierce,  but  Peugeot  will 
xibtedly  maintain  a  strong  position,  thanks  to  its  pioneering  position  and  the      ^fe  &gk 

ity  of  its  product."  — Road  and  Track  ^M^W 


s  year  some  automakers  are  introducing  their  first  diesel.  This  year  is 
50th  Anniversary  of  ours.  Fifty  years  ago  Peugeot  produced  its  first  automotive 
el  engine.  That's  a  long  time  to  be  working  on  the  "engine  of  the  future"  some  automakers 
are  introducing  today.  We've  had  a  half  century  to  perfect  ours  —  and  the  cars 
they  go  into.  And  we've  learned  a  few  valuable  lessons.  For  example,  we  will 
|y,  never  produce  a  hybrid  diesel— those  gas  converted  engines  the  newcomers 
like  GM  and  Volkswagen  are  introducing.  They're  just  not  as  strong  as 
,  g  ours.  And  there's  another  thing  we've  learned.  There's  no  point  in  putting 
an  engine  that  can  take  it  into  a  car  that  can't.  So  we  make  our  cars  every  bit 
as  tough  as  our  engines.  Combine  that  with  our  superior  handling.  Now  add 
to  that  the  interior  room  of  a  full  size  sedan.  And  the  luxuries:  power-assisted 
heel  disc  brakes  and  steering,  electric  front  windows,  tinted  glass,  fully  reclining  front 
,  four-wheel  independent  suspension,  and  a  sunroof  as  standard  equipment.  And  optional 
atic  transmission.  That's  not  all  that's  optional — in  addition  to  a  luxury  sedan,  we  also 
a  diesel  station  wagon.  Nobody  builds  diesels  the  way  we  build  diesels. 

you  know  about  diesel  cars. 

ie  more  you  know  about  diesel  cars, 
taore  you'll  want  to  own  a  Peugeot. 
jPeugeot  Diesel.  It's  a  50th  Anniver- 
for  us.  But  it  can  be  a  real 
ration  for  you. 

[ormation  on  buying,  leasing, 
jrseas  delivery  see  your 
)t  dealer  Or  call  toll-free 
f3-6000  (In  Connecticut 
$00-882-6500).  Peugeot 
■s  of  America,  Inc. 
irst,  New  Jersey  07071. 


No  one  builds  cars  the  way  we  build  cars. 


Ted  Kornmayer 
Manager, 

Administrative  Services 
Allied  Chemical  Corp. 
Houston,  Texas 


"We  feel  that  Muzak  programming  offers  many 
benefits  including  the  elimination  of  a  certain  amount 
of  worker  tension  that  is  prevalent  in  the  modern 
office  world.  We  have  also  incorporated  a  major  feature 

of  our  life  safety  system  into  the  Muzak  network  ... 
Allied  Chemical  would  like  to  thank  Muzak  for  helping 
us  express  our  concern  for  our  employees'  safety 
and  working  conditions." 


Music  by  Muzak-  For  Companies 
Who  Care  About  Their  People 

Most  working  people  want  to  do  a  good  job.  They  take  pride 
in  their  work.  Yet  even  the  most  conscientious  are  often  sub- 
jected to  stress,  boredom,  or  fatigue.  This  is  why  progressive 
companies  present  their  personnel  with  Music  by  Muzak.  Sci- 
entifically designed  functional  music,  it  really  helps  enhance 
the  quality  of  work  life. 

Music  by  Muzak  makes  good  business  sense,  too.  When  a  com- 
pany cares  about  its  people,  its  people  care  about  the  company. 
Learn  how  Muzak  can  help  your  people,  your  company.  Just 
drop  us  a  line  on  your  stationery.  We'll  see  that  you  get  com- 
plete information  along  with  a  complimentary  Muzak  Stereo 
Demonstration  Album. 

MUZAK  '    100  PARK  AVENUE,  NEW  YORK,  N  Y. 10017  (212)889-1330 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 
your  new  address  on  this  form  and  return  it 
with  a  recent  mailing  label  from  the 
magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  prefer. 
□  1  year  $21.00  □  3  years  $42.00  (the 
equivalent  of  one  year  free). 
Pan-American  and  Caribbean  orders,  add  $5 
a  year;  other  foreign,  add  $12  a  year. 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


f-4826 


Follow-through 

still  belongs  to  Cooper  Union,  the  muse- 
um and  technical  school  founded  in  1859 
by  inventor  Peter  Cooper. 

Kulik  takes  heart  from  the  company  he 
expects  to  keep.  "Our  faith  in  the  Grand 
Central  area,  he  says,  "is  being  shared," 
citing  as  examples  the  new  Hyatt  Hotel 
that  will  replace  the  old  Commodore, 
just  across  the  street;  Philip  Morris'  pro- 
posed tower  on  the  site  of  the  former 
East  Side  Airlines  Terminal  one  block 
west;  and  another  skyscraper  planned  a 
block  east. 

Signpost  To  Nowhere 

Last  year  Forbks  reported  (Ajrr.  I, 
U)77)  Wall  Street's  wizards  had  found  a 
new  talisman  to  aid  their  conjuring.  For 
some  time  speculators  had  been  making 
much  of  the  Federal  Reserve  s  weekly 
figures  on  money  supply.  The  "Thursday 
game,"  as  Forbks  called  it,  worked  like 
this:  If  the  Fed  said  the  nation  s  money 
supply  had  increased  during  the  week, 
the  seers  read  it  to  mean  that  the  central 
bank  would  be  raising  interest  rates  to 
keep  the  flood  within  bounds  On 
Friday,  because  higher  interest  rates 
are  anathema  to  stock  buyers,  the  ex- 
perts would  sell.  If  the  Fed's  figures 
showed  money  supply  down,  the  reverse 
happened. 

The  new  touchstone  was  another  Fed- 
eral Reserve  number,  its  weekly  report 
on  loans,  investments  and  deposits  by 
ten  major  New  York  banks.  If  loans  were 
up,  this  rune  had  it,  business  was  ex- 
panding and  the  signals  were  set  to  buy 
stocks.  "In  and  out  bond  and  stock  trad- 
ers, FORBES  predicted,  "can  be  expect- 
ed to  treat  each  report  as  something  like 
divine  revelation." 

The  Wall  Street  trader  who  cranked 
those  Federal  Reserve  figures  on  bank 
loans  into  his  computer  must  have  spent 
a  frustrating  year.  At  the  beginning  of 
1977,  when  this  variation  of  the  Thurs- 
day game  first  began  to  attract  attention, 
the  weekly  total  of  business  loans  for  the 
ten  New  York  banks  the  Fed  tracks  stood 
at  about  $35.5  billion.  In  March  1978  the 
figure  for  those  ten  banks  business  loans 
stood  at — let  would-be  prophets  note — 
$35.5  billion. 

Businessmen  themselves  had  made 
the  Fed's  loan  figures  meaningless  as  an 
indicator.  With  cash  flow  improving 
steadily,  corporations  have  been  able  to 
finance  the  bulk  of  their  expansion  with 
their  own  internal  resources  and  other 
monetary  gymnastics  and  thus  have 
sta\cd  clear  of  the  banks'  loan  windows. 
As  an  indicator  of  where  business  and, 
presumably  ,  the  stock  market  were  go- 
ing, the  track  of  the  Federal  Reserve's 
loan  curves  led  exactly  nowhere.  ■ 
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jaw  Did  you  know  that  Ontario  is 

^  larger  than  the  combined  areas 

of  New  York,  Pennsylvania,  Ohio, 
,.  ..^ift.Jfc  Michigan,  Indiana,  Missouri, 

Illinois  and  Wisconsin? 
s  ^^SBL-  Manufactures  over  80%  of  all 

lr.  l^^jfeSk*        Canada's  steel? 

'^flMjw^        Accounts  for  close  to  half  of  Canadian 
IiIiHISB*     investment  income,  and  over  40  per 
:-^^t^^M  cent°f  Canadians'  total  income? 
■js^'  Z-^mm  Has  nearly  40  per  cent  of  Canada's 
■  labor  force  and  produces  agricultural 
products  with  a  gross  value  of  $2.5  billion? 
And  is  energized  by  the  biggest  electrical 
utility  in  Canada  with  the  biggest  power  grid 
in  North  America? 

Planning  Together  for  Tomorrow 


Ontario 

Hydro 


I  $9 


m  Gage. 


Be  the  first  to 
survey  the 

Missouri  River 
since 

Lewis  &  Clark. 

Tom  is  our  industrial  development 
expert,  and  he's  eager  to  show  you 
our  new  survey  of  the  Missouri  River. 
He'll  take  you  for  a  ride  to  show 
you  plant  sites  with  ready  access 
to  this  major  waterway,  with  top- 
notch  rail  and  truck  transportation 
nearby.  Tom  will  encourage  your 
move  here  by  telling  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  eiectric 
power  at  reasonable  rates.  So  if 
you  want  a  site  with  terrific  water 
transportation,  plus  plenty  of  power 
now  and  in  the  future,  Tom  can 
steer  you  straight.  If  you're  after 
specific  answers  to  specific  ques- 
tions, call  Tom  at  (402)  536-4347. 


Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 
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I  (Complete  or  attach  business  card) 

'  Tom  Gage,  Manager  of  Area 
I  Development 

I  Omaha  Public  Power  District 

■  1623  Harney  St. 

I  Omaha,  Nebraska  68102 

I  Please  send  me  free  facts  onOmaha- 
I  Southeastern  Nebraska. 

I  Name  


Title 


Company_ 


Address 


City 


I  State _ 


Zip. 


Readers  Say 


He's  Hearing  Already 

SlR:  Re  your  good  wishes  upon  my 
appointment- to  be  chairman  of  the  Fed- 
eral Reserve  Board.  It's  going  to  be  a 
difficult  assignment,  but  I  shall  do  my 
best  to  serve  with  credit  and  to  make  a 
constructive  contribution.  If  I  do,  per- 
haps Forbes  will  have  reason  to  say 
good  things  about  the  Federal  Reserve 
System  from  time  to  time.  If  not,  we'll 
probably  hear,  too. 

— G.  William  Miller 
Chairman, 
Federal  Reserve  Board 
Washington,  D.C. 

See  Fact  and  Comment,  Apr.  3,  arid 
page  27  of  this  issue — MSF. 

Popular  Remarks 

Sir:  Re  "MSF's  Comments  At  House 
Budget  Committee  Hearing''  (Fact  and 
Comment,  Mar.  20).  Right  on!  Bravo! 

—Robert  Malott 
CEO, 
FMC  Corp. 
Chicago,  III. 

Sir:  Inspiring  testimony.  It  is  great  to 
see  somebody  speak  out  so  directly  and 
simply  that  we'd  hope  that  each  and  every 
congressman  could  understand  him.  You 
get  my  vote  for  President  in  1980. 

— Convin  H .  Meyer 
President, 

Grumman  American  Aviation  Corp. 

Savannah,  Ga. 

Thanks  but  no  thanks  for  that  "ground 
swell"— MSF. 

SlR:  .  .  .  much-needed  comments. 

— -James  F.  Garvin 
Executive  V  P., 
The  American  Industrial 
Development  Council 
Albuquerque,  N.M. 

Sir:  Reminds  me  of  John  Gait's  magni- 
ficent speech  in  Ayn  Rands  Atlas 
Shrugged. 

— Richard  Curran 
Buffalo,  N.Y. 

SlR:  You're  to  be  congratulated  for 
restraining  yourself  and  limiting  your 
statement  to  20  minutes. 

— G.  Bingham  Powell 
Salem,  Ore. 

Rails  Like  Canal  Boats? 

SlR:  Your  hand-wringing  over  the 
plight  of  the  railroads  (Mar.  6)  cannot 
obscure  the  fact  that  slurry  pipelines  in 
many  cases  represent  the  least  expensive 


way  to  deliver  large  volumes  of  coal  over 
long  distances.  This  has  been  confirmed 
by  the  independent  research  of  a  con- 
gressional agency  (the  Office  of  Technol- 
ogy Assessment).  The  proposed  coal 
slurry  pipelines  under  the  pending  legis- 
lation will  be  regulated  by  the  Interstate 
Commerce  Commission  (as  are  rail- 
roads). Coal  pipeline  supporters  are  not 
asking  for  any  government  appropri- 
ations or  subsidies  (unlike  the  railroads). 
Business  should  flow  to  the  least  costly, 
most  efficient  mode.  If  this  were  not  so, 
the  old  canal  boats  would  still  be  block- 
ing the  railroads. 

— W.  Pat  Jennings 
President, 
Slurry  Transport  Assoc. 
Washington,  D.C. 

On  Firing 

SlR:  In  Fact  and  Comment  (Mar.  6) 
you  spoke  admiringly  of  executives  who 
fire  nonproductive  employees  and  quote 
Frank  Borman  in  regard  to  executives 
who  "duck  the  responsibility  in  this 
area.  Management  can  be  efficient, 
tough,  discharge  total  responsibility  and 
still  be  considerate  of  individuals.  Please 
don't  glorify  the  authoritarian  SOB  who 
is  more  an  example  of  poor  planning  and 
poor  communications  than  he  is  of  ex- 
ecutive initiative. 

— Dice  McK.  Cowger 
St.  Louis,  Mo. 

SlR:  My  staff  is  really  on  the  ball  after 
reading  your  editorial. 

— Frank  Borman 
President, 
Eastern  Air  Lines,  Inc. 

Miami,  Fla. 

South  Africans  Did  Well 

SlR:  The  text  that  accompanied  your 
"Gold  Fever  Chart"  (Mar.  20)  says, 
"Gold  is  soaring  .  .  .  the  Canadian  gold 
shares  .  .  .  rising  more  slowly  .  .  .  the 
South  African  .  .  .  lags  far  behind."  Not 
so.  If  you  read  the  rises  from  their  mini- 
mums,  gold  up  from  $110  to  $178,  or 
62%;  'the  Canadians  up  from  $66  to  $98 
(48%)  and  the  South  Africans  up  from 
$95  to  $172  or  81%.  Thus  the  South 
Africans  far  outperformed  both  gold  and 
the  Canadians. 

— Alan  Pope 
Albuquerque ,  N.M. 

Not  So  Ridiculous 

SlR:  You  quote  unnamed  sources  as 
saying  my  opinion  about  in  situ  coal  ex- 
traction is  ridiculous  (Jan.  23).  The  In- 
dustrial Newsletter  of  the  Colorado 
School  of  Mines  Research  Institute  (Dec. 
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Consolidating  your  multinational  insurance? 

Call  in  your  James 
Account  Executive- 
Hell  put  James' 
international 
risk  specialists 
to  work  for  you. 


ntroducing  James'  Service-in-Depth"  concept.  A 
lationwide  cadre  of  top-flight  international  risk 
pecialists  availaPle  to  meet  multinational  insurance 
ieeds-w//?afei/erthey  are.  wherever  they  are. 
Available  throughout  the  country— 
hrough  your  James  Account  Executive. 
Vhen  you  contact  James,  an  Account  Executive 
xpehenced  in  your  industry  is  assigned  to  your 
ompany  on  a  permanent  basis.  He  becomes 
loroughly  familiar  with  your  corporate  structure. 
our  operations,  your  unique  risk  management 
equirements. 
Depending  on  your  needs,  your  James 
account  Executive  can  bring  in  one  or  more 
"itemational  risk  experts  from  James' 
Corporate  International  Department  in  New 
brk  or  one  of  its  offices  strategically  located 
iroughout  the  country.  In  addition,  each 
lames  office  has  a  resident  International 
Coordinator  who  is  kept  apprised  of 
nportant  overseas  developments, 
ames  Service-in-Depth  —  the  answer 
)  insurance  needs  overseas  as  well, 
n  order  to  provide  professional  insurance 
rokerage  services  outside  the  U.S..  we 
ormed  Minet  James  International  Limited, 
he  firm  is  jointly  owned  by  Fred.  S.  James 
i  Co..  Inc.,  and  Minet  Holdings  Limited. 

ie  of  the  United  Kingdom's  largest  and  most  respected  brokers  Because 
ames  and  Minet  have  specialized  for  years  in  solving  the  insurance  problems 
American  corporations,  we  are  perfectly  suited  partners  in  servicing  U.S. 
ultinational  corporations. 

For  further  information  on  this  aspect  of  James'  "Service-in-Depth,"  contact 
)ur  nearest  James  office  or  write  Reynolds  Blossom.  Communications 
apartment.  Fred  S  James  &  Co..  Inc  .  230  West  Monroe  Street 
hicago.  Illinois  60606 

■ 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


What  do  you  see 
when  you  look  at  your 

newspaper?  It  depends  on  your  perspective. 


You  might  see  a  source  of  informa- 
tion that  helps  you  spend  your  money 
wisely,  invest  your  money  wisely,  act 
responsibly. 

You  might  see  a  source  of  employ- 
ment for  a  diversity  of  people— pub- 
lishers, printers,  journalists,  truck  drivers, 
your  12-year  old  son  perhaps. 

Or  you  might  see  the  short-lived 


We  see  all  these  things,  and  more. 
We  see  a  big  part  of  a  business  our 
employees  and  shareholders  depend  on. 

We're  one  of  the  world's  largest 
suppliers  of  paper  products:  business, 
writing,  printing,  publishing,  packaging, 
forms  papers,  corrugated  and,  of  course, 
newsprint. 

We  also  see  the  trees  that  stand 
behind  these  products,  and  we  recognize 
that,  as  the  song  says,  you  can't  have  one 
without  the  other. 

But  we  can  have  both. 

We  strive  to  manage  our  forests  in  a 
way  that  reconciles  your  perspectives 
and  ours,  to  provide  satisfactory  jobs, 
products,  profits  and  thriving  trees. 

If  we  succeed,  everybody  wins.  You 
the  consumer,  worker,  investor  and 
citizen.  And  we  the  employees  and 
shareholders  of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


i 


New  York  and  Washington, 
London,  Bahrain. 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p. 
Leaving  Washington's  Dulles  Airport  at  12:45  p.m. 
Leaving  London  for  Bahrain. 
Arriving  in  half  the  time. 
Daylight  connections  to  London,  via  New  York 
or  Washington,  from  over  80  cities. 
Call  your  Travel  Agent, 
Transportation  Department  or  British  Airways. 

Iftways  6oncorde 

We'll  take  good  care  of  you. 


VIRGIN 


THAT  PART  OF  THE  UNITED  STATES  IN  THE  CARIBBEAN 


ISLANDS 


"Manufacturers  considering  a  new 
location  should  check  the  U.S.  Virgin 

,3*,d,,U!>'  Morns  Moses,  Director 

BUSINESS  CLIMATE 

As  part  of  the  U.S.,  the  Virgin  Islands 
economy  is  closely  connected  with  that  of 
the  mainland,  with  both  large  and  small 
manufacturing  industries  located  here. 

CENTRAL  LOCATION 

The  U.S.  Virgin  Islands  is  only  3V2  hours 
by  air  from  New  York,  2V2  hours  from 
Miami,  and  is  strategically  located  to 
serve  Mexico,  Central  and  South 
America  and  the  Caribbean. 

LABOR 

Skilled  and  semi-skilled  labor  is  avail- 
able in  the  40,000-plus  labor  force.  The 
Department  of  Labor  will  gladly  assist  in 
finding  people  eager  to  work. 

INTERNATIONAL  BANKING 

International  business  can  be  conducted 
through  one  of  the  many  local  or  interna- 
tional banking  institutions  on  the  is- 
lands. 


INDUSTRIAL  DEVELOPMENT 
LAW 

Recent  passage  of  a  new  Industrial  De- 
velopment Law  makes  possible  in- 
creased benefits  for  a  period  often  years, 
in  accordance  with  the  Government's 
goal  of  promoting  development  and  di- 
versification of  the  economy  and  employ- 
ing more  Virgin  Islands  residents. 

INCOME  TAX 

★  90%  REFUND  FOR  10  YEARS 

CUSTOMS  DUTIES 

★  90%  REFUND  FOR  10  YEARS 

10  YEARS 

★  NO  GROSS  RECEIPTS  TAX 

★  NO  PROPERTY  TAX 

★  NO  EXCISE  TAX 

★  DUTY  FREE 

Investigate  the  profitability  of  a  U.S.  Vir- 
gin Islands'  plant  location  with  NO 
DUTY  into  the  U.S.  on  your  manufac- 
tured products  provided  you  meet  the 
value  added  requirement. 

Security  under  the  U.S.  Flag 
p\,V)S'  U.S.  Currency  and  Language 

Mean  temperature  of  78-82°F  year  round 


Readers  Say 


1977)  reported  that  government-fi- 
nanced coal  gasification  tests  had  been 
successfully  completed  in  Hanna  and 
Gillette,  Wyo. 

— H .  Jean  Baker 
Riverton,  Wyo. 

Forbes  consulted  a  number  of  coal 
industry  experts  and  they  were  virtually 
unanimous  in  their  pessimistic  view  con- 
cerning the  outlook  for  in  situ  gasifica- 
tion— Ed. 


More  Than  Safe 

SlR:  Your  article  on  Citibank's  auto- 
mated banking  program  (Mar.  6)  de- 
scribed Diebold  as  merely  "the  safe  com- 
pany in  Canton,  Ohio."  We  are  still  the 
safe  people,  but  we  are  also  leaders  in 
the  automatic  banking  and  the  electronic 
security  systems  field.  For  example, 
Diebold  developed  the  first  automatic 
banking  installation  with  the  capability 
for  interchange  among  several  financial 
institutions. 

— Earl  F.  Wearstler 
V.P.  and  General  Manager, 
Bank/Systems  Division 
Diebold,  Inc. 
Canton,  Ohio 


They  Were  Relisted 

Sir:  An  item  captioned  "Welcome 
Back,  Andy"  (Mar.  6)  makes  reference  to 
relistings  on  the  NYSE,  saying  that  oth- 
ers relisted,  in  addition  to  Dynamics, 
were  Memorex  and  National  Industries. 
The  latter  name  should  have  read  United 
Industrial  Corp. 

— A.  Edwin  Fein 
Vice  President, 
United  Industrial  Corp. 
New  York,  N.Y. 


Prosperous  Writers 

SlR:  The  new  photos  of  columnists 
Weberman,  Biel  and  Angrist  suggest 
they've  been  dining  at  some  of  MSF's 
favorite  haunts.  To  market  to  market .  .  . 
all  do  look  bout  15  pounds  healthier. 

— Herbert  W.  Zimmerman 
Harrisburg,  Pa. 

SlR:  We  enjoyed  the  update  of  Mr. 
Heinz  H.  Biel's  photo.  My  wife  appreci- 
ates "older  men. 

—Clint  Hide 
San  Jose,  Calif. 


Stick  To  Books 

SlR:  MSF's  movie  reviews  do  to  the 
mind  what  cholesterol  does  to  the 
blood — thicken  it.  Please  spend  more 
time  with  book  reviews. 

— F.  Harlan  Batrus 
New  York.  N.Y. 


VIRGIN  ISLANDS  DEVELOPMENT  COMMISSION  FB 

P.O.  BOX  1692,  ST.  THOMAS,  UNITED  STATES  VIRGIN  ISLANDS  OO8OI 
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It  was  true  in  1912  when  Cadillac  was  first  to  equip  its  cars 
with  electric  lights.  It  was  true  in  1928  when  Cadillac  was  first  to  install 
laminated  glass.  It  was  true  in  1954  when  Cadillac  was  first  to  provide 
power  steering  as  standard  on  its  entire  line  of  cars.  And  it  is  true  today. 
Cadillac  is  committed  to  the  pursuit  of  quality  and  excellence. 
We  and  our  dealers  never  lose  sight  of  the  fact  that  people  who  drive  Cadillacs 
and  those  who  ride  in  them  will  be  satisfied  with  nothing  less. 


Product  improvement  and  quality  control  at  John  Deere 
continue  to  advance  what  our  basic  research  and  development 
programs  begin.  In  percent  of  sales,  our  level  of  R  &  D  spending 
continues  among  the  highest  in  the  industry.  Beyond  the  basics, 
frequent  product  reviews  and  persistent  upgrading  help  to  maintain 
competitive  market  positions  for  25  utility  wheel  and  crawler  units, 
and  for  the  40  machines  now  in  our  forestry  and  heavy  con- 
struction lines.  Your  inquiries  are  welcome.  John  Deere,  Moline, 
Illinois  61265. 


JOHN  DEERE  on  the  move 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IT  MAY  NOT  SEEM  TO  MATTER  MUCH  IN  PODUNK 


nor — at  the  moment — in  multiple  other  American  communi- 
ties, that  the  dollar's  value  overseas  continues  to  plummet.  But 
we're  at  the  point  where  the  pain  will  begin  to  penetrate 
everywhere  here,  too. 

Federal  Reserve  Chairman  Miller,  showing  more  political 
gumption  than  his  congressional  harrier,  Proxmire,  was  Right 
On  when  he  said  that  the  President  should  either  impose  by 
executive  fiat  sharply  higher  duties  on  every  barrel  of  import- 
ed oil  or  set  quotas  arbitrarily  reducing  such  imports.  It's  the 
only  way  to  stop — and  it  will  do  so  swiftly — the  disastrous 


hemorrhaging  of  the  dollar.  It's  the  horrendous  outflow  of 
em  to  pay  for  imported  oil  that's  wrecking  the  buck,  and 
thereby  inflating  inflation  at  home. 

One  out  of  every  six  American  jobs  depends  on  our  overseas 
trade.  If  our  dollar  continues  to  be  worth  less,  the  barricades 
against  American  goods  and  crops  will  go  up  faster  than  our 
greenie  is  declining. 

Having  picked  a  good  man,  let's  hope,  for  heaven's  sake  and 
ours,  that  President  Carter  will  listen  to  Miller  on  a  matter  of 
such  monetary  momentousness. 


IF  IT'S  ENJOYABLE,  BY  GOD,  TAX  IT 


Ofttimes,  the  inanity/insanity  of  the  thinking  behind  the 
proposals  of  those  who  rule  us  is  obscured  by  high-blown 
rhetoric.  It  sometimes  takes  a  while  before  the  real  intent 
emerges.  Then,  some  unthinking  High  Priest  of  High  Taxes 
blows  the  scene  by  blurting  out  the  truth.  Take,  for  example, 
Daniel  Halperin,  the  Treasury's  tax  legislative  counsel,  and 
Carter's  three-martini  business  lunch  bit  versus  a  ham  sand- 


wich. Speaking  at  the  University  of  Southern  California  Tax 
Institute,  Halperin  said:  "The  problem  with  a  business  meal  is 
that  someone  is  getting  enjoyment  out  of  it." 

Isn't  that  enough  to  make  any  citizen  throw  up? 

Presumably,  under  these  guidelines,  il  after  each  meal  the 
participants  did  so  heave,  the  meal  would  be  deducted  not  only 
from  the  stomach  but  from  taxes  as  well. 


AND  ON  THE  SUBJECT  OF  ENJOYMENT  BEING  A  TAXABLE  SIN 

just  think  how  effective  our  D.C.  tax  Deities  have  been — with  On  one  of  those  too-rare  occasions  when  the  tax  court  lets 

notable,  if  not  totalable,  success — in  making  sinners  of  busi-  common  sense  overrule  tax  collectors'  greed  for  every  last 

nessmen  who  must  travel  and/or  convene.  Bringing  a  wife  to  cent,  it  allowed  a  bank  to  pay  wives'  fares  to  a  banking 

hostess  while  you  host,  or  to  be  an  aide  (unsalaried  yet),  is,  ipso  convention  on  the  basis  that  their  "presence  and  demeanor" 

facto,  a  highly  taxable  high  crime.  But  one's  secretary?  That  were  assets  in  establishing  relationships  that  resulted  in  addi- 

sounds  more  like  business.  Hmmm.  Hons  to  the  bank's  assets. 

IS  THIS  WHAT  THE  COURT  SAID  TO  KODAK? 

It  must  be  human  nature  that  makes  all  of  us  enjoy  seeing  $muItibillion  Bigs.  This  antitrust  decision  implies  that  any 
little  guys  slap  down  big  guys — especially  if  it's  a  case  of  bullies  company  in  a  seemingly  monopolistic  position  must  give  ad- 
picking  on  innocent,  small  folk.  But  the  recent  decision  by  a  vance  disclosure  of  any  innovations  or  new  products  to 
jury  in  a  federal  district  court  against  Eastman  Kodak,  who  was  competitors. 

sued  by  Berkey  for  "monopolistic  practices     lias  some  pretty  To  illustrate,  read  this  facetious  letter  to  Forbes  from 

astonishing  implications  loaded  with  dangers  for  every  entre-  reader  John  Chapin: 

preneur  and  free  enterpriser — from  mom-pop  operations  to  Be  hereby  informed  that  I  require  of  you  full  information 
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prior  to  publication  of  all  articles  to  be  published  in  your 
magazine.  This  information  must  be  rendered  to  me  three  (3) 
weeks  prior  to  your  publication  date.  I  also  require  you  to 
provide  me  with  equal  means  of  acquiring  any  and  all  informa- 
tion for  publication. 

"As  reasonable  and  just  precedent  for  these  requirements  I 
refer  you  to  Berkey  vs.  Eastman  Kodak,  Federal  District  Court 
in  New  York  City." 

Farfetched?  Unfortunately,  it  isn't. 

Look  at  the  suits  and  some  of  the  settlements  to  date  forcing 
the  likes  of  an  IBM  or  a  Xerox,  which  has  developed,  at  high 
cost  and  very  intense  effort,  technologies  of  major  conse- 


quence, to  release  such  "breakthroughs"  to  competitors. 

Supposing  a  strongly  positioned  corner  drugstore  or  a  neigh- 
borhood dress  shop  devises  so  superior  a  mousetrap  that  it 
snares  virtually  all  the  customers  for  drugs  or  dresses;  under  a 
Kodak-Berkey-type  court  decision,  those  stores  left  in  the 
lurch  can  apparently  demand  redress. 

Preserving  competition  is  a  prime  essential  for  making  and 
keeping  our  free  enterprise  system  healthy.  But  insuring  any 
business  against  the  impact  of  a  competitor's  research  and 
development  is  dead  wrong. 

One  can  only  hope  that  such  faulty  judgment  will  be  re- 
versed on  appeal. 


IT'S  THE  RISK  OF  LOOKING  STUPID 


not  the  risk  of  losing  other  people's  money  that  most 
strongly  motivates  money  managers,  concludes  An- 
drew Tobias,  one  of  the  financial  community's  most 
pithily  perceptive  observers. 

The  author  of  the  current  swift-selling  The  Only 
Investment  Guide  You'll  Ever  Need  invested 
$10, 000  for  Esquire  and  periodically  reported  the 
results.  After  all  the  costs,  and  during  a  down 
market,  he  turned  the  $10,000  into  $12,711,  and 


"retired"  after  nine  months.  "Managing  money 
publicly,  on  whatever  scale,  involves  even  more 
pressure  than  I  had  imagined,"  he  said.  "Not  be- 
cause of  the  risk  of  loss — I  didn't  care  a  damn  about 
the  money,  and  I  doubt  that  many  professional 
money  managers  do  (it's  not  theirs,  after  all) — but 
because  of  the  risk  of  looking  stupid." 

The  dumber  we  are,  the  more  we  hate  to  have  it 
visible — but  we  who  write  find  it  tougher  to  conceal. 


THERE  IS  MUCH  TO  BE  SAID  FOR  THE  55  MPH  LAW 


As  Forbes  points  out  on  page  111,  for  sound  reasons  there's 
growing  support  for  the  55  mph  speed  limit,  despite  the  very 
visible  fact  that  far  more  drivers  ignore  than  obey  it. 

In  addition  to  the  compelling  points  in  that  article,  there's 
another  factor:  Most  fast  drivers  have  always  felt  safe  from 
enforcers  if  they  didn't  exceed  the  posted  limit  by  more  than  5 
mph.  At  a  posted  70,  you  could  usually  figure  on  no  problem 
doing  75,  no  fear  going  65  in  a  60  mph  zone,  etc. 


With  55  mph,  60  is  the  "safe"  limit.  That  means  a  lot  less 
gas  consumption.  And  if  the  proposed  Highway  Safety  Act, 
which  knocks  off  5%  to  10%  of  federal  funds  for  states  that 
don't  enforce  at  least  85%  compliance  with  55  mph,  is 
passsed,  the  added  impetus  for  "fifty-five"  will  save  several 
thousand  more  lives  annually  and  will  reduce  by  millions  of 
gallons  the  oil  imports  that  are  driving  the  dollar  into  an  ever- 
deepening  ditch. 


HAITI— THE  DECADES  MAKE  NO  DIFFERENCE 

Almost  175  years  ago,  there  burst  forth  in  the  Caribbean  a  things  for  his  3.5  million  fellows.  Talking  with  him  then  (see 

new  nation  that  did  to  Napoleon  what  Americah  colonists  did  photo),  it  sounded  like  he'd  try — despite  the  gun  and  the  box  of 

to  George  III.  Black  slave  Henri  Christophe  led  a  rebellion  30-calibre  bullets  that  served  as  paperweights  on  his  desk.  But 

that  unshackled  the  first  piece  of  the  French  emperor's  empire  he  ruled  through  terror  and  voodoo,  which  is  real  to  most 

and,  in  the  ensuing  decade,  he  accomplished  what  he  pro-  Haitians.  On  his  unlamented  death  seven  years  ago,  the  pillag- 

claimed  he  would:  "We  will  confound  the  culminators  of  our  ing  Power  Clique  just  propped  up  his  son  Jean-Claude  as 


race"  (Forbes,   May  1,  1977). 

Just  20  years  after  my  first  trip 
in  1958,  I  visited  Haiti  again  and 
can  only  say,  sadly,  that  during 
these  past  two  Duvalier  decades 
appalling  poverty  and  illiteracy 
have  continued  to  flourish  amid  a 
flora-fauna  exotica  that  pitiful 
slums  and  sickening  open  sewers 
can't  suppress.  When  Papa  Doc 
Duvalier  emerged  as  president, 
there  was  hope  he  would  better 


"President-for-life. "  Everything 
goes  on  as  hopelessly  as  before. 

Haiti's  banditos  are  licensed — as 
cab  drivers.  Their  rates  would  make 
many  an  old-time  bank  robber 
blanch.  But  they're  among  the  in- 
come elite  who  sit  on  the  lid  in  this 
volatile  land  of  irrepressibly  exu- 
berant people.  Unable  to  splurge 
on  the  scale  of  the  spangled  gaudi- 
ness  of  Rio's  Carnival,  the  Port-au- 
Prince  Carnival,  with  only  bits  of 
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bunting,  imaginatively  tinted  T-shirts  and  the  loudest  amplifiers 
on  the  ricketiest  rigs  the  world  has  ever  heard  or  seen,  has  ten 
times  the  seething  spontaneity  of  its  Brazilian  counterpart. 

There  arc  a  few  good  tourist  hotels,  hut  one  is  perhaps  the 
most  luxurious  oasis  in  the  Caribbean — Habitation  Leelere. 
Only  in  Bali  are  there  as  many  painters  and  paintings  per 
square  loot  as  in  Haiti.  Everybody  does  it,  and  some  do  it 
better  at  prices  so  low  they  should  embarrass  even  the  most 
avid  bargain  seekers. 

The  incredible  Citadel  that  the  country's  Founder-Emperor 


Christophe  built  to  stand  off  the  expected  return  of  Napoleon 
and  the  nearby  Versailles-rivaling  palace  that  housed  Chris- 
tophe s  family  and  retinue  have  to  be  ranked  among  the 
foremost  w  onders  of  the  New  World. 

One  ol  the  too-few  educated  younger  Haitians  said  to  me  in 
sotto-voce  bitterness;  Henri  Christophe,  even  il  he  was  a 
ruthless  dictator,  made  Haiti  and  Haitians  something.  This 
bunch  makes  us  and  our  country  nothing." 

I  Iaiti  s  a  trip  worth  making  il  your  stomach  is  strong  and  your 
interest  in  the  extraordinary  is  great. 


THE  ULTIMATE    SOCIAL  DRINKERS 


are  not  those  who  drink  on  such  drinking  occasions  as  lun- 
cheons, cocktail  parties,  dinner  and  the  like. 

The  true  social  drinkers  are  those  who  make  it  look  as  though 
the}  an'  drinking  when  what  they're  drinking  isn't  a  Drink 
at  all. 

Whether  one's  afraid  ol  being  thought  a  reformed  alcoholic  if 
one  s  caught  w  ithout  glass  in  hand;  whether  a  person's  tired  ol 


explaining  what  diet  he  s  on;  whether  it  s  lor  moral  reasons  or 
because  somebody  just  can't  handle  the  stuff;  or  if  it  is  simply 
because  a  guest  is  afraid  of  antagonizing  those  who  an'  truly 
drinking,  the  pretender-to-drink  has  tound  it  more  sociable  to 
look  the  part  il  he  doesn't  want  to  play  the  part. 

By  thus  not  boring  the  imbibers  with  explanations,  seem' 
to  drinkers  make  a  seemly  contribution  to  social  occasions. 


ANYONE  WHO  DOESN'T  LEARN 


defeat 


w  ill  never  he  a  winner. 


IF  YOU  HAVE  NO  CRITICS 

you  likelv  ha\  e  no  successes. 


English  economists  are  aflutter  over 
an  idea  hatched  by  a  Nobel  Prize- 
winning  colleague  from  Cambridge  to 
restructure  the  I'.  K.'s  tax  system.  The 
idea  is  beginning  to  attract  attention  in 
the  l' .  S.  as  well  i  F<  IRBES,  .  ipr.  3). 

Nobel  laureate  James  Mead  has  pro- 
posed that  people  not  pax  lax  on  that 
portion  ol  their  income  that  is  saved  or 
invested.  If,  for  example,  a  taxpayer 
were  to  stash  awaj  $5  (KK)  in  a  savings 
account,  that  money  would  escape  the 
income  levy.  Hut  if  a  person  were  to 
withdraw  $5,000  to  pay  for  a  new  car, 
that  money  w  ould  be  treated  .is  regular 
income  and  taxed  as  such . 

Meads     plan     would  supposedly 

change  tin  tax  law  emphasis  from  con- 
sumption to  investment.  It  would  also 

end  distortions  which  the  current  sys- 
tem encourages,  in  where  capital  is 
invested.  In  Britain,  people  can  invest 
monej  through  institutions,  such  as 
life  insurance  companies  or  in  pension 
funds,  with  pretax  income.  But  money 
invested  directly  in  stocks  or  bonds 
must  come  out  ol  an  individual  s  after- 
lux  income.  'Hie  same  sort  ol  condition 
exists  in  the  U.S.;  Money  set  aside  in 
pensions  or  invested  in  thrift  plans  can 
Usually  be  paid  for  with  pretax  dollars, 
whereas  money  for  other  investments 
must  normally  come  out  of  aftertax 
dollars. 

( )ne  can  only  hope  that  Britain,  not 


A  BAD  NEW  TAX  IDEA 

By  M.S.  FORBES  Jr. 

to  mention  the  U.S.,  docs  not  become 
infatuated  with  this  nostrum.  It  is  no 
cine  for  their  economv — or  our  ow  n. 

The  problem  in  Britain  is  not  a  lack 
ol  capital,  but  a  dearth  ol  attractive 
investment  opportunities.  Enabling 
people  lo  invest  out  of  pretax  earnings 
will  not  change  that  lundament.il  fact. 

Because  ol  English  tax  laws,  institu- 
tions receive  an  enormous  amount  ol 
investment  money.  And  where  does 

the  lion  s  share  of  that  capital  go?  Not 
into  the  U.K.  s  sickl)  private  sector, 
but  in  government  bonds. 

Vfter  considering  risk  and  return, 
the  so-called  "gilts  are  judged  a  more 
attractive  security  than,  say,  stocks  of 
British  manufacturers.  Will  individual 
investors  behave  much  differently 
from  institutions  in  this  regard?  Only 
an  economist  would  answer  \  es. 

The  mosl  salutory  move  England 
can  make  would  be  to  sharply  scale 
back  its  oppressive  income  tax  rates, 
which  start  at  3495  and  quickly  reach 
83%  on  earned  income  and  989?  on 
investment  income.  II  the  maximum 
tax  rate  were  cut  to,  say,  50%  (in  the 
U.S.  it's  70%  these  days)  and  other 
rates  sealed  back  significantly,  the 
economv  would  be  stimulated  and 
government  revenues  would  soar. 

Why?  Because  there  would  be  an 
incentive  to  work,  to  invest,  to  take 
risks.  The  British  would  once  more  be 


able  to  keep  a  hit  ol  what  they  made. 

Most  economists  on  both  sides  of 
the  ocean  arc  horrified  bv  such  a 
sweeping  suggestion;  il  seems  to  en- 
courage consumption  rather  than  in- 
vestment. W  hat  these  "experts  over- 
look is  that  people,  il  thev  are  allowed 
to  keep  something  ol  w  hat  thev  make, 
will  not  spend  all  ol  the  extra  money. 
Consumers  would  save  sonic  ol  it  just 
as  thev  do  now  w  ith  w  hat  is  left  ol  their 
paychecks.  With  major  cuts  in  the 
income  lax,  the  British  economv 
would  be  stimulated  by  both  greater 
demand  and  greater  sources  ol  capital. 

The  importance  ol  individual  in- 
come tax  rates  should  not  be  underesti- 
mated, tf  these  are  too  high,  no  amount 
ol  incentives  lor  business  investment 
w  ill  make  an  economv  prosper. 

\\  hen  it  comes  to  motivating  busi- 
ness investment,  few  countries  are  as 
generous  as  the  U.K.  For  example, 
Britain  permits  one-year  depreciation 
on  a  wide  range  of  plant  and  equipment 
investments.  British  corporations, 
when  they  make  a  profit,  rarely  pay 
more  than  a  token  tax  on  it.  Despite 
such  inducements,  however,  corpo- 
rate capital  spending  in  the  U.K.  has 
been  anemic  for  almost  eight  years. 

The  evidence  is  clear:  Britain — as 
well  as  the  U.S. — needs  top-to-bottom 
cuts  in  income  tax  rales  rather  than 
anothi  r  new  tax  gimmick  or  "reform." 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor  s  mind. — MSF 


The  Dollar  Is  Dying! 

Help,  the  dollar  is  dying!  Is  there 
anyone  out  there  who  knows  what  to  do? 

The  U.S.  dollar  once  mighty  currency 
of  the  world  that  had  no  peers,  dived  to 
new  lows  earlier  last  week  on  interna- 
tional money  markets  in  Europe.  Some 
European  exporters  even  refused  to  ac- 
cept dollars  in  payment  for  goods  be- 
cause the  future  value  was  too  unstable. 
That  kind  of  rejection  used  to  be  re- 
served for  the  currency  of  banana  repub- 
lics. — Atlanta  Constitution 

Earmarks  of  a  Businessman 

How  escaped  convict  "James  Carr" 
was  able  to  become  a  principal  commod- 
ities broker — and  customer  fleecer:  "I 
can  immediately  see  why  he  was  taken 
for  a  businessman.  He  wore  three-piece 
suits,  spoke  with  authority  and  was  very, 
very  smooth." 

— John  Gillespie,  of  the  Massachusetts 
Secretary  of  State's  Office 

Needed:  More  Tons  of  Secrets 

Defense  officials  are  boasting  about  a 
new  source  of  "secret"  energy:  They 
have  hitched  up  the  Pentagon's  inciner- 
ator so  that  the  10  tons  of  confidential 
documents  burned  daily  now  provide 
25%  of  the  building's  steam  heat  and  hot 
water.        — U.S.  News  6  World  lit  port 

Alive  250  Million  Years  Later 

About  15  years  ago,  the  sanatorium 
directors  at  Bad  Nauheim,  a  German  spa 
noted  for  its  salt  baths,  asked  a  local 
scientific  institute  to  investigate  one  of 
its  warm  saline  springs.  For  some  time 
the  spring  had  been  subject  to  repeated 
bacterial  contamination,  the  source  of 
which  could  not  be  determined.  The 
Nauheim  microbiologist  Heinz  J.  Dom- 
browski  set  to  work,  but  he  soon  discov- 
ered that  the  contamination  was  caused 
by  a  living  bacterium  of  a  species  com- 
pletely unknown  to  him,  although  he 
was  a  noted  specialist  in  the  field.  Ac- 
cordingly, contamination  originating 
outside  the  spring  seemed  unlikely.  The 
bacteria  appeared  to  come  from  the 
spring  itself  or  from  its  underground 
aquifer.  The  geological  structure  of  the 
area  was  well  known;  the  salt  in  the 
water  of  this  particular  Nauheim  spring 
came  from  a  tremendous  salt  deposit 
almost  2,000  feet  deep.  The  salt  had 
been  laid  down  in  the  Permian  period, 
some  250  million  years  ago. 

In  their  further  researches  the  Nau- 
heim scientists  drilled  down  to  the  salt 


through  which  the  spring  water  had 
passed  and  brought  samples  to  the  sur- 
face. Enclosed  in  the  crystals  of  salt  were 
dead  bacteria.  With  no  small  degree  of 
suspense,  the  scientists  placed  the  crys- 


tals holding  the  fossil  bacteria  in  a  watery 
nutritive  solution.  They  could  hardly  be- 
lieve their  eyes.  The  bacteria  appeared 
to  thaw  out  and  awaken  to  new  life — 
after  250  million  years.  They  displayed 
an  amazing  vitality  and  ability  to  repro- 
duce, and  within  a  short  time  they  had 
formed  large  and  vigorous  cultures. 

— Uwe  George, 
In  the  Deserts  of  This  Earth 

Newhart  Funnies 

"How  old  are  you,  Emily?" 
"That's  an  unlisted  number,  dear." 

*    *  * 

"I  think  my  girl  friend's  interested  in 
another  man. 

"What  makes  you  think  that?" 
"She  married  him." 

— From  the  Bob  Newhart  TV  show 

Inflation's  a  Nightmare 

It  may  be,  as  we  are  told,  that  future 
inflation  can  be  held  to  "only"  6%.  But 
even  at  that  rate,  as  Dr.  Schultze's  com- 
puters can  tell  you,  a  30-year-old  will  see 
the  present  dollar  worth  little  more  than 
a  dime  by  the  time  he  thinks  of  retiring 
at  65. 

My  guess  is  that  people,  here  and 
abroad,  are  still  bullish  on  America.  I 
think  they  expect  to  see  the  stin  k  market 
rise  again,  the  dollar  resume  its  trusted 
place  in  the  world,  their  savings  once 
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more  secure  against  erosion.  At  least 
they  want  to  believe  that  with  good  lead- 
ership we  will  surmounl  these  troubles 
as  we  have  past  ones. 

But  there  is  no  puzzle  about  the  stock 


market  or  the  declining  dollar,  and  it's 
no  wonder  people  worry  in  the  middle  of 
the  night.  — Vermont  Royster, 
Wall  Street  Journal 

We  Keep  Reinventing 
The  Wheel 

The  reluctance  of  private  industry, 
coupled  with  the  grossly  inefficient 
methods  of  government  and  academia 
for  communicating  information,  result  in 
the  technological  wheel  being  wastefully 
reinvented  every  day. 

Increased  efficiency  in  communica- 
tions is  essential,  but  not  sufficient.  Spe- 
cial incentives  are  also  needed,  including 
tax  breaks,  to  induce  the  private  sector 
to  make  its  technologies  more  available. 

— William  C.  Norris, 
CEO,  Control  Data  Corp. 
at  a  public  hearing  of  the  Minnesota 
Full  Employment  Action  Council 

Those  Mucking  Horses 

Opera  star  Frederica  von  Stade  was 
born  into  a  socially  prominent  New  Jer- 
sey family  which  included  generations  of 
yachtsmen,  bankers,  polo  players  and 
other  Establishmentatians.  "It  wasn't  a 
frivolous  life,"  she  insists.  "I  spent  more 
time  mucking  out  stalls  than  riding 
horses."  — People 

Oil  in  the  Dumps 

Every  auto  tire  represents  around  se\  - 
en  gallons  of  petroleum.  So  more  than 
200  million  barrels  of  oil  an-  just  sitting 
around  in  dumps. 

— Fernley  Smith. 
National  Association  of 
Recycling  Industries 

Where  to  Now,  Mr.  Robbitis? 

I'm  Numero  Uno.  No  question  about 
that.  Like  Muhammad  Ali  is  the  champ 
in  his  field. 

— Harold  Robbins, 
author  of  Dreams  Die  Firstj 
The  Betsy.  The  Carpetbaggers,  etc. 


Tax  reform  means  don't  tax  you,  don't  tax  me,  tax  that  fellow 

under  the  tree.  — Senator  Russell  Long,  Finance  Committee  Chairman 
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BMW  BRINGS  THE  THRILL  0 

PERFORMANCE  TO  THE 
STUFFY  WORLD  OF  THE  VEff 
EXPENSIVE  LUXURY  SEDAN 


INTRODUCING  THF  BMW  733i. 

It  would  seem  that  the  major- 
ity of  the  world's  auto  manufac- 
turers assume  that  by  the  time 
one  is  able  to  afford  an  expensive 
luxury  sedan  one  has  somehow 
lost  the  craving  for  extraordinary 
performance. 

Which  may  well  explain  why 
so  many  of  the  world's  luxury 
sedans  are  infinitely  more  stimu- 
lating to  sit  in  than  to  drive. 

At  the  Bavarian  Motor  Works 
in  Munich,  Germany,  we  reject 


this  sedentary  approach  to  the 
building  of  automobiles. 

It  is  our  contention  that— how- 
ever luxurious  the  accommoda- 
tions—extraordinary performance 
is  the  only  thing  that  makes  an  ex- 
pensive car  worth  the  money. 

And  so  while  the  BMW  733i 
provides  all  the  creature  comforts 
one  would  expect  to  find  in  a  cost- 
ly European  sedan— supple  leather, 
AM /FM- stereo  cassette,  full 
power  accessories,  etc.— it  also 
provides  a  total  driving  experience 


so  unusual,  so  exhilarating, 
spoil  you  for  any  other  car. 
THE  TACTILE  SENSATIGN 


TRUE  SPORTS  SEDAr^ 


The  genius  of  the  BMW 
lies  not  in  the  fact  that  it  is-] 
European  standards— large 
luxurious. 

Indeed,  the  technical  fe 
volved  here  is  that  the  engir 
at  BMW  have  managed  to  I 
porate  these  qualities  into  a 
that  performs  like  a  BMW 

Its  engine— a  3.3-liter,  fi 


c  1978  BMW  of  North  America  Inc 


jited  masterpiece  of  evolution 
Ifcesign— has  been  called  by 
lass  than  the  editors  of  Road  <5 
H<  magazine, ". .  .the  most  re- 
|i  in-line  six  in  the  world." 
Its  four-speed  transmission 
>matic  is  available)  slips  pre- 
/  into  each  gear.  Its  accelera 
:omes  up  smoothly  with  the 
le-like  whine  peculiar  to 
V 

ts  suspension  system— 
oendent  on  all  four  wheels— 
a  new  and  patented  double- 
ifront  axle— is  astonishingly 
t  and  clean  through  the 
srs. 

father  than  reduce  or  distort 
r  "road  feel"— as  do  the 
mg  systems  found  in  many 
day's  passive  luxury  sedans 
i  suspension  system  of  the 
\/  733i  is  designed  to  pro- 
line driver,  through  the  steer- 
'heel,  with  instant,  precise 
nation  at  all  times,  under  all 
itions. 


THE  INTERIOR.  ENGINEERED 
NOT  DECORATED. 
*       Inside  the  BMW,  where  con- 
ventional luxury  sedans  throw  func- 
tion to  the  wind,  the  engineers  at 
the  Bavarian  Motor  Works  have 
achieved  what  the  editors  of  Motor 
Trend  magazine  describe  as  "...a 
study  in  ergonomic  excellence.' 

There  is  virtually  nothing  in  the . 
BMW  733i  that  does  not  in  some 
way  contribute  to  comfort,  con- 
venience, security  and  efficiency. 

Careful  study  has  been  made 
of  the  critical  interrelation  be- 
tween seat  location,  visual  posi- 
tion, steering  wheel  angle,  pedals 
and  controls. 

Instruments  are  clearly  visible; 
controls  readily  accessible. 

All  seats  have  an  orthopedi- 
cally  molded  shape.  Individual 
seats  are  adjustable  forward  and 
back— with  variable-angle  seat 
back  and  cushion  supports. 

The  steering  wheel  is  tele- 
scopically  adjustable  to  compen- 


sate for  variations  in  arm  length. 

Pedal  direction  and  pedal 
pressure  have  been  carefully  bal- 
anced to  reduce  fatigue  and 
facilitate  effortless  gear  changing. 

So  successful  is  this  integra- 
tion of  man  and  machine  that  when 
you  drive  the  BMW  733i  for  the 
first  time,  you  will  experience  an  al- 
most total  oneness  with  the  car. 

As  the  editors  of  Motor  Trend 
magazine  once  observed,  "The 
reaction  to  a  BMW  is  always  the 
same.  The  first  time  driver  takes 
the  wheel  and  after  a  few  minutes 
no  other  automobile  will  ever  be 
the  same  again." 

If  the  thought  of  owning  such 
a  car  intrigues  you,  call  us  any- 
time, toll-free,  at  800-243-6000 
(Conn.  1-800-882-6500) 
and  we'll  arrange  a 
thorough  test  drive  for 
you  at  your  nearest 
BMW  dealer. 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany. 


Sadat  To  Israel: 

We  Are  Ready 

For  Normalization 

In  Every  Sense  Of  The  Word 


By  JAMES  W.  MICHAELS 
with  Yassin  El-Ayouty 

The  very  day  after  rumors  of  his  assassination  upset  the 
currency  and  stock  markets  of  the  world  late  last  month, 
Egyptian  President  Anwar  el-Sadat  took  time  out  to  talk  with 
Forbes  about  Egypt's  future  and  the  potential  economic  role 
of  Israel  in  a  peaceful  Middle  East. 

Supposing  the  present  crisis  can  be  gotten  over,  we  asked 
Sadat.  Would  Egypt  accept  Israel  as  a  trading  partner  on  the 
basis  of  full  equality?  Sadat's  reply  was  unequivocal. 

"It  is  a  pity,  really,  because  what  Israel  asked  always  was 
only  acceptance  and  recognition  from  the  Arab  world.  To 
accept  them  and  to  recognize  them.  When  I  come  now  and  say 
that  we  are  ready,  Egypt  is  ready  for  the  normalization" — at 
this  point,  Sadat  paused  to  choose  his  words  carefully — "to  the 
extent  of  normalizing  everything  100%,  Egypt  is  ready  for  good 
neighborliness  in  every  sense  of  the  word.  But  Egypt  is  not 
ready  at  all  for  trespassing  on  its  land  or  sovereignty.  Well,  you 
see  this  Israeli  attitude.  ..."  He  stopped  speaking  for  a  few 
moments,  apparently  unwilling  to  say  anything  bitter  about  the 
Israeli  government's  negotiating  position.  But  then  he  re- 
sumed with  his  hopeful  line. 

"If  I  have  already  visited  Jerusalem  and  in  the  Knesset  faced 
them,  what  is  open  borders  now?  Nothing  at  all.  Yes,  there  will 
be  open  borders.  Yes,  there  will  be  exchange  in  every  way.  I 
need  technology.  I  need  the  know-how." 

Our  next  question  was:  Could  you  be  more  specific  about  the 
potential  economic  relations  between  Egypt  and  Israel?  Sadat 
replied: 

"I  do  not  know  what  is  there.  They  didn't  give  me  the 
opportunity  to  know  it  because  when  I  went  to  Jerusalem 
open-hearted — really,  I  was  open  for  everything — but  when 
they  had  this  [negative]  answer  from  their  side  I  don't  know 
whatjthey  have.  I  was  going  to  ask  them,  What  have  you  done 
in  the  desert?'  I  know  they  have  experience  in  this  [cultivation 
of  arid  land].  For  instance,  in  northern  Sinai — that  they  want 
to  keep,  and  they  shall  not  keep — I  wanted  to  ask  them  about 
their  experience,  but  I  couldn't  because  we  couldn't  agree  on 
the  very  primitive  principles  that  good  neighbors  should  not 
trespass  on  the  other's  sovereignty  or  land. " 

Sadat's  clear  implication  was  that  trade  and  economic  rela- 
tions would  be  an  item  high  on  the  agenda  once  a  peaceful 


territorial  settlement  was  reached.  In  a  separate  interview 
Osman  Ahmed  Osman,  Egypt's  leading  builder  and  a  close 
Sadat  friend,  went  further:  "The  U.S.  fought  a  war  with 
Germany  and  Japan,"  he  reminded  us,  "and  now  they  are  your 
closest  allies.  Sure,  the  Israelis  could  come  here  and  open 
businesses.  Sure,  we  could  have  joint  ventures  with  them." 
Osman  went  on  to  recall  the  active  role  that  Jews  had  played  in 
Egypt's  political  and  economic  life  prior  to  1948.  "We  need 
them,"  he  said  flatly. 

It  is  clear  to  any  visitor  that  people  in  Cairo  are  tired  of  the 
Palestinian  question,  of  this  30-year  Arab-Israeli  confrontation. 
They  are  angry  with  what  they  call  "microphone  warriors" — 
Arab  chieftains  like  Algeria's  President  Houari  Boumediene 
and  Libya's  Colonel  Muammar  el  Qaddafi,  who  seem  willing  to 
fight  to  the  last  Egyptian.  There  is  a  clear  spirit  of  "Egypt 
first"  in  the  air  and  it  is  clearly  articulated  by  the  Cairo 
newspaper  Akhbar  el-Yom,  a  weekly  which  has  1.2  million 
readers,  making  it  the  most  influential  newspaper  in  the 
entire  Middle  East. 

Again  and  again  Sadat  has  told  friends:  "We  cannot  fight  and 
develop  at  the  same  time."  And  economic  development  can  no 
longer  be  put  off;  the  country  is  almost  literally  falling  apart. 
The  tourist  potential  is  tremendous — Cairo  is  only  a  few  hours 
by  air  from  most  of  Europe — but  the  Cairo  airport  cannot  take 
jumbo  jets.  There  is  such  a  shortage  of  hotel  rooms  that  many 
visitors  spend  hours  cruising  about  the  city  seeking  a  bed.  The 
telephone  system  is  so  bad  that  when  one  wants  to  speak  with 
someone  across  town,  it  is  often  easier  to  find  a  taxi  and  creep 
through  Cairo  traffic.  Speaking  of  the  15  years  of  "socialist 
planning"  under  the  late  President  Gamal  Abdel  Nasser,  a 
leading  Cairo  journalist  says:  "Nasser  promised  to  raise  the 
Egyptian  village  to  the  level  of  Cairo;  instead  he  reduced  Cairo 
to  the  level  of  an  Egyptian  village.  "  Cairenes  speak  bitterly  of 
their  city,  with  its  unpaved  streets  and  inadequate  sewage,  as 
"the  new  Calcutta." 

Once  a  major  exporter  of  food,  Egypt  last  year  had  to  spend 
around  $2  billion  in  scarce  foreign  exchange  to  import  food  to 
feed  a  population  that  is  growing  by  1  million  people  a 
year.  The  Nile  Valley,  which  for  centuries  supported  maybe 


Sadat  Near  The  Great  Sphinx  Outside  Cairo  Earlier  This  Year: 

High  on  Egypt's  agenda  is  trade  with  Israel — given  peace. 
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3  million  people,  is  now  teeming  with  40  million.  Another  war 
is  a  luxury  Egypt  cannot  afford. 

Why  did  Egypt  fall  so  far  behind  other  developing  coun- 
tries— Mexico,  Brazil,  South  Korea?  For  many  reasons  it 
should  have  been  one  of  the  fastest-developing.  Whereas  it 
took  the  petroleum  boom  to  waken  most  of  the  Arab  Middle 
East  from  its  sleep  of  centuries,  Egypt  had  been  pulled  into  the 
modern  world  early  in  the  19th  century,  when  Nappleon 
invaded  the  country  with  a  French  army  and  brought  with  him 
technology  and  modern  ideas.  Egypt  soon  had  modern  medi- 
cine, a  modern  army,  European-style  education  and  the  begin- 
nings of  industry. 

Why  did  Egypt,  despite  its  big  headstart,  fall  so  far  behind 
economically? 

That's  not  an  easy  question  for  Sadat.  Of  course  he  knows  the 
answer:  15  years  of  stagnation  under  Nasser.  But  Sadat  was 
himself  part  of  the  regime;  he  was  Nasser's  vice  president.  So 
Sadat  handles  the  question  carefully,  with  many  pauses  as  he 
searches  for  neutral  words.  He  begins  by  putting  some  of  the 
blame  on  the  British,  who  ran  Egypt  from  1882  to  1952. 

"We  always  compared  ourselves  with  the  Japanese  because 
we  started  [developing  a  modern  society]  at  the  same  time. 
You  know,  Egypt  was  connected  with  Europe  since  the  early 
19th  century;  it  is  not  like  any  other  Arab  state.  We  had  our 
universities,  we  had  our  cadres,  we  had  everything.  But  we 
were  occupied  by  the  British  and  they  printed  in  our  school- 
books  that  Egypt  is  only  an  agricultural  country.  I  learned  it 
myself  when  I  was  a  student.  They  tried  to  make  us  their  ranch 
that  cultivates  cotton  for  them." 

Then  Sadat  gets  to  the  real  point. 

"After  our  revolution,  really,  we  had  a  great  opportunity.  In 
1957  we  Egyptianized  all  our  economy.  Until  then  everything 
was  still  in  the  hands  of  foreigners.  Not  nationalized — Egyp- 
tianized. This  was  a  great  starting  point,  if  it  had  been  exploit- 
ed. We  had  more  than  £1.4  billion  at  that  time — and  this  was 
really  something  in  1957  [about  the  equivalent  in  purchasing 
power  of  $10  billion  today — Ed.].  This  should  have  created  a 
really  marvelous  start.  But  unfortunately  it  didn't  work  like 
that.  It  ended,  really,  in  a  very  unfortunate  result." 

Other  Egyptians  are  not  so  circumspect  about  the  Nasser 
period.  Mustafa  Amin,  who  with  his  late  twin  brother  founded 
the  influential  Akhbar  el  Yom  and  who  was  jailed  by  Nasser, 
says  bluntly:  "It  wasn't  the  four  wars  that  held  us  back.  It  was 
dictatorship.  Military  dictatorship."  He  recalls  how  Nasser  put 
an  army  sergeant  in  charge  of  his  newspaper  and  how  the 
sergeant  took  £25,000  intended  for  new  machinery  and  paid  it 
out  as  a  bonus  to  the  workers.  The  once  highly  profitable 
publishing  venture  ended  up  deep  in  the  red.  Amin,  a  big, 


". . .  People  in  Cairo  are  tired  of  Arab  chief- 
tains like  Boumediene  and  Qaddafi,  who 
seem  willing  to  fight  to  the  last  Egyptian  . . ." 


burly  man  with  a  sense  of  humor,  quips:  "Why  did  we  have  so 
many  babies?  Because  it  was  the  only  safe  thing  to  do  under 
the  Nasser  dictatorship.  " 

Sadat  is  a  deeply  intelligent  man  but  no  intellectual.  Ab- 
stract concepts  are  not  his  natural  idiom;  he  uses  words  like 
socialism  and  capitalism  in  ways  no  textbook  would  recognize. 
He  insists  that  socialism  is  his  government's  objective.  But 
when  he  starts  to  talk  about  his  "socialism"  it  sounds  remark- 
ably unlike  Nasser's  socialism  and  remarkably  like  capitalism  as 
practiced  in  the  U.S.  today.  Said  he: 

"My  system  is  this — democratic  socialism.  Capitalism  gives 
the  individual  the  full  liberty  to  crush  whatever  comes  in  his 
way.  On  the  other  hand,  in  Marxism,  ownership  is  forbidden 
and  everyone  is  to  work  like  a  machine.  In  our  system — like  in 
Austria,  in  the  Netherlands — we  have  full  democracy,  not  like 


Marxism.  This  is  not  the  pattern  of  socialism  that  sacrifices  the 
individual  for  the  community  under  slogans  and  so  forth.  We 
have  seen  that  here  [in  Nasser's  time]  and  we  have  applied  it 
here.  It  is  false,  completely  false. 

"But  in  my  system,  like  in  Austria,  in  Sweden,  in  Denmark, 
in  West  Germany,  we  have  democracy.  We  have  a  social 
system  that  comes  out  of  our  tradition.  The  main  guidelines  in 
my  democratic  socialism  here  is  that  we  seek  the  individual's 
welfare  instead  of  crushing  him  for  the  benefit  of  the 
community." 

Sadat  recounts  proudly  that  on  Egypt's  Mother's  Day,  Egyp- 
tian television  interviewed  a  poor  village  woman  who  de- 
scribed how  one  of  her  sons  was  studying  engineering  at  a 
university  and  another  medicine.  By  "socialism"  Sadat  clearly 
means  equality  of  opportunity.  But  not  once  does  he  talk  about 


". . ,  'Quite  right.  We  are  doing  our  best  to  get 
rid  of  [red  tape].  But  you  can't  undo  20  years 
of  strings  in  one  year  or  two  or  three' . . ." 


state  ownership  of  industry.  Instead  he  talks  about  encouraging 
private  investment. 

"As  we  apply  socialism  here,  we  have  started  joint  ventures 
[with  the  private  sector  and  with  foreigners].  The  private 
sector  is  flourishing  after  neglect  of  more  than  20  years,  a 
neglect  for  which  this  country  has  really  suffered.  "  He  went  on 
to  add  that  where  the  government  participates  in  joint  ven- 
tures with  private  capital,  it  will  be  private  capital  that  runs 
things:  "We  will  give  the  management  to  the  know-how,"  is 
the  way  he  puts  it. 

Beminded  that  the  swollen  Egyptian  bureaucracy  still  re- 
tains many  of  its  powers  from  Nasser's  day,  that  red  tape  is 
dampening  the  natural  energies  of  the  Egyptian  people  and  is 
the  bane  of  foreign  investors,  Sadat  quickly  agreed. 

"Quite  right.  Quite  right.  It  is  a  fact.  We  are  doing  our  best 
to  get  rid  of  it.  I  think  we  have  succeeded  in  the  last  two  years 
in  pushing  much  more  initiative  into  the  people.  But  it  will 
take  some  time.  You  can't  undo  20  years  of  strings  [red  tape]  in 
one  year  or  two  or  three. 

"But  go  to  the  Suez  Canal  and  see  our  plans.  Miracles  have 
been  achieved,  miracles,  really.  In  lots  of  places  there  are 
miracles.  And  in  other  places,  yes,  we  have  this  red  tape,  this 
bureaucracy. " 

When  he  talks  about  his  priorities,  Sadat  puts  flesh  on  the 
bare  bones  of  his  social  and  economic  philosophy.  No  talk  of 
the  giant  steel  mills,  say,  that  socialist  planners  love. 

"My  priorities  are  food  and  housing.  It  is  a  disgrace  that  we 
don't  produce  all  of  our  food  here.  We  have  the  weather,  the 
water,  the  farmers,  the  land.  Everything.  It  is  only  the  new 
technology  that  we  need.  I  am  trying  this  in  joint  venture  with 
your  people  and  with  the  Germans." 

Egypt's  great  problem  with  food,  of  course,  is  the  country's 
lack  of  rainfall.  Only  4%  of  the  land  is  cultivated,  and  that 
mostly  along  the  Nile.  The  rest  is  desert,  hence  close  to  40 
million  people  must  live  off  10  million  acres.  Spain,  for  in- 
stance, has  roughly  the  same  number  of  people  but  five  times 
the  cultivable  land.  Sadat  talks  of  pioneering  in  the  desert,  of 
establishing  new  settlements  on  land  already  irrigated  or  soon 
to  be  irrigated  by  Nile  water  backed  up  behind  the  mighty 
Aswan  dam.  Sadat: 

"I  have  asked  for  new  technology  in  irrigation.  Why?  We  are 
irrigating  now  like  in  the  pharaohs'  times,  thousands  of  years 
ago — just  flooding  the  land.  We  used  7,000  cubic  meters  of 
water  for  one  acre.  If  we  can  save  half  of  this,  we  can  irrigate 
additional  millions  of  acres." 

For  seven  years  now,  massive  amounts  of  water  have  been 
building  up  in  Lake  Nasser,  behind  the  Aswan  dam.  The  plan 
Sadat  has  approved  calls  for  a  canal  to  carry  some  of  this  water 
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to  desert  lands  on  both  sides  of  the  strip  of  new  farmland 
already  irrigated  from  Lake  Nasser.  An  Egyptian  scientist  says: 
"Hell,  we  have  so  much  water  behind  Aswan  thai  we  could 
pipe  some  of  it  to  Israel,  if  peace  comes." 

Warming  to  his  subject,  Sadat  says  that  Egypt  could  begin 
feeding  itself  once  again  soon.  "Achieving  food  security,"  is 
what  he  calls  it.  "After  L980  I  shall  be  breathing  very  easily  and 
having  the  food  for  my  people."  Main  experts  regard  this  as  a 
wildly  overoptimistic  view.  However,  Sadat  ticks  off  Egypt's 
growing  economic  strengths:  the  reopened  Suez  Canal,  grow- 
ing oil  exports,  tourism,  remittances  from  the  Egyptians — 
skilled  and  unskilled — who 
labor  overseas.  By  1980  he 
expects  the  canal  to  produce 
$1  billion  a  year  in  foreign 
exchange  as  against  last  year's 
roughly  half  billion;  oil,  $1.1 
billion  from  $600  million; 
tourism,  perhaps  $1  billion. 

But  he  agrees:  "We  lace 
three  critical  years.  After  that 
I  shall  be  in  a  position  to  start 
the  economic  takeoff." 

If  Egypt  can  reach  this 
"takeoff  point" — with  its  in- 
frastructure functioning,  with 
foreign  exchange  rolling  in, 
with  military  spending  cur- 
tailed— Sadat's  advisers  think 
that  Arab  oil  money  will  pour 
in — seeking  investment. 

Having  rescued  Egypt 
from  defaulting  on  its  foreign 
debts,  Saudi  Arabia,  Kuwait, 
Qatar  and  the  United  Arab 
Emirates  are  subsidizing 
Egypt  to  the  tune  of  $2  billion 
or  so  a  year,  ostensibly  to 
help  finance  the  confrontation 
with  Israel.  Will  the  aid  con- 
tinue if  peace  comes?  Sadat 
ducks  the  question  by  saying: 
"I  am  not  asking  for  aid.  I  am 
asking  for  joint  ventures.  Like 
my  [Sumed]  pipeline  from 
Suez  to  Alexandria.  My  dear 
friend  King  Faisal  said  he 
would  provide  the  $400  mil- 
lion to  build  it  and  we  could 
repay  him.  I  told  him,  No, 
that  is  not  my  idea.  My  idea  is 
that  you  come  and  share  with 
me,'  and  I  gave  them  and  Ku- 
wait and  the  Emirates  and  Qatar  50%.  Fifty  percent.  This  will 
yield  a  good  profit  lor  them." 

If  Ar  ab  oil  money  were  heavily  invested  in  Egypt,  it  would 
help  the  industrial  countries  as  well.  They  would  have  Egypt  as 
a  market.  And  the  oil  Arabs  would  have  productive 
investments. 

"Right.  Right.  Right,"  Sadat  agreed,  eagerly.  "And  instead 
of  losing  billions  whenever  the  dollar  is  hit,  like  yesterday  with 
the  news  that  I  had  been  shot."  He  throws  his  head  back  and 
laughs.  "On  this  point  I  think  I  have  the  agreement  of  the  U.S. 
and  of  my  colleagues  in  the  Arab  world." 

One  of  the  more  intriguing  proposals  for  Egyptian  develop- 
ment involves  the  Qattara  Depression,  a  huge  circular  area  in 
northern  Egypt  that  lies  below  the  level  of  the  Mediterranean 
Sea.  By  digging  a  canal  from  the  Mediterranean  to  this  low- 
lying  area,  a  vast  lake  would  be  created,  generating  huge 
amounts  of  electricity  from  the  water  flow.  Sadat: 

"Yes.  Yes.  Yes.  Thanks  to  my  friend  [German  Chancellor  | 


Sadat  At  His  Residence  Overlooking  Suez  Canal  At  Ismailia: 

"I  must  tell  you  this,"  he  says,  wearily,  "there  is  no  going  back 
on  my  peace  initiative.  I  have  chosen  my  fate." 


Helmut  Schmidt,  West  Germany  has  paid  all  the  costs  of  the 
feasibility  study,  which  is  nearly  completed.  They  have  alreadv 
discussed  the  possibility  of  digging  the  canal  with  clean  nuclear 
power.  It  will  be  another  Aswan  High  dam  for  us,  really." 

A  target  date  for  Qattara? 

"I  think  it  will  take  eight  years." 

What  about  birth  control?  Egypt  is  heading  for  a  population 
of  70  million  within  20  years.  Sadat: 

"We  are  doing  and  we  shall  be  doing.  But  it  is  illiteracy  that 
is  the  real  problem.  In  the  country  the  people  consider  their 
children  part  of  their  capital.  But  in  the  c  ities  you  can  sec  that 

everyone  knows  how  much  it 
costs  to  keep  his  boys  in 
school  and  so  on.  We  are  try- 
ing to  improve  on  [birth 
control],  but  the  progress  is 
very  slow. 

"Yes,  the  population  situa- 
tion is  very  dangerous.  For 
this  I  am  starting  the  new  ag- 
ricultural communities  1  told 
you  about — my  own  version 
of  America's  pioneering  drive 
to  the  West." 

We  reminded  Sadat  that 
main  foreign  businessmen 
had  come  to  Egypt,  attracted 
by  the  potential  ol  the  people 
and  by  the  possibilities  inhci 
ent  in  a  marriage  of  American 
know-how  and  Arabian  oil 
money.  But  they  had  often 
gone  away  discouraged — by 
the  bureaucracy,  the  non 
functioning  telephones,  the 
bad  roads.  What  is  his  mes- 
sage to  such  potential 
investors? 

"That  they  should  not  lose 
the  spirit  of  pioneering  that 
you  built  America  with. 
Please  be  patient  with  me, 
because  I  don't  have  any  in- 
frastructure; it  was  damaged 
100%.  You  know,  the  Ger- 
man Telefunkcn  people  arc 
working  with  the  telephones, 
but  it  needs  another  year  and 

a  half.  But  il  you  come  with 
the  pioneering  spirit,  you  can 
profit  beyond  imagination. 
Egypt  is  a  completely  virgin 
country  for  investment. 
"Look  at  the  positive  side.  We  have  no  problem  of  energy. 
[Egypt  exports  oil.  ]  We  have  our  cadres:  L3  uni\  ersities,  2(X),(KK) 
graduates  every  year  in  medicine,  in  engineering,  in  ever) 
field — and  they  are  equal  to  your  people  in  the  U.S.  [we  have] 
very  cheap  labor.  If  you  add  all  this  together  you  should  not  be 
discouraged.  You  [American  businessmen]  should  come." 

There  was  time  for  one  more  question,  and  we  asked  the 
obv  ious  one:  Are  you  discouraged  about  prospects  for  peace? 

"By  nature  I  am  optimistic.  Really.  I  am  optimistic  by 
nature.  Before  I  visited  my  friend  President  Carter  in  Febru- 
ary I  was  really  disheartened  and  discouraged,  but  I  returned 
from  this  trip — after  meeting  with  all  our  friends  in  Western 
Europe — with  more  perseverance.' 

A  note  of  weariness  comes  into  Sadat's  voice.  "I  must  tell  you 
this:  I  have  chosen  my  late.  There  is  no  going  back  on  my 
[peace  1  initiative.  I  am  sure  it  will  work.  But  we  shall  have  lots 
ol  difficulties  with  those  idiots  who  don't  understand  the  n-al 
situation."  ■ 
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The  Rankers:  Sorting  diamonds  at  de  Beers'  Central  Selling  Organization  in  London. 


A  Diamond  Is  Forever 
...  Rising  In  Price 

There's  a  rough  game  going  on  in  the 
diamond  market  between  dealers  and  de  Beers. 
It's  not  a  game  for  amateurs. 


"We  haven't  seen  anything  like  this 
since  1947,"  says  a  top  executive  of  de 
Beers'  Central  Selling  Organization  in 
London,  where  80%  of  the  output  of  the 
world's  diamond  mines  is  sold.  Things 
are  even  worse  at  wholesale,  he  says. 
Dealers  and  cutters  in  Antwerp,  Bom- 
bay, London,  New  York  and  Tel  Aviv— 
mainly  in  Tel  Aviv — are  trading  uncut 
stones  back  and  forth  at  between  50% 
and  100%  above  what  de  Beers  charges. 
And  that  despite  the  fact  that  two  stiff 
price  hikes  by  de  Beers  raised  the  CSO 
base  price  of  diamonds  35%  over  the  past 
12  months. 

These  facts  are  quickly  and  painfully 
verified  by  any  young  man  who  prices  a 
diamond  today.  This  year  the  mandatory 
one-carat,  top-quality  stone  needed  to 
prove  honorable  intentions  costs  close  to 
$20,000,  and  Harry  Winston  in  New 
York's  high-rent  district  might  ask  up  to 
$32,000  for  it.  Last  year  the  tab  might 
have  been  $12,500.  In  such  a  runaway 
market,  Liz  Taylor  is  even  offering — at 
$4  million — the  69-carat  rock  Richard 
gave  her  back  in  1969.  (He  paid  about  $1 


million  for  it.)  And  leading  dealers  have 
no  doubt  she'll  get  it. 

What's  happening?  Has  de  Beers  been 
holding  stones  off  the  market  to  drive 
prices  up?  "On  the  contrary,"  replies  the 
de  Beers  executive.  "We  have  put  an 
awful  lot  of  diamonds  on  the  market  in 
the  last  year,  much  more  than  in  pre- 
vious years.  In  Israel,  where  these  pre- 
miums are  most  evident,  they've  had 
about  20%  more  diamonds  from  us  in 
each  of  the  last  two  years — in  bulk,  not 
in  money  terms.  That  is  very  substantial. 
They  are  importing  more  than  they  are 
exporting  at  the  moment.  Well,  you 
can't  eat  the  stuff.  Some  people  are  not 
doing  normal  trade.  They  are  carrying 
unusually  high  inventories.  This  is  the 
problem." 

Israeli  trade  statistics  tend  to  confirm 
this.  While  Israel's  net  imports  of  uncut 
diamonds  has  soared  from  5.8  million 
carats  in  1975  to  8.6  million  in  1976  and 
11.2  million  last  year,  exports  of  cut  dia- 
monds from  Israel  have  plateaued  at  a 
much  lower  level:  2.7  million  carats  in 
1975,  3.3  million  in  1976,  3.35  million 


last  year.  Nor  is  it  any  secret  where  those 
imports  are  coming  from,  since  ship- 
ments of  diamonds  from  de  Beers  to 
Israel  have  risen  from  3.06  million  carats 
in  1975  to  4.3  million  in  1976  and  5.2 
million  last  year.  Israeli  dealers  and  cut- 
ters bought  most  of  their  diamonds  last 
year  from  dealers  and  cutters  in  the  oth- 
er great  diamond-cutting  centers  all  over 
the  world. 

Why  is  all  the  hoarding  concentrated 
mainly  in  Tel  Aviv?  That's  not  too  hard  to 
figure  out  either.  International  diamond 
trading  is  done  in  U.S.  dollars,  in  part 
because  52%  of  all  the  diamonds  sold 
each  year  are  sold  to  U.S.  citizens.  Any 
diamond  dealer  these  days  may  be  ex- 
cused for  preferring  to  keep  his  money  in 
diamonds  rather  than  in  ever-weaker 
U.S.  dollars.  But  a  diamond  dealer  in 
Israel  has  even  more  incentive  than 
most,  since  he  has  to  contend  with 
42.5%  inflation  and  yet  can  borrow  on 
trade  credit  at  7.5% — a  form  of  state 
subsidy. 

"Trade  credit  costs  only  6%  in  Israel 
for  diamond  dealers,"  says  the  de  Beers 
executive;  "it's  cheaper  than  elsewhere. 
Everybody  is  saying  the  dollar  is  weak, 
why  hold  dollars?  The  little  dealer  says 
Blimey!  Maybe  these  clever  guys  are 
right.  I  don't  want  to  hold  dollars  either.' 
It  s  human  nature." 

Diamond  dealers  themselves  do  not 
dispute  this.  "People  are  sitting  on  rough 
[uncut  stones] — there  is  a  shortage 
there,"  says  a  dealer  in  London's  Hatton 
Garden  district  (where  there  have  been 
two  murders  in  recent  weeks,  as  there 
have  been  on  New  York's  diamond  alley, 
47th  Street,  so  dealers  don't  like  their 
names  bandied  about).  "This  is  a  danger- 
ous market.  A  lot  of  people  owe  a  lot  of 
money  to  the  banks,  and  if  the  market 
does  change  dramatically,  they  could  be 
forced  to  sell,  and  their  capital  base  is 
not  large  enough  to  withstand  the  loss. 
Some  people  are  going  to  get  their  fin- 
gers burned." 

The  storm  warnings  of  an  overheated 
bull  market  are  everywhere.  Prestigious 
New  York  jeweler  Tiffany  &  Co.  recently 
took  an  ad  (see  following  page)  in  The 
New  York  Times  warning  that  "some 
speculators  have  driven  diamond  prices 
too  high.  We  suggest  you  look  before 
you  leap."  Tiffany  was  only  taking  a  tip 
from  de  Beers,  which  had  issued  its  own 
stern  warnings  the  week  before. 

"There  has  developed  in  recent 
months  a  high  level  of  speculative  trad- 
ing which  has  carried  the  price  of  rough 
diamonds  in  the  open  market  to  levels 
which  are  not  justified  in  relation  to 
prices  at  consumer  levels,"  the  de  Beers 
statement  read.  "Stocks  at  inflated 
prices  have  accumulated  in  the  cutting 
centers  and  are  largely  financed  by  bank 
credit,  which  is  now  at  a  level  substan- 
tially higher  than  that  needed  to  finance 
the  normal  working  of  the  industry.  The 
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market  should  be  alert  to  the  dangers 
inherent  in  this  situation." 

Why  all  the  jawboning  from  all  sides? 
Why  doesn't  de  Beers  just  flood  the 
market  and  be  done  with  it?  Because  it 
can't.  "If  we  released  more  inventory  I 
don't  think  it  would  have  any  effect  at 
the  present  time,"  says  the  de  Beers 
executive. 

Nor  are  further  price  hikes  the  an- 
swer. If  de  Beers  believes  the  market  is 
overheated  and  prices  are  too  high,  then 
to  raise  the  base  price  merely  commits 
de  Beers  to  maintaining  prices  in  the 
future  at  an  unreasonably  high  level  in 
the  event  of  market  collapse.  It  also  re- 
I     wards  the  hoarders. 

"Obviously  we  raised  prices  in  the 
past  because  we  thought  we  might  cool 
the  market  down,"  says  the  de  Beers 
executive,  "but  there  is  a  limit  to  what 
you  can  keep  on  doing  there,  because 
;  one  always  has  to  think  about  the  price 
the  consumer  is  going  to  have  to  pay. 
And  there  is  also  the  reverse  reaction: 
People  say:  They  raised  it  the  last  time. 
They  will  do  it  again.'  So  the  fellow  does 
not  sell  any  diamonds  now.  He  says: 
'Why  should  I?  I  have  done  frightfully 
well.  Each  time  I  don't  sell,  my  inven- 
tory is  worth  more.'  Don't  forget,  one  is 
dealing  with  basically  small  people,  not 
mighty  corporations." 

Possible  solution:  On  Mar.  17  de  Beers 
announced  that  a  "surcharge"  might  be 
imposed  at  its  discretion  "if  speculative 
trading  continues"  so  as  "to  ensure  that 
i  the  producers,  for  whom  we  act,  receive 
the  benefit  of  the  current  high  market 
prices."  Just  how  stiff  that  surcharge 
might  be  will  depend  on  market  condi- 
tions at  the  time  (it  will  be  40%  at  the 
:  March  "sight,"  meaning  sale).  "Basically 
you  don't  want  to  say  anything;  you  want 
to  look  clever,"  remarks  the  de  Beers 
executive.  "A  very  good  general  during 
the  war  said,  Always  assume  chaps  are 
brilliant.'  He  was  brilliant,  worked  for 
Slim  [a  renowned  British  general]  in  the 
Far  East.  'The  moment  you  open  your 
is  I  mouth,' he  said,  you  often  confirm  every- 
body's views  about  you.'  ' 

The  clever  thing  about  the  surcharge 
for  de  Beers,  of  course,  is  that  it  is  a 
way  of  raising  prices  temporarily  with- 
out committing  the  company  to  support- 
■  ing  them  at  that  level  if  everything  else 
falls  out  of  bed.  And  fall  out  of  bed 
everything  very  well  may: 

"There  will  be  an  automatic  cooling  off 
when  they  all  go  on  holiday,"  says  the  de 
Beers  executive  cryptically,  referring  to 
the  fact  that  Passover  begins  on  Apr.  22 
and  that  diamond  dealers  are  predomi- 
nantly Jewish. 

"If,  after  that,  the  American  economy 
continues  slumping  as  it  is  at  the  mo- 
ment," the  de  Beers  executive  goes  on, 
*     "this  will  begin  to  have  a  material  effect 
because  the  fellow  in  New  York  at  the 
:    retail  end  will  say  he  doesn't  want  any 


Diamonds  Are  Too  High 

This  may  be  an  unusual  statement  by 
an  organization  like  Tiffany  &  Co. 

But  some  speculators  have  driven  dia- 
mond prices  too  high. 

We  suggest  you  look  before  you  leap. 


TlFFANY&CO. 


Forewarned  Is  Forearmed:  Tiffany's 
warning  about  too-high  diamond  prices 
could  help  put  a  crimp  in  the  boom. 


more  diamonds  thank  you  very  much, 
and  he  will  cancel  his  order." 

And  then  all  the  diamond  traders/ 
speculators  will  be  driven  out  of  busi- 
ness? "The  market  won't  go  down  as  far 
as  where  it  started  from,  I  don't  think," 
replies  the  de  Beers  executive,  smiling 
sagely. 

Mere  posturing,  reply  some  diamond 
traders.  "I  feel  for  de  Beers,"  says  a 


By  FRANK  VOGL 

Life  would  probably  be  a  lot  more  tran- 
quil these  days  for  the  International 
Bank  for  Beconstruction  &  Development 
if  it  were  not  headquartered  a  couple  of 
blocks  from  the  White  House,  a  block 
farther  from  the  U.S.  Treasury  Depart- 
ment and  within  mortar  range  of  Capitol 
Hill.  Since  the  U.S.  government  owns 
almost  24%  of  the  World  Bank's  stock, 
being  out  of  sight  would  hardly  put  the 
bank  out  of  mind.  But  federal  officials 
might  not  be  reminded  so  frequently  of 
the  fact  that  many  executives  of  the  bank 
make  more  money  than  they  do.  And  at 
precisely  the  moment  when  the  bank's 
staff  may  be  expecting  something  like  a 
7%  cost-of-living  raise,  a  study  from  the 
Treasury  Department  has  suggested 
what  could  amount  to  a  5%-to-10% 
across-the-board  cut  in  the  incomes  of 
non-Americans,  who  are  exempt  from 


Hatton  Garden  dealer  magnanimously. 
"They  like  to  think  they  are  in  complete 
control,  and  at  the  moment  they're  not. 
And  that's  a  pity." 

If  de  Beers  isn't  in  complete  control, 
it's  cowering  all  the  way  to  the  bank. 
Preliminary  results  for  calendar  year 
1977  show  that  earnings  for  the  de  Beers 
Consolidated  Mines  of  South  Africa 
nearly  doubled  to  $717  million,  or  about 
$2  a  share. 

But  don't  think  you  missed  the  boat  by 
not  investing  in  the  American  Deposi- 
tory Receipts  of  de  Beers  years  ago.  For 
most  of  the  Seventies  they  have  been 
fluctuating  between  $2  and  $7.50  a 
share,  despite  a  steady  tripling  in  dia- 
mond prices  in  the  face  of  global  reces- 
sion. De  Beers  ADRs  recently  sold  for 
$4.50,  a  miserable  2.2:1  price/earnings 
multiple,  for  reasons  that  have  more  to 
do  with  politics  and  racial  tension  than 
they  have  to  do  with  economic  funda- 
mentals. For  example,  Consolidated 
Diamond  Mines,  the  crown  jewel  of  de 
Beers,  is  located  just  north  of  the  South 
African  border  in  Namibia  (South  West 
Africa)  which  is  scheduled  to  become 
independent  next  year. 

Tiffany  is  right:  In  the  midst  of  a  roar- 
ing bull  diamond  market,  look  before 
you  leap.  Or  better  yet,  just  look.  ■ 


U.S.  taxes,  and  the  equivalent  of  a  20% 
cut  in  the  pay  on  a  gross  tax  basis  of  the 
22%  of  employees  of  the  bank  who  are 
U.S.  nationals. 

If  that  sounds  like  a  typical  labor  dis- 
pute, it  is  emphatically  not,  because, 
despite  its  shareholding,  the  U.S. 
doesn't  own  the  bank  or  even  control  it. 
Congress  is  a  major  source  of  capital, 
through  loans  and  appropriations,  for 
bank  activities.  But  Germany,  Japan  and 
other  developed  and  developing  coun- 
tries own  shares,  provide  capital  and  sit 
on  the  board.  And  some  of  them  think 
that  pay  and  perquisites  should  rise,  not 
fall,  if  the  bank  is  to  continue  to  attract 
the  caliber  of  bankers,  lawyers  and  tech- 
nologists it  requires. 

What  scrambles  the  situation  even 
more  is  that  Congress  and  the  Adminis- 
tration want  changes  in  bank  policy. 
Congressmen  seem  far  more  concerned 
about  bank  lending  to  countries  that  vio- 


Cutting  Fat 
Or  Muscle? 

That's  the  issue  as  the  Treasury  Department  presses 
for  pay  cuts  and  well-paid  World  Bankers  talk  strike. 
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Generous  To  A  Fault? 

Are  World  Bank  employees,  especially  U.S.  nationals,  overpaid?  The  argument  that  they  are  rests  on  the  fact 
that  World  Bank  workers  earn  about  the  same  as  their  opposites  in  the  U.S.  bureaucracy  in  comparable 
grades,  but  World  Bank  wages  are  not  taxed.  On  the  other  hand,  the  hard  figures  clearly  can't  reflect  important 
intangibles  such  as  morale,  competency  and  efficiency.  Below,  some  examples: 


World  Bank 
Job  Level 

Job  Description 

World  Bank 
Net  Pay 

Gross  Pay 
Equivalent* 

Comparable  U.S. 
Govt.  Gross  Pay  and  Rank 

Q 

Vice  President 

$45,900-$53,680 

$80,000-$97,320 

$50,000 
Asst.  sec.  of  a  dept. 

0 

Deputy  dept.  director, 
top  sr.  adviser 

$40,420-$48,810 

$67,840-$86,470 

$47,500 
Head  of  large  dept. 
section,  office  director 
(GS  17) 

M 

Sr.  adviser  of  a 
large  division  or  chief 
of  a  division 

$29,970-$38,940 

$44,980-$64,560 

$36,171-$47,025 
Nonmanagerial  specialist 
or  adviser 
(GS  15) 

K 

Loan  officer,  project 
engineer 

$20,650-$29,210 

$27,320-$43,450 

$21,883-$28,444 
Entry  level  graduate 
qualified  professional 
(GS  12) 

*  What  U.S.  taxpayers  must  earn  for  the  same  take-home  pay,  as  estimated  by  Treasury  Department  sources. 


late  human  rights  and  to  projects  that 
promote  the  output  of  commodities  that 
directly  compete  with  U.S.  products  on 
global  markets.  These  considerations  as 
well  as  bank  pay  levels  are  involved  as 
the  Administration  now  seeks  appropri- 
ations of  $3.5  billion  from  Congress  for 
international  financial  institutions. 

There  is  no  question  that  most  bank 
employees  live  well.  They  even  get  to 
use  the  International  Monetary  Fund's 
Bretton  Woods  Country  Club  in  Mary- 
land at  a  modest  cost.  And  whatever  the 
pay  scales  of  bankers  abroad,  the  fact 
remains  that  while  World  Bank  Presi- 
dent Bobert  McNamara  earns  $60,000 
after  taxes  plus  fat  fringe  benefits.  Fed- 
eral Reserve  Chairman  G.  William  Mil- 
ler grosses  only  $57, .500.  To  ease  the 


tension,  McNamara,  who  reportedly 
never  flit's  first  class,  just  banned  practi- 
cally all  first-class  travel  for  bank  people. 
At  most,  that  will  cut  only  about  $1.8 
million  from  the  bank's  $213  million  in 
administrative  expense. 

Some  bank  employees  even  have  been 
talking  about  a  strike  lately.  They  cite  as 
precedent  the  brief  one  at  the  Interna- 
tional Monetary  Fund  when  then  Trea- 
sury Secretary  William  Simon  got  in- 
volved in  pay  negotiations.  And  the 
bank's  staff  association,  in  confidential 
memos  made  available  to  Forbes,  has 
considered  calling  a  slowdown — the 
"work  to  rule"  tactic  occasionally  favored 
by  transit  workers  and  policemen. 

Chances  are  that,  at  the  board  meet- 
ing  this    month    on   cost-of-living  in- 


creases, an  agreement  might  be  reached 
to  raise  salaries  by  4%.  But  a  top  level 
committee  of  International  Monetary 
Fund  and  World  Bank  directors,  chaired 
by  Alexandre  Kafka  of  Brazil,  is  now 
study  ing  much  broader  questions  of  staff 
employment  conditions,  and  its  report, 
expected  in  late  summer,  will  trigger 
major  arguments. 

Even  the  Treasury  report  on  the  situa- 
tion concedes  the  bank  earns  a  profit,  has 
a  triple-A  rating  on  its  bonds,  gets  its 
borrowers  to  pay  its  administrative  costs, 
and  has  lower  personnel  costs  than  pri- 
vate-sector banks  doing  a  comparable 
job.  But  the  problem  is  not  likely  to 
subside  as  long  as  the  bank  and  its  well- 
paid  employees  are  in  such  plain  sight  of 
the  poor  folks  on  the  federal  payroll.  ■ 


Goodbye  Vic,  Hello  Dick 

There  are  rich  assets  left  in  the  ruined  Penn 
Central.  Stodgy  Dick  Dicker  has  beaten  out  colorful 
Vic  Palmieri  for  the  job  of  running  them. 


Victor  Palmieri,  48 — lawyer,  invest- 
ment manager,  former  staff  director  of 
the  Kerner  Commission — gets  a  lot  of 
publicity.  To  make  sure  his  image  is 
properly  polished,  he  keeps  his  Los  An- 
geles office  tastefully  appointed,  right 
down  to  the  Picasso  paintings  on  the 
wall.  His  stylish  suits  are  perfectly  tai- 
lored. His  voice  is  perfectly  modulated. 
Tanned  and  relaxed,  he  exudes  a  laid- 
back  California  confidence  that  recently 


persuaded  Fortune  magazine  to  do  a 
long,  highly  laudator)  artic  le  on  him. 

Victor  Palmieri's  management  firm 
will  soon  have  taken  up  to  $21  million 
out  of  the  wreck  of  the  Penn  Central  as 
its  reward  for  managing  the  operating 
nonrail  assets  of  the  Penn  Central  Trans- 
portation Co.  for  the  past  few  years. 
Palmieri's  firm  will  get  still  more  for 
selling  off  property  including  hotels,  coal 
land  and  office  buildings  left  over  when 


government-sponsored  Conrail  took 
most  of  the  railroad  assets. 

By  doing  a  good  job,  Palmieri  seemed 
to  have  made  himself  the  odds-on  favor- 
ite for  top  job  at  Penn  Central  Transpor- 
tation when  it  emerges  from  reorganiza- 
tion proceedings  as  a  conglomerate  built 
from  the  prosperous  nonrailroad  hold- 
ings of  the  bankrupt  company. 

But  in  real  life  as  in  fable,  the  tortoise 
sometimes  outruns  the  hare. 

Richard  Dicker  couldn't  be  more  dif- 
ferent from  Palmieri.  Brown  suits,  white 
shirts,  modest  ties.  A  large,  round, 
bland-looking  man,  the  64-year-old  law- 
yer has  for  the  past  24  years  been  corpo- 
rate counsel  for  the  Equitable  Life  As- 
surance Society.  Dicker  operates  out  of  a 
Spartan  office  in  midtown  Manhattan 
with  institutional  furniture  and  an  effi- 
cient, tweedy  secretary. 
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Now  that  it's  become  clear  that  the 
austere  Dicker,  not  the  flamboyant  Pal- 
mieri,  will  be  running  the  new  Penn 
Central  Transportation  Co.,  and  Pal- 
mieri  told  Forbes  he's  going  to  throw  in 
the  sponge.  Palmieri's  firm  will  still  have 
the  job  of  liquidating  some  $350  million 
or  $400  million  worth  of  Penn  Central 
assets  on  top  of  the  $.500  million  he  has 
already  liquidated  to  raise  money  for 
creditors,  but  even  that  contract  will  be 
subjec  t  to  a  biannual  review  by  Dicker 
and  the  Penn  Central  board. 

It  is  a  substantial  empire  that  Dieker 
will  run.  For  one  thing,  there  is  Pennsyl- 
vania Co.,  its  operating  arm  which  has 
four  major  subsidiaries:  Buckeye  Pipe- 
line, Edgington  Oil,  Arvida  Corp.  (see 
box)  and  Great  Southwest  Corp.  Pennco 
earned  $70  million  last  year,  tax  free, 
thanks  to  the  parent  company's  $1  bil- 
lion-plus tax-loss  carryforward. 

The  parent  company  itself,  Penn  Cen- 
tral Transportation  Co.,  will  emerge 
from  bankruptcy  some  time  this  year — if 
an  excruciatingly  complex  reorganization 


Palmieri:  Modishly  tailored,  laid  back, 
California  style,  and  getting  set,  he  says, 
to  throw  in  the  sponge  at  Pennco. 


plan  is  approved  by  its  thousands  of 
c  reditors.  The  reorganization  plan  itself 
is  not  Dicker's  creation,  but  his  skill  as  a 
negotiator  is  largely  responsible  for  its 
probable  acceptance  by  the  scores  of  in- 
terested parties:  bondholders,  unse- 
cured creditors,  the  federal  government 
and  state  and  local  authorities. 

The  secured  creditors  have  the  real 
clout — and  Dicker  is  their  man.  They 
include  a  group  of  life  insurance  compa- 
nies, 53  banks  led  by  Citibank  and  the 
trustee  for  the  New  York,  New  Haven  & 
Hartford  Railroad,  acquired  by  the  Penn 
Central  in  1968  but  never  fully  paid  foi 
The  secured  creditors,  whose  claims  to- 
tal close  to  $2  billion  will  control  7  of  the 
1 1  seats  on  the  new  company's  board  of 
directors — if  the  plan  is  approved  by  the 
four  classes  of  creditors.  At  that  point 
Dicker  will  become  chairman  and  chief 
executive  officer.  (The  plan  calls  for  se- 
cured creditors  to  receive  10%  of  their 
claims  in  cash,  30%  in  bonds,  30%  in 
preference  stock  and  the  remaining  30% 
in  the  form  of  55%  of  the  new  common 
stock.  Unsecured  creditors  and  stock- 
holders of  the  old  Penn  Central  Co.  will 
get  mostly  common.) 

But  Dicker's  biggest  contribution — 
and  the  company's  potentially  biggest 
asset — may  come  in  Penn  Central  Trans- 
portation's lawsuit  against  the  U.S.  gov- 
ernment for  a  fair  recovery  on  the  rail 
assets  transferred  to  Conrail.  Secured 
creditors  are  optimistically  looking  to 
this  suit  for  the  majority  of  their  recov- 
ery; Dicker  expansively  speculates  it 
could  run  60  cents  on  the  dollar  and 
more.  So  far  the  government  has  offered 
only  about  $600  million  on  behalf  of  Con- 
rail  for  most  of  the  railroad  properties, 
but  the  trustees  and  creditors  are  asking 
$8  billion. 

Dicker's  appointment  makes  it  appear 
that  the  creditors — who  control  the  situa- 
tion— are  most  interested  in  safely  re- 
trieving a  big  hunk  of  their  money.  The 
alternative — and  apparently  Palmieri's 
dream — would  have  been  fast  and  furious 
acquisitions  to  build  Penn  Central  Trans- 
portation into  a  giant  corporation  using  the 
big  tax-loss  carryforward.  The  creditors 
insist,  however,  that  they  are  still  interest- 
ed in  very  cautious  expansion. 

"I  think  Vic  is  a  good  crisis  man,"  says 
John  Ingraham,  a  Citibank  vice  presi- 
dent who  represents  the  .53  bank  credi- 
tors. "But  I  don't  think  he's  the  kind  of 
person  to  function  in  a  noncrisis  situa- 
tion. You've  got  to  know  the  man.  Some 
people  just  get  bored  with  the  normal 
corporate  existence.  Palmieri  needs  the 
intense  activity  of  a  crisis.  And  we  plan 
to  rejoin  the  community  of  corporations. 
Dicker's  style  is  different  from  Palmieri's 
and  I  don't  think  we  should  apologize  foi 
it.  Sure,  if  Palmieri  ran  this  corporation 
he'd  be  a  more  highly  visible,  photo- 
graphed individual.  But  what  sharehold- 
ers want  isn't  to  see  their  chief  executive 


in  every  newspaper  and  magazine  in 
town  but  to  report  results  Sure,  there's 
short-run  advantage  to  high  visibility  but 
that's  offset  by  a  possible  disappointment 
with  the  great  expectations  raised." 

Besides,  Ingraham  says,  the  lawsuit's 
the  big  thing  and  who  is  better  equipped 
to  run  a  long,  complicated  lawsuit  than  a 
man  like  Dicker?  "Mr.  Secured  Creditor 
is  looking  to  get  the  majority  of  his  recov- 
ery from  the  lawsuit,"  says  Ingraham. 
"Mr.  Dicker  is  a  well-respected  and  very 
skilled  lawyer  in  the  financial  communi- 
ty, and  he's  the  right  man  to  lead  the 
new  company  out  of  reorganization,  at 
least  during  its  formative  years  when  key 
decisions  are  being  made  on  the  valu- 
ation case." 

"Just  because  we're  financial  types 
doesn't  mean  we're  reactionaries,"  says 
Dicker.  "Look,  we've  spent  decades  fi- 
nancing growth;  it's  a  phony  fiction  to 
think  of  insurance  and  banking  types  as 
the  kind  of  managers  who  would  sit  on 
money  bags  and  do  nothing.  We  would 
hope  that  we  would  avoid  the  pitfalls  of 


Dicker:  The  brown-suit  sort,  with 
a  lawyer's  studied  reserve,  and 
odds-on  favorite  to  take  charge. 
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managements  that  have  gone  wild  trying 
to  pick  up  every  deal  in  town.  But  there 
is  no  sense  to  say,  We've  got  a  $1- 
billion  tax-loss  carryforward  so  we'll 
pick  up  every  junk  shop  around.  I 
don't  see  building  a  hodgepodge  of 
companies  but  to  build  a  long-term  via- 
ble enterprise  that  is  strongly  financed 
and  capitalized." 

Is  Victor  Palmieri  disappointed?  "I 
would  hate  to  have  it  seem  that  I'm  a 
disappointed  job-seeker,"  he  says,  and 
then  proceeds  to  talk  like  a  disappointed 


job-seeker,  saying,  "I  did  take  it  for 
granted  that  they  wanted  to  negotiate 
with  me,  but  when  they  decided  that 
they  wanted  to  go  with  an  institutional 
representative,  that  was  fine  with  me.  I 
never  thought  they  could  afford  me  in 
the  first  place." 

He  adds,  '.'My  style  is  on  the  record. 
Very  likely  our  styles  would  be  different, 
but  I  can't  compare  them  because  I've 
not  seen  Dicker  in  the  role  of  a  manager. 
It  may  well  be  he'll  make  a  spectacular 
manager. " 


Palmieri's  company  does  have  two 
other  non-Pennco  contracts — the  man- 
agement of  the  Teamsters'  Central  States 
Pension  Fund  Mortgage  Portfolio  and 
ITT's  homebuilding  operation,  Levitt  & 
Sons — and  he  claims  he  has  plenty  of 
prospective  clients.  In  the  meantime 
Palmieri  is  going  to  teach  a  course  at 
Stanford  Law  School  on  why  and  how  big 
business  goes  wrong;  then  he'll  write  a 
book  on  the  same  theme.  The  book's 
probable  conclusion:  The  world  needs 
more  people  like  Vic  Palmieri.  ■ 


Palmieri's  Choice 


While  Victor  Palmieri  is  being  eased  out  of  Penn 
Central  Transportation  Co.,  a  hand-picked  Palmieri 
choice  is  staying  on.  He  is  Charles  E.  Cobb  Jr.,  41,  like 
Palmieri  a  Stanford  alumnus,  who  runs  one  of  Pennsyl- 
vania Co/s  four  subsidiaries,  Arvida  Corp.  Arvida  was 
built  around  the  100,000  Florida  acres  which  were  piled 
up  by  the  late  aluminum  tycoon,  Arthur  Vining  Davis. 
After  Davis'  death,  a  feverishly  diversifying  Penn  Cen- 
tral bought  nearly  60%  of  Arvida.  But  until  Palmieri 
brought  in  the  former  Olympic  hurdler  Cobb,  Arvida 
was  just  sitting  on  its  assets. 

Cobb  has  made  drastic  changes.  When  he  took  over, 
Arvida  derived  the  bulk  of  its  income  from  selling  raw  land, 
and  in  the  Florida  land  market,  the  real  money  is  in 
developed  land.  Now,  in  addition  to  its  flagship  Boca  Raton 
Hotel  &  Club,  Arvida  has  a  second  resort  complex  near 
Jacksonville.  It  has  developed  12  residential  communities, 
where  it  sells  finished  homes  instead  of  raw  land.  Now 
owned  by  Penn  Co. ,  it  no  longer  counts  on  the  sale  of  raw 
land  for  the  bulk  of  its  revenues.  As  a  result,  Arvida's 
revenues  are  up  from  $28  million  to  $91  million  and  profits 
from  almost  $2  million  to  a  tax-sheltered  $15  million. 

Arvida  was  one  of  the  few  realty  companies  to  come 
through  the  recent  recession  in  relative  health.  It  did  not 
become  overextended  in  the  early  Seventies,  and  still 
has  borrowing  power  of  $50  million  to  $100  million.  One 
reason  is  that  Pennco's  conservative  board  held  Cobb 
and  his  expansion-minded  aides  on  a  rather  tight  leash. 
"They  had  great  expansion  ideas  in  the  early  Seventies," 
says  Citibank's  John  Ingraham,  "but  the  Pennco  board 
put  a  damper  on  them.  Otherwise,  they  would  be  in  the 
same  mess  today  as  every  other  real  estate  company." 

With  the  recession  over,  and  Penn  Central  about  to 
come  out  of  bankruptcy,  Cobb  is  straining  on  that  tight 
leash.  He  says:  "We're  looking  at  a  number  of  other  real 
estate  companies  with  large  amounts  of  deferred  taxes  on 
their  books."  By  selling  the  notes,  Cobb  thinks  he  could 
avoid  the  tax  liability  on  what  would  otherwise  be  regu- 
lar income  and  flow  the  deferments  into  income. 

Another  Cobb  idea  is  to  sell  developed  residential 
communities  to  foreign  investors  as  a  joint  venture, 
which  would  allow  Arvida  to  book  the  profit  before  Penn 
Central's  tax-loss  carryforward  runs  out  but  also  keeping 
the  property  on  Arvida's  books. 

On  an  even  larger  scale,  says  Cobb,  he  could  develop 
10,000  of  the  23,000  acres  of  undeveloped  land  that 
Arvida  still  holds  in  Florida's  Broward  County  for  the 
Florida  land  boom  Cobb  believes  is  coming  in  1982. 
Finally,  it  could  buy  an  already  developed  property  like 
a  ski  resort  or  hotel  complex  or  agree  to  manage  such  a 
property  for  someone  else  for  a  fee. 


However,  Penn  Central's  new,  even  more  conserva- 
tive, creditor-dominated  board  may  not  buy  all  of  Cobb's 
enthusiasms.  It  probably  won't  object  to  buying  another 
resort  or  to  putting  Arvida's  management  skills  to  work 
to  earn  fee  income.  But  massive  developments  will  be 
carefully  scrutinized.  Penn  Central  Transportation's 
board  is  more  interested  in  asset  recovery  than  in  shoot- 
ing crap  for  big  stakes.  Question:  Can  Vic  Palmieri's 
choice  find  happiness  at  the  end  of  such  a  short  leash? 


Cobb  Of  Arvida:  He'll  survive  Palmieri's  departure,  but 
will  he  be  happy  on  Pennco's  short  leash? 
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Rebuilding  The  House 
That  Long  Built 

Gus  Long  developed  a  strategy  and  style  that  made  Texaco,  Inc.  one  of  the 
wonders  of  the  oil  industry.  Gus  Long  and  the  wonder  both  are  now  gone,  and 
Butch  Granville  is  moving  to  adapt  Texaco  to  a  dramatically  different  time. 


|  By  JAMES  COOK 

I  It  is  symptomatic  of  the  land  of  impact 
j  Augustus  C.  Long  made  on  Texaco,  Inc. , 
j  the  world's  third  largest  oil  company, 
(  that  13  years  after  he  resigned  as  chair- 
man, 6  years  after  he  stepped  aside  again 
j  after  a  second  term  as  chief  executive, 
I  and  11  months  after  he  retired  from  the 
J  board  and  as  chairman  of  the  executive 
I  committee,  people  in  Wall  Street,  the  oil 
I  industry  and  even  within  Texaco  itself 
HI  are  still  only  half  convinced  he  is  no 
IS  longer  running  the  company. 

Gus  Long  dominated  Texaco — if  he 
9  did  not  always  run  it — longer  than  any 

I  odier  chief  executive  in  the  company's 

II  75-year  history.  His  influence  remains 
j|  so  overpowering  and  so  pervasive  that 
[j  company  executives  still  speak  of  him 
ill-  with  both  apprehension  and  awe.  The 

ij  company's  present  top  brass  left  New 
I  York  for  spanking  new  headquarters  in 
1  Harrison,  N.Y.  late  last  year.  But  at  73 
jji  Gus  Long  remains  a  $50,000-a-year  con- 
|i|  sultant  to  the  company,  at  the  company's 
j  j  old  headquarters  on  East  42nd  Street. 

An  exuberant  giant  of  a  man,  tough 
1  i|  and  tight-fisted,  courtly  and  eommand- 
I]  ing,    Long  has   a   southerner's  ready 
charm  and  good  humor.  In  the  years  he 
ruled  the  company,  Texaco  seemingly 
;  could  do  no  wrong.  No  major  oil  com- 
||  pany  was  more  profitable,  efficient,  fast- 
|'j  growing.  No  oil  company  management 


had  a  greater  talent  for  doing  all  the 
things  that  oilmen  most  prize,  whether 
it's  sipping  bourbon,  spudding  a  well, 
outfoxing  the  competition  or  telling  the 
government  where  to  shove  its  latest 
bright  idea. 

These  days,  however,  Texaco  is  pre- 
eminent no  more.  Though  it  .continues  to 
hold  the  U.S.'  second  largest  reserve  of 
both  oil  and  gas,  it  lost  its  position  as  the 
U.S.'  number  one  crude  producer  (to 
Exxon  in  1968),  and  its  position  as  the 
U.S.'  number  one  gasoline  marketer  (to 
Shell  in  1977). 

Far  from  leading  the  industry  in  prof- 
itability as  it  did  in  the  Sixties,  Texaco 
now  brings  up  the  rear  (see  chart,  p.  48). 
The  company  earned  over  $930  million 
last  year  on  some  $28  billion  in  sales,  but 
those  earnings  were  only  moderately 
higher  than  they  had  been  in  1971  on 
much  lower  sales.  Texaco's  once-vaunted 
return  on  equity  is  now  10%,  down  sev- 
en points  in  a  decade  and  poorer  than 
that  of  any  other  major  company. 

The  Texaco  mystique?  A  considerable 
part  of  the  investment  community  con- 
siders the  company's  present  prospects 
as  bleak.  Last  summer  Texaco  became 
the  first  U.S. -based  international  oil 
company  to  have  its  debt  securities 
downgraded  from  triple  A  by  Standard  & 
Poor's.  The  stock  market,  which  twice 
valued  it  at  a  premium  over  the  other 
international  oils,   now  assigns  it  the 


same  multiple  it  assigns  to  Exxon.  And 
even  that,  probably,  has  more  to  do  with 
Texaco's  high  dividend  (the  yield  is  cur- 
rently 7.7%)  than  it  does  with  Texaco's 
prospects. 

To  a  large  extent,  Texaco  brought  its 
problems  upon  itself.  It  had  built  its  vast 
globe-girdling  system  on  the  assumption 
that  there  would  be  an  inexhaustible 
supply  of  oil  available  to  it,  and  then,  in 
the  early  Seventies,  discovered  not  only 
that  it  had  lost  control  of  its  overseas 
supplies,  but  that  it  had  begun  to  run  out 
of  domestic  oil  as  well. 

Other  companies  had  examined  their 
prospects,  both  in  the  U.S.  and  abroad, 
and  adopted  quite  different  strategies. 
Exxon  and  Gulf,  for  instance,  began  to 
be  uneasy  about  the  security  of  their 
Middle  Eastern  supplies  as  early  as  the 
mid-Sixties  and  began  looking  for  alter- 
native, if  higher-cost,  supplies  else- 
where— Alaska,  the  North  Sea  and  even 
the  U.S.  In  the  U.S.,  companies  like 
Shell,  Mobil  and  Amoco,  which  had  suf- 
fered for  years  for  lack  of  an  adequate 
U.S.  crude  supply,  began  to  upgrade 
their  marketing  and  refining  operations, 
to  yield  them  a  compensatory  profit. 

Texaco  for  all  practical  purposes  did 
none  of  these  things,  and  so,  5,  10,  even 
15  years  later,  it  is  beginning  to  follow 
the  path  the  rest  of  the  industry  took. 
"We  are  trying  to  catch  up,"  says  Mau- 
rice F.  Granville,  62,  Long's  successor 
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and  Texaco's  current  chairman  and  chief 
executive.  "We  can't  forecast  the  timing 
or  the  extent,  but  we  think  there  is  a 
substantial  potential  future  growth  in 
earnings." 

A  tall,  gangling,  reputedly  strong- 
willed  man  with  a  deceptively  amiable 
cracker-barrel  style,  "Butch"  Granville 
has  been  quietly  and  deliberately  re- 
structuring the  company  over  the  past 
seven  years.  He's  stepped  up  significant- 
ly Texaco's  search  for  new  oil,  especially 
in  the  U.S.,  begun  modernizing  and  con- 
centrating Texaco's  sprawling  and  high- 
cost  refining  and  marketing  system,  and 


finally,  in  the  past  two  years,  abandoned 
Texaco's  commitment  to  maintaining  the 
U.S.'  only  50-state  marketing  system. 

The  strategic  moves  are  almost  the 
least  of  it.  Believing  that  the  company 
has  grown  too  complex  for  one  man  to 
master,  Granville  has  been  trying  to  de- 
centralize Texaco's  decision-making.  His 
creation  of  a  panel  of  senior  vice  presi- 
dents to  consult  with  him  in  the  formula- 
tion of  policy  is  a  sharp  break  with  the 
tradition  of  a  highly  centralized,  one- 
man  management  style  that  Gus  Long 
perfected  in  his  years  with  the  company. 

Augustus  Calvin  Long  took  over  as 


chief  executive  in  1956,  just  as  the 
postwar  interstate  highway  program  was 
getting  under  way.  Logically  enough,  for 
a  company  that  had  challenged  the  Stan- 
dard Oil  Trust  and  skillfully  exploited 
the  then  infant  automotive  market  to 
make  a  place  for  itself,  Texaco  began 
spreading  its  flag  the  length  and  breadth 
of  the  40,000-mile  interstate  highway 
system.  Under  Long,  Texaco  aimed  at 
serving  all  segments  of  the  gasoline  mar- 
ket, city  and  country,  local  as  well  as 
interstate.  It  would  provide  full  service 
at  its  stations — gasoline,  lubricants,  re- 
pairs— link  its  customers  to  the  Texaco 
network  with  a  huge  credit-card  oper- 
ation and  then  clinch  the  advantage  of 
50-state  marketing  by  advertising  on  na- 
tional radio  and  television. 

The  system  needed  to  serve  this  mar- 
keting strategy  was  inherently  more 
costly  to  maintain  and  serv  ice  than  those 
of  Texaco's  competitors,  and  Texaco  of- 
ten lost  money  on  it,  a  lot  of  money 
sometimes.  But  that  hardly  mattered. 
The  system  moved  a  lot  of  oil,  and  you 
could  afford  to  lose  money  on  marketing 
and  refining  if  you  made  it  all  back,  and 
then  some,  from  production.  And  Texa- 
co's .production  included  some  of  the 
lowest-cost  oil  in  the  U.S.,  much  of  it 
from  some  low-cost  Louisiana  leases  that 
dated  back  to  the  Twenties. 

With  all  that  low-cost  oil  to  support  it, 
Texaco  could  also  afford  to  service  its  .50- 
state  marketing  operation  with  a  network 
of  small  and  relatively  inefficient  refiner- 
ies. Designed  to  serve  small  local  mar- 
kets and  even  to  operate  on  local  crudes, 
such  refineries  lacked  the  flexibility  and 
economies  of  scale  offered  by  the  huge 
regional  refineries  being  built  in  the  Six- 
ties by  competitors  like  Shell,  Exxon  and 
Standard  of  Indiana.  Texaco  didn't  need 
these  economies.  Given  proper  crude 


Fallen  Star 


Circumstances  change,  and  the  management  decisions  that  make 
for  success  at  one  time  may  make  for  failure  at  another.  Which  is 
why  Texaco  led  the  U.S.'  international  oil  companies  in  return  on 
equity  during  the  Sixties,  but  trailed  badly  behind  a  decade  later. 
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and  consistent  output  of  product,  such 
units  could  be  built  for  less,  operate  for 
little  more. 

Gus  Long  always  explained  the  com- 
pany's success  in  terms  of  its  balance: 
Texaco  consumed  about  as  much  oil  as  its 
refineries  produced  and  refined  about  as 
much  oil  as  its  wells  turned  out.  It  nei- 
ther bought  large  amounts  of  high-priced 
U.S.  crude,  as  Mobil  did,  nor  generally 
cut  prices  to  move  production  into  a 
glutted  world  market,  as  Gulf  and  Stan- 
dard of  California  did. 

Long  also  sought  to  balance  Texaco's 
domestic  operations  with  a  comparable 
flow  of  production  overseas.  Oil  was 
even  more  abundant  there  than  it  was  in 
the  U.S.  and,  thanks  to  a  partnership  it 
had  formed  in  the  Thirties  with  Standard 
Oil  of  California,  Texaco  had  more  than 
its  share — a  30%  interest  in  the  Arabian 
American  Oil  Co.,  which  controlled 
Saudi  Arabia's  immense  oil  reserves,  and 
a  half  interest  in  Caltex,  a  giant  Eastern 
Hemisphere  refining  and  marketing  op- 
eration with  substantial  crude  produc- 
tion in  Indonesia. 

Thus,  for  a  long  time,  Texaco's  biggest 
problem  was  finding  markets  for  all  that 
oil,  and  over  the  years  Long  executed  a 
series  of  brilliantly  imaginative  moves  for 
matching  that  crude  with  its  markets. 
Texaco  acquired  Trinidad  Oil  in  1956, 
greatly  expanded  its  refinery  to  process 
large  volumes  of  crude  from  Saudi  Ara- 
bia, shipped  its  gasoline  output  to  Trini- 
dad Oil's  marketing  outlets  in  Britain 
and  its  fuel  oil  output  to  the  U.S.,  where 
Texaco  acquired  Paragon  and  White 
Fuel  to  distribute  it.  The  Paragon  and 
White  acquisitions  made  Texaco  very 
nearly  as  large  a  factor  in  heating  oil  as  in 
gasoline,  and  enabled  it  to  process  its 
crude  for  the  most  profitable  market. 

"Balance  wasn't  just  selling  as  main 


barrels  as  you  produced,"  Senior  Vice 
President  Alfred  C.  DeCrane  recalls.  "It 
was  marketing  everything  down  to  the 
squeal  of  the  rig.  You  had  fuel  oil,  distil- 
lates, gasoline,  aviation  fuels  and  so  on." 

Texaco's  success  was  founded  on  more 
than  grand  strategy.  It  stemmed  from  a 
full  matrix  of  corporate  behavior  that 
Long  imposed  from  the  top  and  that 
permeated  the  company.  Cost  Control 
and  Profit  Improvement  were  the  watch- 
words of  the  company,  and  Texaco's  par- 
simony was  legendary  in  the  industry. 
Texaco's  middle-management  people 
worked  harder  and  longer  and  were  paid 


less  than  their  counterparts  in  other  oil 
companies.  Texaco  pinched  pennies, 
husbanding  the  number  of  keys  it  issued 
to  the  executive  washroom,  and 
squeezed  dollars,  negotiating  tough 
terms  with  its  suppliers  and  its  partners 
alike.  In  time  Texaco  came  to  seem  al- 
most too  tough  to  deal  with. 

In  that  regard,  times  have  not 
changed.  Texaco  may  have  lavished  mil- 
lions on  its  new  executive  office  building 
in  Westchester  County,  N.Y. — but  it  ne- 
glected to  tell  its  employees  that  in  mov- 
ing to  the  suburbs  they  would  be  work- 
ing 45  minutes  longer  each  day  for  the 
same  pay.  And  last  winter  when  the 
company  began  transmitting  the  Metro- 
politan Opera  broadcasts  to  Washington 
by  monaural  rather  than  stereo  connec- 
tions, Texaco  was  hard  put  to  convince 
anyone  that  it  hadn't  done  so  because 
monaural  was  cheaper.  (Texaco  claimed 


it  had  technical  problems  with  stereo.) 
And  its  executives  are  still  underpaid. 
Though  Granville  himself  boasts  the  sec- 
ond highest  pay  in  the  oil  industry  (over 
$635,000),  Texaco's  three  senior  vice 
president-directors  average  $132,000  in 
salary,  less  than  two-thirds  as  much  as 
comparable  executives  at  Exxon. 

At  Texaco,  improving  profits  all  too 
often  simply  meant  cutting  costs,  doing 
without  rather  than  investing  for  higher 
returns,  and  Texaco  notoriously  did 
without  the  staff  work — the  planning, 
the  forecasts,  the  full  panoply  of  modern 
management  methods   and   controls — 


that  other  companies  considered  essen- 
tial. Long  even  personally  okayed  every 
capital  expenditure  involving  more  than 
$10,000.  "Until  a  few  years  ago,"  says 
one  high  Department  of  Energy  official 
who  knows  the  company  well,  "every 
goddam  major  decision  went  over  one 
desk — think  of  that!" 

Long  was  used  to  the  tradition  of  obe- 
dience and  command.  A  1926  Annapolis 
graduate  who  came  to  Texaco  in  1930 
after  deciding  he  d  never  wind  up  an 
admiral,  Long  tended  to  pack  the  com- 
pany with  Annapolis  graduates,  and  at 
one  point  there  seemed  to  be  as  many 
naval  officers  aboard  as  there  were  Tex- 
ans  and  petroleum  engineers.  This  qua- 
si-naval style  did  not  exactly  produce  an 
organization  of  yes-men,  but  one  decid- 
edly tactful  in  advancing  views  that  the 
chairman  might  not  like.  The  result  was 
an  atmosphere  of  secretiveness,  a  habit 


". . .  Texaco's  parsimony  was  legendary  in  the  industry.  Its 
middle  management  people  worked  harder,  longer  and  were 
paid  less.  Texaco  pinched  pennies  and  squeezed  dollars  . . ." 
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of  playing  everything  close  to  the  chest, 
and  a  uniformity  of  opinion  and  view- 
point that  tended  to  blind  Texaco  to  what 
was  going  on  in  the  outside  world. 

Long's  authority,  oddly  enough, 
stemmed  less  from  his  position  as  chief 
executive  than  it  did  from  his  member- 
ship in  the  executive  committee,  which 
historically  has  dominated  the  company. 
And  that  is  why,  for  a  decade  in  the 
Sixties  and  Seventies,  Long  was  able  to 
step  aside  in  favor  of  J.  Howard  Rambin 
Jr.  and  later  Butch  Granville  and  still 
retain  much  of  his  power.  As  chairman  of 
the  executive  committee,  Long  oversaw 


all  the  moves  Texaco  made  in  the  Sixties. 

W  hat  Texaco  set  out  to  do  in  the  Six- 
tics  w  as  to  establish  a  marketing  position 
for  itself  in  Europe  comparable  to  its 
position  in  the  U.S.  In  spile  of  the  Trini- 
dad expansion,  Texaco  still  had  enor- 
mous quantities  of  oil  in  the  Middle 
East.  In  rapid  succession  Texaco  engi- 
neered first  the  acquisition  of  Germany's 
Deutsche  Erdol  and  several  other  Euro- 
pean marketers  and  then  a  portion  of 
Caltex'  European  marketing  operations. 
Texaco  wound  up  with  7%  or  so  of  the 
European  market,  with  major  positions 
in  both  Britain  and  Germany.  Texaco 
didn't  make  any  money  in  Europe.  But 
Texaco's  European  refineries  were  tak- 
ing maybe  686, (XX)  barrels  of  crude  a 
day,  and  that  was  money  in  the  bank. 

Texaco  remained  convinced  the 
events  would  justify  il  as  they  had  time 
and  again  in  the  past.  "We  have  never 


run  with  the  herd,"  Gus  Long  used  to 
say.  Texaco  preferred  to  go  it  alone.  In 
the  early  Sixties,  for  example,  when  the 
rest  of  the  oil  industry  was  prepared  to 
dig  in  over  the  Oil,  Chemical  &  Atomic 
Workers'  wage  demands,  Texaco  unilat- 
erally worked  out  a  settlement  that 
forced  the  rest  of  the  majors  into  line.  A 
few  years  later,  when  the  American  Pe- 
troleum Institute  launched  an  advertis- 
ing campaign  warning  that  the  U.S.  was 
running  out  of  oil,  Texaco  refused  to 
support  it.  In  the  early  Seventies,  when 
the  other  internationals  agreed  to  dig  in 
their  heels  and  resist  Libya's  demands 


for  higher  prices,  Texaco  broke  with  the 
industry  and  signed  (see  box,  p.  52).  By 
then,  Long  was  once  again  chief  execu- 
tive. Rambin  had  quit,  and  for  15 
months — that  15  months  when  OPEC 
triumphantly  asserted  its  power — Long 
was  overtly  running  the  company  again. 

As  the  great  revolution  in  world  oil  got 
under  way,  Texaco  seemed  badly  out  of 
touch  with  events.  It  accepted  the  Lib- 
yans' demands  because  it  hoped  vainly 
that  they  would  live  by  the  agreements 
they  made.  Texaco  refused  to  consider 
the  prospect  of  nationalization.  "We 
were  convinced  that  it  was  coming,"  one 
State  Department  official  recalls,  "and 
we  told  the  oil  companies  they  should 
begin  to  prepare  themselves.  But  Texaco 
wouldn't  even  listen,  and  neither  would 
SoCal.  They  said  that  if  they  listened, 
that  would  be  admitting  that  nationaliza- 
tion was  a  possibility,  and  they  wouldn't 


even  consider  that  it  was." 

Not  surprisingly,  then,  Texaco  made 
only  half-hearted  efforts  to  diversify- 
away  from  the  Middle  East.  Its  efforts  in 
the  North  Sea  were  until  recently  unsuc- 
cessful. Its  efforts  in  West  Africa — Nige- 
ria and  Angola  primarily — were  disap- 
pointing. The  Amazon  basin  of 
Colombia,  Ecuador  and  Peru,  for  which 
Texaco  once  had  North  Sea-sized  hopes, 
has  thus  far  fallen  a  good  deal  short  of 
that.  The  company's  biggest  new  source 
of  supply  in  the  Sixties  was  Libya,  and 
that  was  taken  over  by  the  government. 

"You  can't  say  that  Texaco  didn't  look 
for  higher-cost  crude  and  attempt  to  di- 
versify their  sources,"  says  Cyrus  J.  Law- 
rence oil  analyst  Charles  Maxwell.  "But 
it  wasn't  a  very  strong  or  lasting  thrust, 
or  a  thrust  measured  in  billions  of  dol- 
lars." Granville  acknowledges  as  much: 
"We  didn't  feel  the  need  to  make  major 
capital  investment  in  exploration  outside 
the  U.S.  to  the  degree  that  some  of  our 
competitors  did,  or  even  in  some  of  the 
early  offshore  activities." 

In  the  U.S.,  Texaco  seemed  unaware 
that  its  production  base  was  crumbling 
beneath  it.  As  late  as  October  1971, 
Granville,  former  head  of  Texaco's  stra- 
tegic planning  and  by  then  chairman  of 
the  board,  was  telling  the  New  York  oil 
analysts:  "Over  the  years,  despite  rising 
demand,  Texaco  has  consistently  discov- 
ered more  oil  and  gas  than  it  has  pro- 
duced, and  we  expect  to  continue  to  do 
so  in  the  future. 

That  may  have  been  whistling  in  the 
dark — Granville  suggests  now  that  he 
knew  better — but  there  was  clearly  plen- 
ty of  reason  to  whistle.  At  that  very 
moment,  Texaco's  domestic  production 
was  peaking  out— at  940,000  barrels  a 
day.  It  has  declined  rapidly  ever  since 
(see  chart,  p.  51).  "At  some  level,"  says 


". . .  'They  had  to  be  sure/  one  analyst  says.  'You  don't  change  a 
winning  system  until  you're  pretty  darned  sure  it's  no  longer  a 
winning  system.' The  Texaco  system  was  no  longer  winning.  .  ." 
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Matawan,  N.J.,  1964. 


Senior  Vice  President  Richard  Palmer, 
"we  hope  to  stabilize  our  production. 
We're  not  sure  what  the  level  is." 

"I  think  our  optimism,"  says  Senior 
Vice  President  James  Kinncar,  "was  pre- 
mised in  part  on  the  emergence  of  large 
new  frontier  areas,  many  of  which  have 
pretty  much  bombed  out — a  portion  of 
the  California  offshore,  the  Texas  off- 
shore and  the  Gulf  of  Alaska."  Texaco 
poured  nearly  $500  million  into  offshore 
Texas  alone,  and  it  had  no  real  stake  in 
the  one  big  discovery  the  U.S.  produced 
in  the  Sixties — the  North  Slope  of  Alas- 
ka. "Gus  Long  says  there's  no  oil  in 
Alaska"  was  a  company  dictum  long  be- 



fore  Exxon  brought  in  its  discovery  at 
Prudhoe  Bay.  "They  kept  on  thinking," 
says  one  oilman,  "that  if  they  went  on 
doing  what  they'd  been  doing — looking 
for  oil  in  the  U.S.  where  they'd  always 
found  it  before — they'd  succeed,  be- 
cause they  were  good,  not  because  they 
were  lucky.  Well,  their  luck  ran  out." 

By  the  mid-Seventies,  Texaco  was 
paying  a  heavy  price.  In  1971  Texaco's 
domestic  production  was  adequate  to 
supply  all  but  6%  of  Texaco's  refinery 
needs.  Last  year  it  could  supply  less 
than  65%.  Though  Texaco  had  plenty  of 
foreign  crude  available,  its  refinery  sys- 
tem was  not  flexible  enough  to  handle 


the  relatively  low-priced,  high -sulfur 
crudes,  and  so  it  had  to  buy  low-sulfur  oil 
at  premium  prices  of  $1  to  $2  a  barrel  in 
Nigeria,  Libya  and  Algeria.  The  federal 
entitlements  program  was  supposed  to 
eliminate  the  price  differences  between 
foreign  and  old  domestic  crude,  but  it 
did  not  compensate  Texaco  for  buying 
premium-priced  oil.  and  the  shortfall 
came  straight  out  of  earnings. 

Everything  seemed  to  come  out  of 
earnings.  As  Texaco  executives  saw  it, 
the  expanding  network  of  government 
controls/price  controls,  entitlements,  the 
small -refiners  bias  and  exceptions — all 
exacted  a  far  higher  price  from  Texaco 


The  Costly 
Crude  Gap 

Though  Texaco's  U.S.  product  sales 
and  refinery  runs  have  held  reasonably 
steady  over  the  past  six  years,  Texaco's 
crude  production  has  declined  rapidly, 
with  the  result  that  Texaco  has  had  to 
import  larger  and  larger  quantities  of 
high-cost  foreign  crude. 
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When  Texaco  Broke  Ranks 

The  time:  September  1970;  the  place:  the  U.S.  State  Department; 
the  subject:  Libya's  ultimatum  to  the  "Seven  Sisters." 


LESS  than  two  weeks  after  Augustus  C.  Long  reassurned 
Texaco's  chief  executive  post  in  September  1970,  Texaco 
and  the  other  international  oil  companies  were  suddenly 
threatened  with  the  immediate  loss  of  their  concessions  in 
Libya.  In  partnership  with  Standard  of  California,  Texaco 
had  a  fairly  sizable  operation  in  Libya,  the  country's  fourth 
largest.  Production  had  gone  from  nothing  to  370, (XX) 
barrels  a  day  in  five  years  and  was  headed  for  full  capacity 
of  400,000  barrels  a  day  by  1971. 

In  the  wake  of  a  coup  by  Colo- 
nel Muammar  Qaddafi,  the  Lib- 
yans had  begun  demanding  a 
substantial  increase  in  the  posted 
price  of  oil,  and  the  industry  re- 
fused to  give  it  to  them.  Stiff 
price  increases  in  Libya,  the  in- 
dustry feared,  would  spread 
elsewhere  in  the  world,  especial- 
ly to  the  Persian  Gulf,  where 
each  of  the  international  compa- 
nies, the  so-called  Seven  Sisters, 
had  major  production. 

On  Sept.  4,  however,  Occi- 
dental Petroleum,  an  indepen- 
dent company  which  depended 
solely  on  Libyan  oil  to  keep  its 
European  refineries  going,  gave 
in,  and  on  Sept.  21  so  did  the 
other  important  independents — 
Marathon,  Continental  and 
Amerada  Hess.  With  close  to 
.50%  of  its  production  in  compli- 
ance with  its  demands,  Libya 
then  turned  on  the  international 
companies:  Settle  within  a  week 
or  be  nationalized.  

By  then,  the  spillover  possibil- 
ity had  become  a  fact — on  Sept.  18  Iran  demanded  the 
same  terms  Occidental  had  gotten.  On  Sept.  22,  as  a 
prelude   to  nationalization,    Libya   shut  down  Shell's 
150,000-barrel-a-day  production. 

Three  days  before  the  Libyan  deadline,  however,  Un- 
der Secretary  of  State  U.  Alexis  Johnson  called  the  top 
executives  of  the  international  oil  companies  together  in 
Washington. 

What  happened  at  that  meeting  is  one  of  the  best  kept 
secrets  in  the  oil  industry.  But  on  the  basis  of  congression- 
al testimony,  other  published  sources  and  additional  re- 
porting by  Forbes,  a  coherent  picture  is  beginning  to 
emerge,  one  that  explains  not  only  what  followed  in  Libya 
but  why,  after  all  these  years,  Texaco  is  viewed  by  its 
sisters  in  the  oil  business  with  suspicion. 

At  that  meeting,  Shell's  chairman,  Sir  David  Barran, 
argued  that  the  majors  should  stand  together  in  opposition 
to  Libya's  demands.  The  U.S.,  he  said,  should  "dare  the 
Libyans  to  nationalize."  Shell's  conclusion,  Barran  said 
later,  "was  that  sooner  or  later  we — both  oil  company  and 
consumer — would  have  to  face  an  avalanche  of  escalating 
demands  from  the  producer  governments  and  that  we 
should  at  least  try  to  stem  the  avalanche." 

"Our  attitude,"  says  British  Petroleum  negotiator  John 
W.R.  Sutcliffe,  "was  that,  if  we  conceded,  the  consuming 
world  would  lose  control  of  its  oil  prices." 


Earthshaker:  Mixing  Marx  with  Islam,  Libya's 
Qaddafi  forged  the  strategy  that  enabled  OPEC 
to  win  control  of  the  world's  oil  prices. 


The  U.S.  State  Department  was  "not  at  all  convinced" 
by  Barran  s  arguments.  James  Akins,  head  of  the  State 
Department's  Office  of  Fuels  &  Energy,  believed  that 
Europe,  which  depended  on  Libya  for  30%  of  its  oil, 
would  not  tolerate  it.  "The  argument  was  this,"  Akins 
explained  later.  "[Even]  if  Libya  moves  in  and  takes  over 
the  companies,  Europe  one  way  or  another  is  going  to  get 
Libyan  oil,  and  if  the  companies  then  try  to  block  the  sale 
of  Libyan  oil  .  .  .  they  will  find 
themselves  nationalized  in  Eu- 
rope as  well."  And  the  majors 
were  certainly  vulnerable  there. 
Exxon  and  Shell  had  over  15%  of 
the  European  market  apiece, 
Texaco  over  6%. 

Those  risks  notwithstanding, 
BP  and  then  Mobil  quickly  sup- 
ported Sir  David's  argument. 
Exxon  kept  diplomatically  non- 
committal. Texaco  and  SoCal 
were  eager  to  avoid  a  showdown. 

Even  so,  according  to  Julius 
Katz,  now  Assistant  Secretary  of 
State  for  Economic  and  Business 
Affairs,  who  was  there,  the  six 
giants  did  agree  to  present  a 
united  front  to  the  Libyans  and 
resist.  There  was  no  agreement 
for  negotiating  with  the  Libyans 
as  a  group,  the  sort  of  joint  action 
the  industry  worked  out  later  on 
for  negotiating  with  OPEC  in 
Tehran.  But  there  was  an  agree- 
ment that  the  industry  would 
stick  together  in  refusing  to  bow 

  to  the  Libyans'  demands. 

After  the  meeting  ended,  An- 
thony Sampson  reported  in  his  best-selling  book  The 
Seven  Sisters,  Barran  confessed  that  he  had  his  suspicions 
of  SoCal  and  Texaco — that  he  "thought  the  game  was  up.  " 
Soon  after,  Texaco  and  SoCal  were  suddenly  subjected  to 
around-the-clock  negotiations  with  the  Libyans.  In  the 
end,  the  Libyans  gave  Texaco  and  SoCal  24  hours  to  settle 
on  the  same  (erms  as  Marathon,  Continental  and  Amerada 
Hess  had  or  their  production  would  be  cut  ofF.  This  time 
the  ultimatum  worked,  and  Texaco  and  SoCal  settled. 

"The  Libyans  were  clever,"  says  BP's  Libyan  negotiator 
Sutcliffe.  "Shell  said  no,  and  had  their  production  shut 
down.  If  we  had  been  called  next,  we  would  have  done 
exactly  the  same.  But  the  Libyans  called  two  other  compa- 
nies in  first,  and  for  their  own  reasons  they  finally  capitu- 
lated. Perhaps  the  U.S.  companies  came  to  the  conclusion 
that  they  wouldn't  get  much  sympathy  from  the  U.S. 
government  if  they  got  themselves  shut  down  in  Libya." 

And  so,  as  it  had  so  often  done  before,  Texaco  went  its 
own  way,  with  SoCal  in  tow.  Once  Texaco  and  SoCal  had 
settled,  the  other  internationals  saw  no  point  in  holding 
firm.  Out  of  Libya's  triumph  over  the  international  oils 
came  OPEC's  demand  for  a  worldwide  price  increase  and 
the  Tehran  negotiations  (Forbes,  Apr.  15, 1976),  in  which 
the  power  to  set  the  oil  price  passed  from  the  oil  companies 
to  OPEC.  The  consequences  of  that  the  world  first  began 
fully  to  understand  during  the  embargo  of  1973.       — J.C. 
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than  it  did  from  its  competitors.  Texaco 
was  far  more  dependent  upon  the  U.S. 
for  its  earnings — for  as  much  as  61%  vs. 
53%  for  Exxon,  54%  for  Gulf- — and  so 
was  much  more  exposed  to  begin  with. 
Beyond  that,  as  a  national  marketer — the 
only  national  marketer — for  a  time  at 
least,  Texaco  could  not  meet  regional 
price  competition  under  the  price  con- 
trol regulations  without  cutting  its  prices 
nationwide,  and  on  that  basis  Texaco 
could  not  compete. 

It  also  couldn't  compete  with  the  sub- 
sidies the  independent  refiners  were 
getting  under  the  federally  sanctioned 
small-refiners  bias  and  exceptions  un- 
der the  entitlements  program.  With 
its  small  refinery  system — 40%  of 
Texaco's  capacity  is  in  nine  refineries, 
not  one  of  which  has  more  than 
75,000-barrel-a-day  capacity — Texaco 
was  hard  put  to  compete  with  the 
scale  economies  of  its  big  competi- 
tors, and  it  was  helpless  to  compete 
with  subsidies  that  gave  the  indepen- 
dents a  5-cent-per-gallon  cost 
advantage. 

Outsiders  have  sometimes  suggest- 
ed that,  controls  aside,  Texaco's  fun- 
damental problem  was  a  refining  and 
marketing  system  that  was  no  longer 
competitive.  At  a  time  when  others 
had  gone  to  self-service  or  limited- 
service  operations,  Texaco's  labor-in- 
tensive, full-service  network  of 
35,000  stations  was  beset  with 
runaway  wage  inflation,  and  its  losses 
lurched  out  of  control.  But  Texaco 
executives  dismiss  that  suggestion  out 
of  hand.  "Our  losses  weren't  any 
greater  in  the  Seventies,"  says  Senior 
Vice  President  Annon  Card,  "than 
they  were  in  the  Sixties."  What  had 
changed — outside  of  the  government 
controls — was  the  declining  productivity 
of  Texaco's  reserves. 

Texaco's  problem  in  Europe  was  dif- 
ferent, but  no  more  encouraging.  De- 
mand dropped  sharply  as  it  did  not  in  the 
U.S.  and,  as  oil  prices  skyrocketed,  com- 
peting fuels — natural  gas  in  particular — 
pushed  oil  out  of  much  of  Texaco's  indus- 
trial and  heating  oil  market  and  left  its 
refineries  running  at  65%  and  70% 
capacity. 

Texaco's  Eastern  Hemisphere  profits 
continued  to  rise  briskly  for  a  time,  as 
rising  production  in  places  like  Indonesia 
and  Saudi  Arabia  offset  production  de- 
clines elsewhere.  But  even  there,  gov- 
ernment participation  eventually  cut 
profits  per  barrel. 

And  everywhere,  the  rules  of  the 
game  were  changing.  When  everyone 
got  his  incremental  oil  at  roughly  the 
same  price  from  OPEC,  what  mattered 
was  not  what  production  profit  would 
support  what  market  loss,  but  how  muc  h 
profit  could  be  made  refining  and  mar- 
keting crude  oil  that  no  longer  had  any 
profit  whatsoever. 


Change  is  difficult  in  the  best  of  cir- 
cumstances, but  it's  especially  difficult 
for  a  company  whose  slogan  in  the  1950s 
was  "Number  One — Second  to  None." 
"They  had  to  be  sure,"  says  Joseph  To- 
vey,  head  of  Tovey  &  Co.  "You  don't 
change  a  winning  system  until  you're 
pretty  darned  sure  it's  no  longer  a  win- 
ning system."  But  it  was  increasingly 
obvious  that  the  Texaco  system,  trium- 
phant for  so  long,  was  no  longer  winning. 
The  growth  had  gone  out  of  the  business. 
But  the  rest  of  the  majors  had  managed 
nonetheless  to  prosper — on  higher 
prices,  on  higher  production,  on  making 
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Giant:  For  years  the  lengthened  shadow 
of  Gus  Long  was  Texaco,  the  best  and 
brightest  star  in  the  oil  industry. 


money  downstream.  Between  1971  and 
1977,  when  Exxon's  earnings  rose  59%, 
SoCal's  99%,  Mobil's  85%  and  Gulfs 
34%,  Texaco's  had  inched  up  a  mere  3%. 

And  so,  beginning  three  years  ago, 
with  the  consent  and  approval  of  both 
the  executive  committee  and  its  chair- 
man, Granville  began  to  shift  course  and 
launched  a  major  effort  to  eliminate  Tex- 
aco's marketing  and  refining  losses — es- 
timated by  outside  observers  to  range  as 
high  as  $250  million  even  now — and  to 
put  its  downstream  operations  on  a  prof- 
it-making basis. 

Texaco  began  cutting  back  its  network 
of  obsolete,  low-volume  service  stations, 
closing  them  literally  bv  the  thousands — 
10, (KM)  altogether  over  a  decade,  5,000 
since  1975.  Over  the  past  two  years,  it's 
cut  the  marketing  work  force  by  24%, 
replaced  170  bulk  plants  and  sales  termi- 
nals with  five  major  computerized  cen- 
ters for  dispatching  and  maintenance, 
and  is  consolidating  Texaco's  credit  card 
operations  in  one  Houston  location. 

Inevitably,  Texaco  had  to  abandon  the 
commitment  to  50-state  marketing  that 


had  been  the  hallmark  of  the  Long  years 
and  withdraw  from  regions  it  could  not 
service  profitably.  Two  years  ago,  it  be- 
gan pulling  out  of  Montana  and  parts  of 
North  Dakota,  Idaho  and  Washington. 
Last  month  it  announced  plans  to  pull 
out  of  Minnesota,  the  rest  of  North  Da- 
kota and  parts  of  four  other  midwestern 
states.  And  this  is  just  the  beginning. 
Texaco's  three  small  20,000-barreI-a-day 
regional  refineries  in  Casper,  Wyo.  and 
in  Amarillo  and  El  Paso,  Tex.  have  been 
especially  hard  hit  by  independent  com- 
petition and,  unless  they  receive  some 
relief  from  the  small-refiners  bias  and 
exceptions,  the  chances  are  Texaco 
will  sell  or  liquidate  them  and  with- 
draw from  West  Texas  and  the  Bocky 
Mountain  region  as  well. 

"We've  reduced  expenses  on  the 
order  of  $50  million  in  the  past  two 
years,"  Annon  Card  says,  "and  we 
expect  that  we'll  continue  to  make 
that  kind  of  progress  for  another  cou- 
ple of  years."  One  index  of  how  far  it 
has  to  go:  Shell  serves  its  7.5%  seg- 
ment of  the  market  with  18,000  sta- 
tions; Texaco  serves  its  slightlv  small- 
er share  with  30,000. 

Texaco  is  also  spending  $200  mil- 
lion in  modifying  its  two  big  refineries 
at  Port  Arthur,  Tex.  and  Convent, 
La.    to    permit    them    to  process 
210,000  additional  barrels  a  day  of 
high-sulfur  crude — at  what  a  Gold- 
man, Sachs  study  by  Wilbur  Gay  esti- 
mates will  save  Texaco  at  least  $1  a 
barrel,  or  more  than  $75  million  a 
year  before  taxes.  It's  also  taken  a 
27%    interest   in    the  $350-million 
Louisiana    Offshore    Oil    Port — the 
"Loop" — which    will    permit  Very 
Large  Crude  Carriers  to  berth  in  the 
U.S.  for  the  first  time  in  1980,  and  so 
permit  considerable  reductions  in  crude 
transportation  costs.  "We  think,"  says 
Granville,  "in  time  we  will  have  a  profit- 
able refining  and  marketing  operation." 

In  Europe,  too,  Texaco  is  shrinking  its 
marketing  system.  But  its  major  push  is 
installing  the  catalytic  cracking  units 
necessary  to  upgrade  residual  fuel  (worth 
$13  a  barrel)  into  high-profit  gasoline 
(worth  $16)  and  so  put  Texaco  in  a  posi- 
tion to  serve  the  most  promising  seg- 
ment of  the  European  market.  One  unit 
will  go  into  operation  this  year  in  Ger- 
many at  a  cost  of  $100  million  and  an- 
other in  Wales  in  1980  at  a  cost  of  $300 
million. 

A  good  two-thirds  of  Texaco's  $1.75- 
billion  c  apital  spending  this  year  is  going 
into  exploration  and  production— an  ef- 
fort Granville  has  been  pushing  since 
1971.  Although  Senior  Vice  President 
Richard  Palmer  has  little1  hope  Texaco 
can  do  more  than  slow  the  rate  of  decline 
of  Texaco's  U.S.  production  for  some 
lime  to  come,  he  still  expects  Texaco  to 
find  a  considerable  amount  of  oil  in  the 
U.S.,   mainly  in   the  lower  48  states, 
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Number  One:  Second  to  none  these  days  is  Butch  Granville — chairman,  chief  executive,  chairman  of  the  executive  committee. 


where  Texaco  has  bought  $1  billion  in 
federal  leases  since  1970  and  where  it 
has  6.9  million  ac  res  of  land  that  are  not 
yet  fully  evaluated. 

Elsewhere,  Palmer  has  high  hopes  for 
Canada,  where  Texaco  has  prime  posi- 
tions in  the  booming  West  Pembina  and 
Elmsworth  areas  of  Alberta.  In  the 
North  Sea,  Texaco  has  spent  $342  mil- 
lion so  far,  but  its  first  really  promising 
undertaking  is  the  100%-owned,  87,000- 
barrel-a-day  Tartan  field,  which  Texaco 
will  bring  in  by  1980  at  a  cost  of  $450 
million,  and  the  Galley  prospect,  which 
could  prove  equally  productive  if  Texaco 
undertakes  its  development.  "The  word 
is  pretty  much  out,"  says  one  oilman, 
"that  anybody  who's  having  trouble  de- 
veloping those  expensive  reserves,  Texa- 
co would  be  happy  to  buy  in  on  the 
proper  basis."  The  reason  is  basic.  At 
best,  Texaco  aims  at  a  10%  return  in 
refining  and  marketing.  But  the  Tartan 
field  will  yield  25%  to  30%. 

Texaco  is  also  pinning  down  its  access 
tc  crude  elsewhere  in  the  world,  work- 
ing out  participation  agreements  with 
Angola,  Ecuador  and  Nigeria  and  serv  ice 
contracts  with  Venezuela  and  Saudi  Ara- 
bia. Such  contracts  yield  maybe  15  cents 
to  21  cents  a  barrel  in  fees,  as  against  the 
40-cent-to-50-cent-a-barrel  profit  of  the 
Sixties,  but  they  involve  no  capital  com- 
mitment. And  where  it  really  matters,  in 
Saudi  Arabia,  Texaco  and  the  other 
Aramco  partners  are  guaranteed  a  mini- 
mum of  7  million  barrels  a  day  through 
the  year  1999. 


Texaco  is  also  stepping  up  its  commit- 
ment in  petrochemicals — 6.3%  of  last 
year's  earnings.  It  is  now  spending  $.500 
million  in  petrochemicals,  half  of  it  on  an 
ethylene  plant  for  production  this  year. 

Texaco  is  still  wary  of  wider  diversifica- 
tion— in  most  instances  oil  promises  a 
better  return — but  Texaco  has  nonethe- 
less acquired  the  basic  technological  and 
reserve  positions  in  uranium,  oil  shale, 
coal  and  tar  sands,  and  last  month  took  a 
tentative  step  forward  by  announcing 
plans  for  a  $300-million  coal  gasification 
demonstration  project,  for  the  mid-1980s. 

"We've  invested  over  $10  billion  in  the 
last  seven  years,"  Granville  says,  "and 
those  investments  were  made  because  we 
expect  to  make  a  profit  on  them.  We  had 
to  spend  a  lot  of  money  just  to  stay  where 
we  were,  but  there  was  also  a  lot  of 
investment  made  to  improve  our  posi- 
tion. We  expect  these  diings  to  pay  off  as 
they  come  to  fruition.  " 

The  question,  of  course,  is  how  soon 
and  how  big?  To  have  equaled  the  14% 
return  it  made  in  1971,  never  mind  the 
17%  of  1967,  Texaco  would  have  had  to 
earn  roughly  40%  more  than  it  did  last 
year — over  $380  million — and  gains  of 
that  magnitude  do  not  come  easily. 

Texaco  is  making  gains  in  reducing  its 
U.S.  refining  and  marketing  losses,  and 
the  heavy  investment  it  is  making  in  the 
U.S.  and  Europe  should  begin  to  pay  off 
in  the  next  year  or  two.  Texaco  will 
benefit  from  the  replacement  of  a  $100- 
million  jet  fuel  contract  at  1972  prices 
with  American  Airlines,  and  it  could 


benefit  from  any  increase  in  natural  gas 
prices  and  the  success  of  its  exploration 
program.  But  whether  these  factors  will 
be  enough  to  close  the  gap  between 
Texaco  and  the  rest  of  the  industry  re- 
mains to  be  seen. 

Clearly  encouraging  are  the  indications 
that  Texaco  is  beginning  to  change,  to 
break  with  the  habits  and  patterns  of  its 
past.  It  is  beginning  to  bring  younger 
men — like  Kinnear,  Palmer  and  De- 
Crane — into  positions  of  influence  and 
authority.  It  is  beginning  to  decentralize 
both  policy-making  and  authority.  It  is  at 
last  installing  a  management  information 
system  to  give  it  knowledge  of  its  true  costs 
for  the  first  time.  Under  Gus  Long,  Texaco 
could  not  tell  with  precision  where  it  lost 
money  and  where  it  made  money,  and  it 
doesn't  know  to  this  day.  "I  guess  we're  in 
the  process  now  of  trying  to  really,  fully 
understand  where  we  do  stand  on  refining 
and  marketing  profitability,"  Granville 
says.  "We  always  considered  ourselves  an 
integrated  company,  and  we  had  an  over- 
all basic  objective,  but  we  never  set  them 
up  with  any  view  that  we  had  any  real 
knowledge  of  what  the  profi  tability  was  for 
each  segment. 

That  task  at  last  has  begun,  and  so  has 
the  process  of  breaking  free  of  the  com- 
manding influence  of  Augustus  C.  Long, 
a  man  so  immune  to  self-doubt  that  he 
once  reportedly  fired  a  Texaco  employee 
he  caught  filling  up  at  an  Exxon  station. 
But  like  just  about  everything  else  in 
Texaco's  future,  the  latter  task  will  not 
be  easy.  ■ 
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Control 


Controls  are  a  vital  working  tool  at 
Crane.  We  apply  them  in  many  ways. 

Our  valves  and  pumps  control  the  flow  of 
fluids  in  a  wide  variety  of  industries,  including 
such  prime  growth  areas  as  petroleum,  chemical 
and  power,  both  here  and  abroad.  We 
manufacture  many  kinds  of  pollution  control 
equipment  — from  ozonators  that  purify  and  clear 


wastewater  to  packaged  treatment  systems 
help  industry  meet  government  pollution 
standards. 

Our  CF&I  Steel  Corporation  is  one 
the  few  steel  companies  that  completely  coi 
its  steel  making  from  mine  through  mill.  Thi: 
control  assures  high  quality  in  the  steel  wel 
into  rails,  into  casing  and  tubing  used  in  oil 


A  key  factor  in  Crane's  growth. 


illing  from  Alaska  to  Louisiana,  into  structural 
d  dozens  of  other  basic  products. 

A  distribution  network,  the  largest  serving 
i  industrial  and  construction  markets  in  North 
nerica,  gives  Crane  control  of  distribution  to 
jjor  marketing  areas. 

In  aerospace  Crane  designs  and 
anufactures  the  brake  control  systems  used  on 


virtually  every  commercial  jet  and  military 
transport.  A  special  version  will  be  used  on 
NASA's  future  space  shuttle. 

Controls.  They  have  not  only  kept  us  at 
the  center  of  American  industry,  they  have 
helped  make  us  one  of  our  country's  most 
successful  billion-dollar  companies.  Crane  Co., 
300  Park  Avenue,  New  York,  NY.  10022. 


CRANE 

 ®_ 

Fluid  and  pollution  control/Steel/Building  products/ Aerospace  and  aircraft 


join  the  waste  watchers 
and  see  how  much  more 
your  paper  dollars  can  buy. 


More  for  your  money. 
Fort  Howard  has  more  ways  for  you 
to  get  more  for  your  money.  Like  our 
new  700-foot  roll  towel.  You  get 
more  hand-dries  and  less  chance 
of  run-out. 

Or  our  1800-sheet  roll  of  Billow 
tissue.  Because  it's  longer  than  the 
standard  1000-sheet  roll,  it  doesn't 
have  to  be  changed  as  often,  so  your 
maintenance  man  makes  fewer  trips. 

Either  way,  your  maintenance 
dollars  buy  more  productivity. 


More  paper,  too. 
Your  maintenance  man  may  be 
throwing  away  up  to  25%  of  your 
paper  dollars  in  stub  roll  leftovers 
when  he  refills  the  cabinet.  Now 
the  Commander  I®  cabinet  lets  you 
load  a  new  roll  towel  that  won't  start 
feeding  until  the  old  roll  runs  out. 

Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watcher 
Before  another  dollar 
slips  away. 


tcher. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  M 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


For  The  Birds:  Hartz  began  importing  canaries  under  Max  Stern  (/eft);  son  Leonard  made  it  a  pet  supplies  power. 

Will  The  Canaries 
Come  Home  To  Roost? 

Hartz  Mountain  dominates  its  carefully  chosen  corners  of  the 
pet  supplies  business — perhaps  too  much  so  for  its  own  good.  Some 
aggrieved  parties  now  seek  a  reckoning  in  court. 


By  PAUL  BLUSTEIN 

With  sales  of  $221  million  last  year, 
Harrison,  N.J. -based  Hartz  Mountain 
Corp.  scarcely  qualifies  as  a  behemoth 
among  U.S.  companies.  But  ask  people 
in  the  special  world  of  dog  collars,  cat 
litter,  fish  food  and  birdseed  about 
Hartz,  and  you  can  evoke  reactions  that 
suggest  the  image  ot  a  vaguely  obscene 
freak  of  nature — a  500-pound  canary, 
say,  with  an  insatiable  appetite  for  raw 
meat.  Of  Hartz'  grip  on  its  specialties,  a 
rack-jobber  moans:  "There's  no  alterna- 
tive. We're  not  thrilled  with  the  situa- 
tion. Of  Hartz'  manners  in  the  market- 
place, one  supermarket  consultant  says: 
"They're  the  most  vicious  competitors  I 
know  in  the  industry.  They'll  do 
anything. 

Hartz'  marketing  power  is  suggested 
by  the  fact  that  it  has  a  75%-plus  share  of 
many  of  its  market  niches  such  as  bird- 
seed and  dog  and  cat  accessories.  After 
some  mergers  and  acquisitions  in  the 
early  1970s,  it  became  dominant  in  fish 
food  and  aquatic  supplies  as  well.  In 
short,  it  has  become  a  sort  of  General 
Motors  in  its  carefully  chosen  markets.  It 
stays  that  way  by  wisely  avoiding  con- 
frontations with  the  true  giants  of  the  pet 


food  industry:  Ralston  Purina,  Carnation 
and  other  mass  producers  of  meat-based 
products.  And  it  does  handsomely.  Prof- 
its in  1977  were  well  over  $26  million,  a 
12%  aftertax  margin  on  sales,  a  23'i  re- 
turn on  equity. 

All  of  this  has  made  Leonard  Stem, 
the  intense,  wisecracking  40-year-old 
son  of  Hartz  founder  Max  Stern  and  the 
prime  mover  behind  the  company's 
growth,  a  fabulously  wealthy  man.  Esti- 
mates of  his  personal  fortune  run  in  the 
hundreds  of  millions  of  dollars.  His 
Hartz  stock  alone — 80%  of  the  total  vot- 
ing shares  outstanding — is  worth  more 
than  $1(K)  million  at  today's  market  price 
of  $10  per  share.  Stern  owns  huge 
amounts  of  real  estate  as  well,  including 
a  chunk  of  the  New  Jersey  Meadowlands 
that  may  some  day  rival  the  Hartz  stock 
in  value  (Forbes,  Apr.  3). 

But  Hartz  commanding  market  posi- 
tion in  pet  supplies  may  prove  trouble- 
some. A  smattering  of  antitrust  com- 
plaints against  Hartz  lodged  by  minor 
competitors  and  distributors  in  recent 
years  has  suddenly  turned  into  a  barrage 
of  lawsuits — and  some  of  the  plaintiffs 
are  by  no  means  small  fry.  At  last  count, 
at  least  four  lawsuits  were  pending.  One 
has  been  brought  by  Zoecon,  a  subsid- 


iary of  Occidental  Petroleum  Corp.  that 
makes  pet  care  products.  Another  filed 
two  months  ago  by  the  Miller-Morton 
Co.,  a  subsidiary  of  A  H.  Bobbins  Corp., 
weighed  in  with  what  will  probably  be 
the  biggest  claim  of  all.  Miller  Morton, 
makers  of  Sargeant's  flea  collars  and  pet 
care  products,  asks  for  unspecified  treble 
damages  (which  trade  sources  say  could 
mount  up  to  $1(X)  million)  against  Hartz 
for  violations  of  the  Sherman,  Clayton 
and  Bobinson-Patman  Acts. 

In  addition  to  these  lawsuits,  the  Fed- 
eral Trade  Commission  has  been  investi- 
gating the  company  for  months. 

Stern  and  his  subordinates  flatly  re- 
fused to  be  interviewed  by  Forbes,  and 
most  of  the  parties  involved  in  the  law- 
suits declined  comment  because  of  the 
pending  litigation.  But  discussions  with 
more  than  50  pet  industry  sources — dis- 
tributors, retailers,  manufacturers,  for- 
mer Hartz  employees,  consultants — sug- 
gest that  these  lawsuits  are  hardly 
frivolous  nuisance  cases. 

The  antitrust  violation  Hartz  is  most 
often  accused  of  is  that  of  "exclusive 
dealing ":  coercing  distributors  to  handle 
Hartz  pet  products  alone.  In  a  suit  filed 
by  General  Industries  Corp.,  a  former 
Hartz  distributor  in  Fdina.  Minn.,  it  is 
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It's  A  Jungle  Out  There:  Peddling  toys  for  dogs,  yummies  tor  cats  and  treats  for  hamsters  is  a  rough  business. 


alleged  that  Hartz  "continually  threat- 
ened to  terminate  General  as  a  distribu- 
tor ...  if  General  should  at  any  time 
purchase  or  deal  in  pet  supplies  of  com- 
petitors of  Hartz."  Considering  Hartz' 
market  position,  no  distributor  could  af- 
ford to  take  such  a  threat  lightly. 

Several  distributors  contacted  by 
Forbes  recite  similar  experiences.  Ac- 
cording to  one  distributor,  two  Hartz 
executives  "flew  in  here  one  day  because 
they  heard  that  I  had  competitive  mer- 
chandise in  the  warehouse.  They  went 
through  the  warehouse  to  see;  if  I'd  had 
competitive  merchandise,  that  would 
probably  have  been  the  end  of  me." 

A  Santa  Rosa,  Calif,  veterinarian -en- 
trepreneur named  Myron  Schaffer  near- 
ly lost  his  tiny  dog-food  business  be- 
eause,  he  says,  distributors  who  also 
carried  Hartz  products  suddenly  desert- 
ed him.  Dr.  Schaffer  had  invented  a 
successful  milk  bone  for  dogs.  When 
Hartz  developed  a  competing  product, 
Schaffer  told  Forbes,  the  distributors' 
orders  dried  up.  Most  of  them  offered  no 
explanation.  One  distributor  at  first  told 
Schaffer  that  he  would  "refuse  to  be 
pushed  around."  But  that  distributor, 
too,  later  deserted  him.  "They're 
squeezing  me,"  the  distributor  told 
Schaffer.  "They've  got  a  guy  watching 
me;  it's  my  livelihood."  When  contacted 
by  Forbes,  the  distributor  confirmed 
the  story.  Schaffer  later  sued  Hartz  and 
won  an  out-of-court  settlement. 

Another  potentially  more  explosive 
charge  contained  in  several  suits  con- 
cerns "price  discrimination" — offering 
ditlerent  deals  to  different  competing 
customers.  When  it  has  the  effect  of 
restricting  competition,  it  is  usually  il- 
legal. The  Miller-Morton  complaint  al- 
leges that  this  type  of  violation  took  the 


form  of  "unlawful  and  improper  pay- 
ments in  cash  and  in  various  other  forms, 
such  as  price  discounts,  rebates,  adver- 
tising allowances  .  .  .  ." 

Two  Hartz  distributors  and  one  former 
Hartz  employee  told  Forbes  that  they 
know  firsthand  that  a  great  deal  of  "re- 
bating" went  on  when  Rochester-based 
R.T.  French  Co.  tried  to  horn  in  on 
Hartz'  pet  product  business  in  the  late 
Sixties  and  early  Seventies.  French's 
would  make  a  special  introductory  offer 
of,  say,  cash  and  free  merchandise  to  get 
its  goods  into  the  supermarkets.  Accord- 
ing to  Forbes'  sources,  Hartz  would 
counter  the  offer  to  keep  the  account, 
but  wouldn't  necessarily  offer  the  same 
deal  to  all  of  its  competing  accounts  as 
the  law  requires. 

One  distributor  recalls  having  person- 
ally written  checks  for  thousands  of  dol- 
lars to  retail  chains  "just  to  keep  compe- 
tition out."  Hartz  would  reimburse  him, 
he  says,  by  giving  credits  on  future  ship- 
ments. "I  said,  Hey.  I'm  paying  these 
people  the  check — how  about  Uncle 
[Sam],  you  know?'  "  the  distributor  re- 
calls. "We're  sticking  our  necks  out." 
The  Hartz  people,  he  says,  would  assure 
him  that  there  was  nothing  to  worry 
about.  A  former  Hartz  employee  con- 
firms the  gist  of  the  distributor's  story 
and  explains  that  such  practices  finally 
led  him  to  quit  the  company  in  disgust. 
"There  was  an  extraordinary  amount  of 
pressure  to  get  all  the  business,"  he  says, 
"and  it  went  beyond  where  I  could  stay 
with  it  any  longer.  I  don't  even  know  if  it 
was  illegal,  but  I  know  it  was  unethical." 
French's  largely  abandoned  the  pet  sup- 
ply business  in  January  1975. 

It  is  widely  rumored  that  Hartz  has 
sometimes  made  payments  directly  to 
key  individuals  at  large  retail  accounts. 


One  former  supermarket  purchasing  ex- 
ecutive recalls  being  at  a  trade  show 
where  a  number  of  vendors  including 
Hartz  had  drawings  for  prizes  to  bring 
people  to  their  booths.  A  high-ranking 
Hartz  official  approached  the  executive 
and  boomed,  "Congratulations!  You 
have  just  won  a  color  television  set!"  The 
executive,  surprised,  replied  that  he 
hadn't  even  entered  Hartz'  drawing. 
"He  [the  Hartz  man]  said,  'Well,  we  can 
fix  that  up!'  "  the  executive  recalls.  "I 
had  a  big  pencil  [a  powerful  say-so  in 
buying  decisions],  so  I  was  a  target." 

Some  of  the  lawsuits  also  accuse  Hartz 
of  unlawfully  dictating  conditions  of  sale 
to  distributors — for  instance,  requiring 
distributors  to  buy  relatively  slow-mov- 
ing items  along  with  more  popular  prod- 
ucts ("tie-ins")  and  setting  the  price  at 
which  the  distributors  sell  to  retailers 
(price  fixing).  "You  do  things  their  way, 
or  you're  just  not  a  distributor,"  says  a 
southern  rack -jobber. 

How  dictatorial,  how  niggling  can 
Hartz  be?  Listen  to  the  story  of  Berry- 
Water  Garden  Inc.,  an  aquarium  sup- 
plies distributor  in  Kernersville,  N.C. 
Berry  Water  Garden  distributes  its  own 
fish  to  "retail  accounts,  and  also  used  to 
handle  a  line  of  aquarium  supplies — fish 
tanks,  lights,  food.  etc. — called  Perma- 
life.  Then  Permalife  was  bought  by 
Sternco,  the  Stern  family's  fish  supplies 
company  (later  merged  into  Hartz).  and 
things  changed. 

"Apparently,"  says  a  spokesman  for 
Berry,  "they  didn't  like  the  idea  of  our 
being  known  as  a  separate  company  and 
talking  to  buyers.  [They  wanted]  the  na- 
tional account  buyer  to  know  only  their 
name,  not  Berry  Water  Garden."  So, 
according  to  Berry,  Sternco  insisted  that 
Berry  allow  them  to  do  all  the  billing — 


50 


FORBES,  APRIL  17,  1978 


What !  Your  copier  doesn't 
collate,  jog,  and  staple? 


Better  call  Kodak. 


This  Kodak  copier  does  it  all.  In  one  single  machine.  In 
one  automatic  operation.  Saves  you  time  and  money 

Kodak  gives  you  several  ways  to  save  even  more:  With 
an  introductory  plan.  A  two-year  plan.  A  multiple- 
placement  plan.  It's  as  good  a  copier  deal  as  you  can 
get,  and  the  Pest  copy  quality  in  the  Pusiness.  Call  Kodak 
tor  a  closer  look: 

(800)  828-1450 

In  New  York  State:  (800]  462-4890.  Or  write:  A.  Angert, 
Eastman  Kodak  Company,  Dept  CD8408,  Rochester,  N  Y  14650 


Kodak  Ektaprint  copier-duplicators 


even  for  Berry's  own  fish— under  the 
Stern co  name.  Adding  injury  to  insult, 
Sterneo  expeeted  to  be  paid,  handsome- 
ly, for  the  billing  service.  Berry  refused. 
"They  said,  'Well,  that  doesn't  leave  us 
any  choice  but  to  put  our  own  distribu- 
tion in.  You're  out,'  "  the  spokesman 
recalls.  "So  we  parted  company." 

Hartz  probably  lias  its  own  version  of 
I'affaire  Berry  Water  Garden,  the  "re- 
bate" battle  with  French's  and  the  rest. 
But  despite  repeated  requests  by 
Forbes,  Hartz  would  not  speak  to  those 

questions. 

It  must  be  said  that  Hartz  did  not 
achieve  its  commanding  position  in  the 
pet  supplies  industry  In  marketing  hard- 
ball alone.  Critics  and  boosters  alike  will 
concede  major  credit  for  that  to  its  inno- 
vative merchandising  and  packaging. 
"They've  been  very  proficient  at  creating 
public  awareness  of  their  name,"  says 
Robert  Schaff,  assistant  dean  of  the  Col- 
lege of  Business  Administration  at  the 
University  of  Bridgeport  in  Connecticut 
and  a  student  of  the  industry.  "They've 
also  got  a  comprehensive  merchandising 
program;  a  number  of  products  are  tied 


in  together.  Their  orange  packaging 
stands  out  and  makes  a  solid  display.  The 
smaller,  outfits  concentrate  on  single 
products  that  are  not  tied  in  together. 

But  Leonard  Stern  hardly  qualifiesvas 
a  needy  case,  so  the  question  logically 
arises:  If  Hartz  could  win  a  big  share  of 
the  profitable  pet  supplies  business  on 


". . .  A  high  Hartz  official 
boomed,  'Congratulations! 
You  have  just  won  a  color 
television  set!' . . ." 


the  merits  of  its  merc  handising  program, 
need  it  resort  to  tactics  which  seem  de- 
signed to  shatter  even  minor  competi- 
tion? "Stem  has  an  ego  problem,  a  pow- 
er syndrome,  one  former  Hart/, 
employee  speculates.  Another  former  as- 
sociate of  Stern  says:  "Leonard  has  an 
extremely  competitive  nature,  and  he's  .1 
brilliant,  brilliant  man.  It  s  his  fancy  to 
win."  The-  same  source-  recalls  that 
Stern's  combative  spirit  even  extended 


to  the  courtroom.  "He  turned  around 
one  day  and  said.  Hey,  Dad!  We're 
being  sued  for  a  million  dollars!'  "  the 
former  Hartz  executive  says,  mimicking 
a  scornful,  amused  Leonard  Stern.  "The 
Sterns  enjoy  it  [a  legal  battle-].  Of  course, 
this  big  one  now  with  Miller-Morton,  I 
don't  know.  " 

So  far,  Hartz  has  been  able  to  settle 
some  of  the  smaller  lawsuits  brought 
against  it  out  of  court  without  much  ef- 
fect on  the  bottom  line.  Last  June,  Hartz 
settled  with  St.  Marie  and  Son,  a  former 
distributor,  for  $1(K).(KX),  more  recently 
it  settled  with  CM  Sales,  another  distrib- 
utor, for  what  insiders  say  is  "many 
times"  the  St.  Marie  figure. 

But  the  charges  raised  in  the  settled 
cases  are  not  necessarily  neutralized; 
current  litigants  such  as  Miller-Morton 
can  try  to  subpoena  documentary  mate- 
rial from  those  old  cases.  Meanwhile, 
rumors  abound  of  more  lawsuits  in  the 
works.  According  to  one  theory,  the  liti- 
gation against  Hartz  could  "snowball" 
into  a  damaging  onslaught.  If  Leonard 
Stern  does  have  a  compulsion  to  win  all 
the  marbles,  he  may  live  to  regret  it.  ■ 


Butterflies  At  Caterpillar 

Caterpillar  Tractor  Co.'s  best  market  looks  flat,  its  strategy  seems 
a  bit  Yang  and  its  executives  are  selling  its  stock.  What's  up,  Cat? 


Shouldn't  giant,  dominant  Caterpillar 

Tractor  Co.  get  more  respect?  Late  in 
1977,  while  the  world's  largest  manufac- 
turer ol  earth-moving  machines  was 
rounding  out  its  best  year  ever,  many  of 
its  top  executives  and  board  members 
were  selling  its  stock. 

In  the  last  three  months  of  1977,  ac- 
cording to  Securities  i\  Exchange  ( Com- 
mission documents,  insiders  made  12 
sales  of  Caterpillar  common  against  only 
four  purchases.  The  sellers  disposed  of 
21, (XX)  Caterpillar  shares  while  only 
11, (XX)  were  bought.  Of  that  number, 
retiring  ex-chairman  William  Naumann 
bought  over  two-thirds. 

What  goes  on?  Last  year,  as  usual. 
Caterpillar  ("Cat"  to  its  friends  and 
properly  intimidated  competitors)  out- 
sold its  nearest  rival,  Japan's  Komatsu, 
4-to-l,  in  the  $10-billion  international 
market  for  tractors,  excavators,  front- 
loaders  and  off-the-road  trucks.  Its  total 
revenues  hit  a  record  $5.8  billion,  with 
net  earnings  of  $445  million  or  $5.16 
per  share — a  16%  improvement  over 
1976.  Hardly  the  sort  of  news  that 
should  cause  a  company's  executives  to 
sell  company  stoc  k 

Caterpillar's  Peoria,  111.  headquarters 
will  only  comment  that  insider  sales 


are  made  for  personal  reasons.  But 
Caterpillar  is  lamous  for  not  talking. 
Aside  from  clour  press  releases,  some 
pithy  annual  report  remarks  and  an  oc- 
casional arms-length  discussion  with 
analysts,  the  gentlemen  from  Peoria 
rank  among  the  great  inscrutables  of 
the  Western  world.  Says  one  Wall 
Street  analyst  familiar  with  Caterpillar, 
"Watching  them  is  like  watching  Pe- 
king from  Hong  Kong. 

It  may  be  that  those  Caterpillar  execu- 
tives, used  to  laid-back,  play-it-safe  mar- 
ket strategies,  are  justifiably  nervous 
about  their  company's  recent  aggressive- 
ness. In  1978,  for  example.  Cat  is  slated 
to  spend  $700  million  on  the  last  lap  of  a 
five-year,  $1.6-billion  capital  expansion 
program,  while  its  all-important  foreign 
market  (58.4%  of  sales  in  1976,  only 
•50.7%  last  year)  is  hardly  thriving  after 
two  flat  years.  1  .ast  year  sales  ol  ( laterpil- 
lar  earth  movers  (85%  of  its  total  sales) 
were  down  in  most  of  Western  Europe, 
Russia  and  the  Eastern  bloc  countries, 
Canada.  Brazil  and  the  Middle  East. 
This  year,  its  official  reasons  for  expect- 
ing a  turnaround  overseas  range  from 
favorable  results  in  recent  French  elec- 
tions to  a  pickup  of  public  construction  in 
(  lanada. 


On  Wall  Street  that  sort  of  optimism 
is  unconvincing.  Says  Drexel  Burnham, 
Lambert  analyst  Leonard  W  ilson,  "The 
flaw  in  Caterpillar's  outlook  remains 
the  uncertain  pace  of  demand  in  for- 
eign markets."  Becker  Securities  ana- 
lyst Robert  E.  Walsh  says  "retarded 
economic  growth"  overseas  may  signif- 
icantly hamper  Caterpillar's  earnings 
growth  in  1978. 

Caterpillar's  recent  hyperactivity  has 
even  extended  to  its  normally  cautious 
employment  practices.  In  the  second 
half  of  last  year  the  company  hired  more 
than  3, (XX)  additional  employees 
Historically  it  doesn't  hire  employees  for 
the  short  term.  For  one  thing,  they  cost 
too  much  to  train.  The  company  also 
built  its  inventory  to  $161  million  during 
the  fourth  quarter.  Analysts  believe  Cat 
is  looking  lor  a  continued  strong  market 
in  U.S.  residential,  sewer  and  road  con- 
struction in  1978,  plus  vigorous  strip  coal 
mining  activity.  It  already  has  some  ma- 
chines on  allocation  to  its  dealers  here. 

"Caterpillar  is  placing  a  bet."  says  ana- 
lyst Gerald  A.  Rothstein  of  Qppenhei- 
mer  &  Co.  Goldman,  Sachs  analyst  Ter- 
ry L.  Nagelvoort  sees  the  buildup  as  an 
important  sign  of  the  company  s  confi- 
den<  e  in  its  prospects  for  growth.' 
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Caterpillar's  90-Ton  D-10:  Despite  its  late  arrival,  positioned  to  scoop  up  a  big  share  of  the  giant  tractor  market. 


But  to  those  nervous  Caterpillar  insid- 
ers it  must  look  like  pretty  racy  stuff. 
"Caterpillars  executives  all  come  up 
through  the  company,"  says  one  observ- 
er. "They're  good,  but  they're  all  out  of 
the  same  mold.  " 

For  years,  Caterpillar  was  known  for 
its  passive,  if  not  coy,  market  strategies. 
Ex-chairman  William  A.  Blackie  used  to 
call  it  a  Yin  and  Yanu;  system  after  Arnold 
Toynbee's  theory  of  the  passive  and  ag- 
gressive phases  of  history.  In  other 
words,  more  often  than  not  Caterpillar 
would  wait  for  its  hungry  competition  to 
establish  a  market  before  it  would  tool 
up  for  the  fray. 

When  the  national  highway  building 
program  went  into  high  gear  during  the 
early  Sixties,  lor  example  Intel  national 
Harvester  and  Clark  Equipment  Co. 
were  quick  to  fill  a  need  for  a  wheel-type 
front-loader,  a  cheaper  and  less  expen- 
sive machine  to  run  than  the  traditional 
track-type.  But  Clark  and  Harvester  took 
the  risks.  Before  long,  patient  Caterpil- 
lar was  making  its  own  wheel -type  front- 
loader  for  a  well-defined  market  with  a 
greater  efficiency  that  eventually  pro- 
duced higher  margins.  From  there,  Cat- 
erpillar's incomparable  dealer  network 
took  back  most  of  its  lost  market  share. 

Its  266  dealers  in  1 50  countries  are 
Caterpillar's  biggest  edge.  The  key  ele- 
ment in  selling  earth-moving  equipment 
is  minimizing  "down  time" — the  expen- 
sive days,  even  minutes,  when  a  65-ton, 
$1.50, (XX)  (wholesale)  earth-moving  ma- 
chine is  laid  up  after  a  run-in  with  a  rock 


as  big  as  the  Ritz.  Says  analyst  Nagcl- 

voort,  "Caterpillar  was  the  first  C  pan) 

to  see  thai  il  yon  service  the  equipment 
better  than  anyone  else,  you  were  going 
to  make  a  lot  of  friends.  Its  one  thing  to 
sell  a  good  product,  but  it's  another  to 
repair  and  maintain  it."  Which  is  what 
Caterpillar  and  its  122  U.S.  and  141 
overseas  dealers  do  best. 


". . .  Caterpillar  would  wait 
for  its  hungry  competition 
to  establish  a  market  before 
it  would  tool  up  . . ." 


Japan's  Komatsu  may  well  make  as 
good  .!  product  as  (.'at.  It  probabl)  un- 
dersells its  rival  on  some  products.  Hut 
without  Caterpillar's  dealer  network, 
Komatsu  has  been  helpless  to  dig  into 
Caterpillar's  market  share. 

The  latest  "delayed  action"  <  laterpillar 
product  to  benefit  from  its  dealer  advan- 
tage is  the  new  13-10  tractor,  the  world's 

largest,  equipped  with  dozer  and  blade 
and  weighing  90  tons.  Since-  1970  Allis- 
Chalmers  (now  Fiat-Allis)  has  been  hard 
at  work  demonstrating  that  there's  a 
strong  U.S.  market  for  a  tractor  bigger 
than  the  Cat  D-9.  Now  that  the  point  is 
made,  Caterpillar  is  ready  with  a  fully 
automated  720,000-square-foot  East 
Peoria  plant  that  could  turn  out  $30- 
million  worth  of  D-lOs  this  year.  The 
rest  is  up  to  Caterpillar's  dealers. 


But  when  you  arc  as  good  as  Caterpil 

lar,  even  success  can  have  its  disadvan- 
tages. Roughly  40%  of  the  nearly  $1 

billion  that  Caterpillar  lias  spent  on  new 

capacity  since  L974  lias  gone  into  diesel 
engine  facilities.  In  12  years  Cat's  diesel 

business  lias  gone  from  scratch  to  IT>'<  oi 
the  total  unit   market  lor  (ruck  dicsels 

(Forbes,  Oct.  15,  1976).  All  told,  it  sold 
$77 1  -million  worth  of  diesels  externally 
last  year — lor  trucks,  boats  and  machin- 
ery. Most  importantly,  it  has  taken  a  big 
chunk  ol  the  lastcst  growing  segment  ol 

the  truck  diesel  market  engines  lor  me 

din iii  sized  1 1  neks  that  have  become  eco- 

n  lea  1  now  that  gasoline  prices  are  up. 

But  diesel  piofit  margins,  as  good  as 
they  arc  (an  estimated  L2%)   are  at  least 

two  percentage  points  lower  than  Cat's 
margins  for  its  earth-moving  equipment. 
Tightei  margins,  like  flaccid  markets,  are 

not  what  Cat  needs  right  now. 

Last  year,  its  record  year,  Caterpillar's 
stock  price  ranged  three  to  four  points 
lower  at  year-end  (55 Vi  to  52%)  than  it 
did  a  year  earlier.  Now  after  a  long  coal 
strike  and  prospects  for  an  overseas  turn- 
around unimpressive,  Caterpillar's  stock 
is  selling  near  46.  In  other  words,  inves- 
tors are  saying  that  one  of  the  world's 
best-managed  companies,  after  a  record 
year,  without  a  serious  international 
challenger  in  sight,  just  doesn't  !o<fk  very 
exciting.  No  wonder  insiders  are  selling 
Cat  stock.  If  Caterpillar  is  going  to  keep 
this  turned-olf  stock  market  from  yawn- 
ing, it  will  have  to  produce  earth-moving 

profits.  ■ 
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Give  'Em  The  AXE 


How  Sweden's  L.M.  Ericsson  executed  a  daring  technological 
end  run  in  the  telecommunications  market. 


By  GEOFFREY  SMITH 

For  years  now,  Sweden's  $1.8-billion 
sales  L.M.  Ericsson  has  been  brushed 
aside  by  its  bigger  foreign  competitors 
(notably  International  Telephone  & 
Telegraph,  but  also  Western  Electric, 
General  Telephone  &  Electronics  and 
Siemens)  as  a  has-been,  hopelessly  be- 
hind technically  and  financially  in  the 
high-stakes  telecommunications  market. 
Yet  in  January  Ericsson,  along  with  Hol- 
land's Philips  Lamp  and  Bell  of  Canada, 
won  the  hotly  contested  $2.2-billion 
Saudi  Arabian  contract — the  largest  in 
industry  history. 

Bitter  indeed  was  the  grumbling  from 
disappointed  U.S.  competitors  (Forbes, 
Feb.  20).  The  fact  remains,  however, 
that  Ericsson's  new  AXE  switching  sys- 
tem— the  key  to  the  Saudi  contract — has 
won  every  major  international  competi- 
tion (France,  Kuwait,  Australia,  Hol- 
land, Saudi  Arabia)  since  it  was  launched 
in  1976,  save  two:  Singapore  and  the 
Philippines.  And  Ericsson  attributes  the 
loss  of  those  two  to  price  or  financing 
arrangements. 

Ironically,  as  Ericsson  Senior  Execu- 
tive Vice  President  Hans  Sund  is  quick 
to  point  out,  it  nearly  took  a  palace  revo- 
lution to  get  Ericsson's  new  AXE  switch- 
ing system  on  the  drawing  boards.  But 
for  that  palace  revolution,  Ericsson 
would  surely  have  lived  up  to  its  has- 
been  label.  It  was  close.  The  turning 
point  came  in  late  1969. 

"I  was  head  of  the  telephone  exchange 
division  then,"  says  Sund.  "We  had 
started  developing  a  full  line  of  electron- 
ic switching  systems  early  in  1964 
[dubbed  AKE,  an  acronym  for  Automat- 
ic Code  Switch  Electronic].  It  was  not 
well  planned.  The  software  volume  was 
tremendously  higher  than  expected — 
about  four  or  five  times  higher.  And  it 
was  very  difficult  to  change  the  software 
because  this  caused  other  faults.  ITT  and 
Western  Electric  have  experienced  ex- 
actly the  same  problem.  It  took  me 
weeks  to  prove  to  top  management  that 
it  was  an  insoluble  problem.  We  had  to 
start  again  from  scratch." 

For  Ericsson  top  management  under 
then  President  Bjom  Lundvall,  it  was  a 
hard  decision.  Late  in  starting  and  costly 


Partners:  Senior  Vice  President  Hans 
Sund  (below)  cleared  the  way  for  Presi- 
dent Bjorn  Svedberg  (above)  to  develop 
Ericsson's  new  AXE  switching  system. 


to  develop,  AKE  nevertheless  was  and  is 
a  successful,  profitable  program.  In  the 
big  international  exchanges  that  handle 
250,000  lines  or  so  and  cost  about  $30 
million  each,  Ericsson's  computerized 
AKE  is  the  world  leader  with  11  sold 
thus  far.  (All  international  calls  from 
London  go  through  an  AKE,  and  Stock- 
holm's exchange,  the  world's  largest, 
with  a  capability  of  7.50,000  calls  an  hour, 
is  also  an  AKE.) 

But  it  was  in  the  exchange  levels  that 
handle  up  to  60,000  lines  that  AKE's 
software  problems  became  intolerable. 
Once  the  decision  was  made  to  start  all 
over,  customers  who  had  ordered  AKEs 
had  to  be  told  a)  they  would  not  get  the 
product  they  had  ordered  and  b)  they 
would  not  get  the  replacement  product 
for  four  or  five  years.  Marketing  men 
don't  like  to  tell  customers  such  things. 

"I  had  only  enemies  around,"  Sund 
recalls,  "even  the  chairman,  who  was 
president  at  the  time — they  all  opposed 
this.  I  fought  very  hard.  One  of  those 
who  also  saw  this  was  Mr.  Svedberg,  our 
present  president." 

Actually,  Bjorn  Svedberg  did  more 
than  just  "see"  it.  It  was  he  who  man- 
aged the  entire  technical  development  of 
AXE,  as  the  successor  to  the  AKE  was  to 
be  called,  on  a  crash  five-year  program. 
Ericsson  management  had  finally  recog- 
nized that  it  had  no  alternative  but  to 
take  the  plunge.  Central  office  switching 
systems  were,  and  are,  the  largest  part  of 
their  business.  If  they  had  stayed  with 
the  AKE,  the  best  they  could  hope  for 
was  a  costly  me-too  product  whose  tech- 
nological durability  was  in  question.  For 
a  company  like  Ericsson,  that  was  plainly 
inadequate.  Unique  among  the  world's 
telecommunications  companies,  it  has  no 
home  market  (except  in  military  applica- 
tions): The  Swedish  telephone  system 
has  its  own  highly  competent  equipment 
manufacturing  arm.  To  survive,  Ericsson 
had  to  bet  on  AXE. 

What  Ericsson's  bet  won  for  it  was  a 
switching  system — AXE  (for  Automatic 
Exchange  Electronic) — that  is  fully  digi- 
tal. That  is,  it  converts  speech  into  the 
basic  binary  language  of  the  computer. 
Competitive  systems  like  ITTs  Meta- 
conta  still  employ  analog  signals,  which 
vary  electric  current  to  mirror  the  vibra- 
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It's  your  estate. 

Make  sure  the 
assets  you  leave  are 
the  assets  your 
family  receives. 


To  find  out  how  a  Prudential  Estate 
Conservation  Plan  can  help  protect 
the  value  of  your  estate,  just  pick  up 
the  phone  and  say,  "Hello, 
Prudential." 

Protect  your  estate 
against  settlement  costs. 

A  specially  trained  Prudential 
representative  can  show  you  how 
to  keep  your  estate  out  of  forced 
liquidation— having  to  use  part 
of  your  assets  to  pay 
expenses  such  as  taxes 
and  administrative 


costs.  With  the  aid  of  a  computer, 
your  Prudential  representative  can: 

Help  you  analyze  the  value  of  your 
estate. 

•  Draw  up  a  life  insurance  plan  that  will 
provide  cash  to  cover  the  projected 
costs  of  settlement. 

•  Work  with  your  attorney,  accountant 
and  trust  officer  to  help  minimize  the 
taxes  on  your  estate. 


r  Call  Prudential. 

So  call  Prudential.  Let  a  Prudential 
specialist  help  make  sure  your  family 
receives  the  estate  you  leave. 


H  Prudential 


Life  Health  Auto  Home 


The  Prudential  Insurance  Company  of  America 


Hons  of  the  human  voice.  Digital  systems 
are  much  faster,  more  compact  and  more 
reliahle. 

AXE  has  other  unique  features  that 
make  it  easy  to  operate  and  to  maintain. 
It  is  fully  modular  in  software  as  well  as 
hardware,  with  building-block  segments 
simple  to  assemble  or  disassemble  for 
repair  or  modernization.  Technicians  can 
also  update  AXE's  instructions  by  pro- 
gramming it  in  plain  language — which 
means  technicians  need  less  training. 

The  cost  was  almost  equally  impres- 
sive, .is  shown  by  the  slump  in  Ericsson's 
earnings  from  $3.35  a  share  in  1973  to 
$1.72  in  1976.  Svedberg  sighs:  "It  was  a 
lot  of  money." 

Any  fool  can  see,  therefore,  that  the 
Saudi  contrac  t  was  a  lifesaver  for  Erics- 
son. Hut  any  fool  would  be  wrong.  Says 
Sund:  "We're  talking  about  470,000  lines 
shared  between  us  and  Philips  [they 
make  the  more  numerous  small,  rural 
exchanges]  over  the  next  three  years. 
That's  roughly  what  we  install  in  Brazil 
every  year.  In  a  peak  year  we've  in- 
stalled I  million  lines  in  Brazil.  On  a 
global  basis  the  Saudi  contract  is  a  contri- 
bution, but  a  very  small  contribution. 
The  equipment  side  of  the  contract  is 
worth  $500  million,  but  that  includes 
modifying  30  existing  buildings  and 
building  30  more." 

Much  has  been  made  of  the  peculiar 
difficulties  in  implementing  the  Saudi 


turnkey  telecommunications  project, 
which  carries  stiff  fines  for  late  delivery. 
There-are  no  street  names  or  house  num- 
bers in  Biyadh,  for  example,  which 
makes  locating  subscribers  tedious;  but 
Svedberg  is  not  lazed.  "We're  getting 
used  to  this,"  he  says.  "Don't  forget  we 
installed  most  of  their  telephone  net- 
work, and  we  have  a  regional  manager 
[Nazif  Khalidi,  a  native  Jordanian]  who 
knows  the  local  habits  well." 


Svedberg  and  Sund  do  not  complain 
too  bitterly  about  this,  however.  Though 
Ericsson's  Swedish  factories  are  more 
modern  and  of  course  enjoy  greater 
economies  of  scale,  Sweden's  sky-high 
wage  rates  and  social  charges  completely 
erase  that  cost  advantage  over  foreign 
Ericsson  plants.  II  the  present  trend  con- 
tinues, the  time  is  not  far  off  when  over- 
seas Ericsson  plants  will  be  more  profit- 
able than  Swedish  plants. 


. .  Ericsson  is  a  hungry  company,  a  company  that  re- 
members all  too  clearly  how  close  it  came  to 
a  financially  ruinous  technological  misstep  . . ." 


"Despite  the  Australian  and  Saudi  or- 
ders," Sund  adds,  "employees  in  our 
Swedish  factories  will  continue  to  de- 
crease [about  1 ,000  less  each  year  since 
1973].  It  would  take  an  enormous  in- 
crease in  backlog  just  to  maintain  our 
present  level  of  Swedish  employment." 

There  are  two  reasons  for  that.  It  takes 
only  about  half  as  many  people  to  make 
electronic  as  compared  with  electrome- 
chanical switching  systems.  And  second, 
understandably,  most  reasonably  large 
countries  demand  that  Ericsson  manu- 
facture locally.  About  80%  of  the  new 
Australian  business,  foi  example,  will  be 
made  in  Ericsson's  Australian  facilities. 


How  soon  the  fruits  of  its  AXE  victo- 
ries will  filter  down  to  the  bottom  line  at 
Ericsson  remains  to  be  seen.  Prelimi- 
nary results  for  fiscal  1977  show  a  strong 
35%  earnings  gain  on  a  7%  increase  in 
sales,  but  that  has  more  to  do  with  less 
painful  currency  translation  and  a  sharp 
improvement  in  the  troubled  Brazilian 
and  Italian  factories  than  with  AXE. 

The  point  is  that,  in  the  now  reviving 
telecommunications  market,  no  one  is 
resting  on  his  laurels  at  L.M.  Ericsson 
these  days.  This  is  a  hungry  company,  a 
company  that  remembers  all  too  vividly 
how  close  it  came  to  a  financially  ruinous 
technological  misstep.  ■ 


The  Kreuger  Connection:  The  gifted  Ivar  Kreuger, 
manipulator,  swindler  and  confidence  man,  nearly 
wrecked  L.M.  Ericsson  before  his  suicide  in  1932. 


The  One  That  Got  Away 
From  ITT  And  IBM 

A  LITTLE  known  FACT  about  L.M.  Ericsson  is  that  until 
I960  some  27%  of  its  stock  was  owned  by  its  major  competi- 
tor ITT.  (Western  Electric,  Siemens  and  GTE  sell  little  or 
no  equipment  outside  their  domestic  markets  as  yet.)  Mow 
ITT  wound  up  with  an  intimidating  chunk  of  its  main 
competitor  is  a  bizarre  story. 

In  1931  Ivar  Kreuger.  the  fabled  Swedish  match  king  and 
a  congenital  liar,  acquired  control  of  L.M.  Ericsson.  He 
siphoned  off  the  company's  liquid  assets  and  then  borrowed 
heavily  from  New  York's  Morgan  Guaranty  Trust  on  his 
Ericsson  holdings.  A  year  later  Kreuger  blew  his  brains  out 
in  Paris,  leaving  Morgan  holding  (among  other  things)  27% 
of  the  common  stock  of  the  bankrupt  telephone  equipment 
company.  When  ITT's  Sosthenes  Behn  expressed  an  inter- 
est in  taking  those  holdings  off  Morgan's  hands,  Morgan  was 
only  too  happy  to  oblige.  Meanwhile,  back  in  Stockholm, 
Chairman  Marcus  Wallenberg  of  Svcnska  Handelsbankcn 
stepped  in  to  guarantee  Ericsson's  debts  and  keep  the 
company  alive. 

There  is  an  epilog.  Five  or  six  years  ago  IBM  seriously 
considered  trying  to  acquire  Ericsson:  The  huge,  high- 
grow  th-potential  computerized  telecommunications  market 
seemed  a  logical  diversification.  But  IBM  found  that  the 
Swedes  had  passed  a  law  prohibiting  foreigners  from  own- 
ing "A"  shares  (one  vote  each)  in  Swedish  companies. 
Foreigners  can  own  only  "B"  shares  (one  one-thousandth  of 
a  vote  each). 

Too  bad  for  Armonk.  It  would  have  been  a  natural  — G.S. 
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Something  very  dramatic  is  happening 
up  in  Wisconsin.  While  most  northern 
and  northeastern  states  have  been  los- 
ing people  through  migration,  Wiscon- 
sin is  enjoying  a  growing  in-migration 
of  both  industries  and  people.  What's 
going  on  up  there? 

by  DWIGHT  BOHMBACH 

Last  year,  marketing  director  Ben 

Sherwood  and  his  family  lived  in 

Galesburg,  Illinois,  a  college  town  of 

under  40, 000  people,  with  an  economy 

based  on  mostly  agriculture  and 

manufacturing. 

This  year  they  live  just  outside  Beloit, 
Wisconsin,  another  college  town  of  un- 
der 40,000  with  an  economy  based  mostly 
on  agriculture  and  manufacturing. 

The  two  towns  are  only  180  miles 
apart.  On  the  face  of  it,  they're  not  all 
that  different.  Why  move? 

The  Sherwoods  moved  because  their 
company  moved.  Mr.  Sherwood's  em- 
ployer, Outboard  Marine  Corporation, 
decided  to  open  a  new  plant  in  Wisconsin. 
And  like  hundreds  of  other  executive 
families  each  year,  the  Sherw  oods  found 
themselves  packing  and  moving  along 
with  their  company . 

Part  of  the  corporate  migration  to  the 
Badger  State  these  days  has  to  do  with  a 
novel  incentive  plan  dev  eloped  by  Wiscon- 
sin lawmakers,  designed  to  make  moving 
to  Wisconsin  pav  off  exceptionally  well 
for  companies.  A  lot  of  it  has  to  do  with 
something  that  even  recent  immigrants 
to  the  state  now  recognize  as  "The  Wis- 
consin Spirit." 


A  spirit  of  helping  industry 

In  1973,  Wisconsin's  legislature  adopted 
a  bundle  of  uniquely  favorable  tax  and 
budgetary  benefits  for  business  in  the 
state.  The  resulting  business  climate  is 
not  only  more  temperate  than  that  in 
neighboring  states,  but  actually  does 
more  for  business  profitability  than 
many  states  throughout  the  nation. 

One  element  of  the  program  helps  a 
company  finance  new  building  or  expan- 
sion with  tax  exempt  bonds.  Any  Wiscon- 
sin municipality — city,  village  or  town  — 
can  now  issue  tax  exempt  revenue  bonds 
to  help  finance  capital  expansions  in  man- 
ufacturing and  processing  plants,  up  to 
a  limit  of  $5  million.  In  the  first  four  years 
since  this  went  into  effect,  more  than 
$200  million  worth  of  bonds  were  issued, 
for  manufacturing,  another  S200+  for 
pollution  control. 

Last  year  there  were  463  plant  expan- 
sions throughout  Wisconsin.  This  repre- 
sented a  31%  increase  over  the  year 
before,  and  created  7,200  new  jobs  in  the 
state.  Invariably,  it  drew  executive  fami- 
lies from  other  states. 

How  do  these  immigrants  like  their 
new  home  state?  Like  all  executive  relo- 
cations, the  Sherwoods'  move  to  Wis- 
consin took  a  lot  of  readjusting  bv  the 
whole  family.  And  as  Mr.  Sherwood 
explains,  "It's  harder  on  the  w  ife 
than  on  the  husband".  But  Mrs.  Sher- 
wood is  "a  good  trouper",  her  husband 
declares  proudly,  and  when  you  ask  how 
the  Sherwoods  feel  about  Wisconsin 
now  ,  there's  no  doubt:  "It's  a  tremendous 
state  to  live  in!" 


The  legislature's  fiscal  enticements 
have  certainly  helped  to  bring  new  in- 
dustries and  people  to  Wisconsin.  Dur- 
ing the  first  half  of  this  decade  Wiscon- 
sin's population  grew  at  a  greater  rate 
than  any  other  state  in  the  northern 
"Snow  Belt".  It  also  outgrew  four  out 
of  eight  of  the  "Sun  Belt"  states  down 
south. 

While  population  was  growing,  so 
were  jobs.  Only  one  other  midw  estern 
state  besides  Wisconsin  has  gained  man- 
ufacturing jobs  since  1970. 

Over  and  above  its  favorable  tax  cli- 
mate, Wisconsin  has  many  other  advan- 
tages that  draw  industry  and  |obs.  OMC 
chose  Beloit  for  a  new  plant  on  the  rec- 
ommendation of  a  consultant  firm  that 
does  plant  site  location  studies.  They 
liked  Wisconsin's  central  location  with 
respect  to  prime  suppliers  and  its  excel- 
lent shipping  facilities. 

The  study  also  cited  Wisconsin's  unique 
labor  pool.  The  community  had  the  kind 
of  semi-skilled  and  skilled  workers  they 
required.  One  special  need  was  for  com- 
puter and  data  processing  people  and 
they  found  a  good  mix  of  all  that  in  this 
one  area.  This  may  sound  like  a  rather 
sophisticated  mixture  of  skills  to  find  in 
a  town  of  35  thousand,  situated  in  a  niral 
area.  But  it's  not  unusual  in  Wisconsin. 
In  fact  the  av  ailability  of  highly  intelli- 
gent, readily  trainable  workers  in  large 
cities  and  small  communities  is  a  prime 
reason  why  Wisconsin  has  become  a 
leading  home  state  for  nationwide  insur- 
ance finns.  Companies  with  over  $14.4 
billion  in  assets  headquarter  in  the  state. 


Don't  just  say  "Cheese!" 
To  businessmen  in  other  areas  of  the 
ountry,  Wisconsin's  show  of  industrial 
strength  may  come  as  a  surprise.  After 
ill,  everyone  knows  Wisconsin  is  "The 
Dairy  State".  But  even  businessmen 
ometimes  forget  that  it's  also  one  of  the 
iiation's  biggest  and  most  vital  industrial 
!  tates.  Industry  settled  Wisconsin  even 
>efore  the  first  farmers  arrived  on  the 
cene.  Back  in  1827,  long  before  the  first 
tows  arrived,  miners  were  already  prob- 
ng  the  land  in  Wisconsin's  Galena 
listrict  for  lead  and  zinc.  Towns  named 
^eadmine,  Mineral  Point,  and  New 
diggings  still  bear  witness  to  the  area's 
ndustrial  beginnings. 

Even  the  state's  nickname,  "  The  Bad- 
;er  State",  harks  back  to  early  mining 
Jays.  The  first  Wisconsin  lead  miners 
ived  in  holes  dug  into  hillsides,  enclosed 
y  stone  walls.  This  lifestyle  was  so  like 
hat  of  the  badger  (an  ornery,  persistent, 
ligging  animal  in  the  area)  that 
oiks  began  calling  the  miners  "badgers". 
Vnd  the  name  stuck. 

Today  more  than  half  of  Wisconsin's 
ash  countryside  is  farmland — 20.4  mil- 
ion  rolling  acres  of  it.  Up  until  very  re- 
ently  the  state  has  had  more  cattle  than 
eople,  and  an  average  of  about  one 
nilk  cow  per  two  people  in  the  state.  But 
wherever  there  are  fanns  and  cows,  there 
re  also  factorie  s 

In  M)  of  the  state's  72  counties  the  pro- 
ortion  of  people  working  in  factories  is 
bove  the  national  average.  There  is  not 

single  county  in  the  state  that  doesn't 
lave  a  significant  portion  of  its  popula- 


tion working  in  industry.  The  state  as  a 
whole  has  120  employees  per  thousand 
working  in  industry  ;  the  national  average 
is  only  95. 

FACTORY  JOBS/1000  POPULATION 

WISCONSIN  120 

NATIONAL  AVERAGE  -  95  

Nowaday  s,  many  industries  find  it  to 
their  advantage  to  establish  plants  in 
rural  areas.  This  is  especially  taie  in  a 
state  like  Wisconsin,  where  the  level  of 
education  is  high  throughout  the  state. 
Robert  Kaul,  treasurer  of  Kroy  Indus- 
tries, manufacturers  of  injection  molding 
tools  and  products,  with  three  manufac- 
turing plants  in  Wisconsin,  explains: 
"People  here  seem  to  understand  the 
profit  motive.  They're  interested  in  pro- 
fitability. So  they  make  very  good 
employees.  Our  business  is  a  job  busi- 
ness, so  each  job  becomes  a  profit 
center.  CXir  people  understand  that,  and 
they  work  to  make  their  jobs  more  pro- 
fitable. And  they  love  and  enjoy  living 
and  working  in  their  areas.  You  are  able 
to  train  people  and  keep  them." 

Mr.  Kaul  is  responsible  for  his  firm's 
data  processing  operations.  He  finds 
a  good  supply  of  steady,  dependable 
and  highly  trainable  people  for  data 
processing  in  niral  Wisconsin.  "They're 
hunters,  fishennen,  and  love  the 
life  there ...  so  as  workers  they're  very 
industrious  and  dependable."  This 
mixture  of  agriculture  and  industry 
across  the  state  makes  Wisconsin  unique 
among  the  states  of  the  nation:  Nation- 
ally, it's  ninth  in  farm  cash  receipts  and 
twelfth  in  value  added  by  manufacturers. 


It's  a  leader  in  agriculture . . . 

Wisconsin  leads  the  nation  in  production 
of  milk,  delivering  over  ninety  pounds 
a  year  for  every  man,  woman  and  child 
in  the  United  States.  It's  also  the  undis- 
puted champion  for  production  of 
cheese  and  other  milk  products.  Wiscon- 
sin cheese  makers  produce  a  veritable 
delicatessen  assortment  (about  200  dif- 
ferent kinds)  including  about  a  fourth 
as  many  pounds  of  Italian-types  per  year 
as  all  of  Italy! 

The  Wisconsin  countryside  is  dotted 
with  little  towns  where  a  cheese  factory 
may  be  the  major  industry.  It's  not  sur- 
prising at  all  to  find  the  little  north- 
western town  of  Clear  Take,  for  example, 
proudlv  billing  itself  along  the  highway  as 
"The  Gorgonzola  Capital  of  the  World." 

But  Wisconsin  isn't  all  cheese.  The 
state  also  leads  the  nation  in  production 
of  sweet  corn,  green  peas,  snap  beans 
and  beets  for  processing;  cranberries; 
silage  corn,  and  hay. 

...and,  of  course,  beer 
Practically  everybody  knows  that  Mil- 
waukee means  beer,  and  the  state  does 
lead  the  nation  in  production  of  both 
beer  and  malt  w  ith  names  like  Miller, 
Pabstand  Schlitz,  Actually,  there  are 
major  breweries  today  in  other  towns  ac- 
ross Wisconsin,  but  Wisconsin's  leader- 
ship in  brew  ing  got  its  start  in  Milwaukee 
even  before  the  state  was  born.  Although 
Yankee  and  British  brew  ers  had  he-en 
making  beer  even  before  the  184()'s,  a 
flood  of  immigrants  w  as  pouring  into 
Milw  aukee  from  central  and  northern 


EuropS  j^id  they  had  a  hankering  for  the 
kind  of  beer  they  knew  back  home — true 
lager  beer.  Onto  the  scene  came  Jacob 
Best  and  his  four  sons,  also  newly  arrived, 
from  Germany.  Best  found  everything 
he  needed  in  the  area  to  turn  out  real 
lager  beer — hops,  grains,  and  superb 
water.  Soon  he  and  his  sons  were  in  the 
brewing  business,  and  Wisconsin  was  on 
its  way  to  becoming  America's  chief 
source  for  fine  beer. 

But  don't  think  for  a  minute  that  Wis- 
consin is  mostly  beer  and  cheese.  Did 
you  know  Wisconsin  produces  more 
mink  than  any  other  state?  Or  that  it's  a 
leader  in  production  of  such  other  rela- 
tively mundane  agricultural  products  as 
maple  sy  rup,  sauerkraut,  wild  rice, 
rutabagas,  tobacco,  ginseng  root — and 
frozen  bull  semen? 

But  the  biggest  employer  is 
manufacturing 

In  spite  of  leadership  in  agriculture,  only 
about  1  in  18  Wisconsinites  is  employed 
in  farming.  But  1  in  4  works  in  manufac- 
turing. Wisconsin  manufacturers  lead 
the  nation  in  producing  a  surprising 
array  of  goods: 

Furniture  for  infants  and  children 

Paper  products 

Plumbing  products 

Aluminum  cooking  utensils 

Small  and  large  gasoline  engines 

(other  than  those  for  automobiles  and 

aircraft) 

Parts  and  accessories  for  engines 


Power  cranes,  draglines,  shovels  and 
parts 

Crushing,  pulverizing,  screening 

equipment 

Hoists 

Machinery  for  the  paper  industry 

Outboard  motors 

Garden  tractors  and  motor  tillers 

Industrial  controls 
The  state  is  also  a  leader  in  carbon  steel 
castings,  men's  shoes,  traveling  cranes, 
packing  and  packaging  machinery,  bor- 
ing machines,  telecommunications  and 
communications  equipment,  transporta- 
tion equipment,  instruments  and  arc 
welders — and  in  insurance  and  finance. 

Nine  profit  ingredients  for 
industry: 

Wisconsin's  forward  thrust  as  an  indus- 
trial power  is  solidly  based  on  eight  major 
benefits  to  business,  not  found  in  such 
abundance  and  combination  anywhere 
else.  Wisconsin  offers: 

1.  An  unusually  well-trained  and  moti- 
vated labor  force. 

2.  A  unique  public  education  system  that 
emphasizes  producing  industrial/tech- 
nical/managerial workers  to  fit  indus- 
try's own  requirements. 

3.  High  investment  in  R&D. 

4.  A  tax  structure  more  favorable  to  in- 
dustry than  that  in  most  other  states. 

5.  Abundant  natural  resources. 

6.  Ideal  central  location,  linked  to  the 
entire  world  by  an  unusually  wide 


range  of  competitive  transportation 
and  shipping  alternatives. 

7.  Very  favorable  building  and  operating 

costs. 

8.  The  most  attractive  lifesty  le  in  the 
nation,  for  both  management  and 
employees. 

9.  Communications 

Saving  $400  thousand  the  first  year 

Before  Addison  Machine  Engineering, 
Inc.,  an  Illinois-based  manufacturer, 
built  its  new  plant  in  Reedsburg,  Wiscon- 
sin, the  company  president  spent  three 
years  studying  alternatives.  Then  Addi- 
son built  a  relatively  small  (12,000  sq.  ft.) 
plant  in  Wisconsin — and  they've  been 
saving  money  ever  since. 

To  begin  with,  the  three-acre  plot  of 
land  they  needed  would  have  cost  Addi- 
son S195  thousand  in  Addison,  Illinois. 
But  in  Reedsburg,  Wisconsin,  it  cost  only 
53600.  Building  costs  in  Illinois  would 
have  been  S250  thousand;  in  Wisconsin 
they  came  to  only  $140  thousand.  And 
when  it  came  to  hiring  workers,  the  sav- 
ings continued.  In  Illinois  the  kind  of 
labor  Addison  requires  called  for  a  $7. 50 
per  hour  wage  scale;  in  Wisconsin  the 
rate  was  only  54. 50  per  direct  labor  hour. 
So  on  labor  alone,  Addison  saved  S78 
thousand  the  first  year  in  direct  labor 
costs.  (Incidentally — although  Addison 
Machine  Engineering  builds  dies  used  in 
rollforming  tube,  and  this  calls  for  some 
skilled  workers,  an  advertisement  for  15 
jobs  in  the  Reedsburg  area  brought  in  80 
applicants — among  them  diemakers 
with  20  years  of  experience!) 


Statewide  vocational  training  with  400 
i  thousand  students 

|"We  couldn't  possibly  find  the  high  level 
of  education  and  workmanship  in  a 
southern  state  that  we  have  here  in  Wis- 
consin", says  one  Milwaukee  employer. 
The  proportion  of  workers  with  a  high 
school  diploma  in  Wisconsin  is  74%. 
And  in  most  of  the  state  itself,  the  ratio 
is  still  higher. 

The  state  established  the  nation's  first 
system  of  vocational  and  adult  education 
back  in  1911.  Today  its  Board  of  Voca- 
tional, Technical  and  Adult  Education 
(VTAE)  is  directed  by  law  to  "equip  all 
the  state's  people  to  find  their  place  in 
the  competitive  labor  market  of  today." 
And  so  it  has.  In  1974-75  more  than  400 
thousand  students  were  enrolled  in  the 
system  statewide.  They  learned  every- 
thing from  machine  tool  operation,  data 
processing  machine  operations  and  fluid 
power  maintenance,  to  instrumentation 
technology  and  graduate  level  scientific 
and  managerial  techniques.  All  close  to 
home. 

Working  with  the  VTAE,  a  Wisconsin 
mployer  can  have  a  manpower  training 
plan  custom-designed  to  fit  his  specific 
needs,  with  training  available  in  the 
plant's  locale,  during  off-hours  or  on-job. 
Nearly  75  thousand  students  are  enrolled 
in  one-  and  two-year  vocational  diploma 
and  in  associate  degree  programs  at  about 
750  training  locations  located  strategi- 
cally throughout  the  state. 
One-sixth  of  the  state's  expenditures 
o  to  support  its  university  system,  which 


has  more  fhaii:£*3  thousand  students, 
and  ranks  fourth  "highest  in  the  nation 
academically. 

In  Wisconsin,  high  educational  attain- 
ment goes  right  along  with  high  industrial 
production.  In  the  heavily  industrial 
region  of  southeastern  Wisconsin,  1  in  9 
adults  has  completed  four  or  more  years 
of  college.  The  city  of  Milwaukee  spends 
$1400  a  year  per  pupil  on  education  — 
one  of  the  highest  municipal  investments 
in  the  nation.  So  the  Wisconsin  employer 
doesn't  have  to  teach  his  workers  to  read 
instructions;  in  fact,  he  probably  doesn't 
have  to  teach  them  how  to  read  the  most 
complicated  blueprints,  either. 

Higher  wages — but  lower  turnover  and 
fewer  work  stoppages 

Quality  never  comes  cheap.  The  average 
weekly  manufacturing  wage  in  Wiscon- 
sin is  about  $258,  compared  to  a  national 
average  of  slightly  over  $234.  However, 
Wisconsin's  rate  is  lower  than  the  aver- 
age in  other  northern  states.  And  it's  not 
hard  to  find  major  communities  around 
the  state  where  wage  rates  are  actually 
lower  than  the  national  average. 

Wisconsin  workers  are  more  heavily 
unionized  than  those  in  some  forty  other 
states,  but  the  proportion  of  unionized 
workers  is  even  higher  in  Wisconson's 
neighboring  states  of  Ohio,  Michigan, 
Indiana  and  Illinois. 

Unions  that  work  with  industry 

Since  Wisconsin's  unions  have  grown  up 
alongside  industry,  the  relationship  is 


generally  very  sophisticated.  In  Wiscon- 
sin, profits,  jobs,  and  the  good  life  all 
come  together  as  a  result  of  joint  efforts. 
(Indeed,  that's  key  to  the  Wisconsin 
Spirit.) 

Unions  worked  right  along  with  busi- 
nessmen in  1973  to  help  get  tax  cuts  and 
budgeting  benefits  that  Wisconsin  busi- 
ness enjoys  today.  Productivity  pacts 
with  unions  in  Milwaukee  stress  worker 
efficiency;  this  in  turn  helps  make  building 
costs  lower  than  in  many  other  areas  of 
the  nation. 

Wisconsin  has  a  record  for  low  work 
stoppages  in  recent  years.  Only  0. 12% 
of  Wisconsin  workers  were  involved  in 
work  stoppages  during  1976  vs.  2.88%  na- 
tionally. Job  turnover  is  also  low:  Among 
blue  collar  workers  in  Milwaukee  the 
turnover  is  just  3.6% — below  the  national 
average. 

Immigrants  brought  The  Spirit 

Many  Wisconsin  employers  give  a  major 
share  of  credit  for  the  productive  Wis- 
consin Spirit  among  workers  to  the 
state's  ethnic  mix.  "Immigration  pro- 
vided Wisconsin  with  the  special  skills 
that  developed  Wisconsin's  metal,  food 
processing,  agriculture,  paper  and  wood 
industries",  a  state  publication  remarks. 
"The  large  regional  markets  plus  a  com- 
mitment to  vocational  technical  train- 
ing have  fostered  industrial  growth." 
And  all  this  is  still  going  on  today. 

Once  Wisconsin  settlers  began  oc- 
cupying the  land  in  the  1830's  a  flow  of 
immigrants  from  northern  Europe  began 


in  earnest.  By  the  time  the  Territory  be- 
came a  state  in  184X  it  w  as  already  40% 
German,  with  settlers  from  the  British 
Isles  and  Poles  making  up  the  other  two 
largest  groups.  Hungarians,  Czechs, 
Yugoslavs  came  in  great  numbers.  The 
Swiss  i  who  first  arrived  in  1844)  set  up 
their  own  state  organization  to  encour- 
age others  back  in  the  Old  Country  to 
come  over. 

Black  settlers  had  been  in  Wisconsin 
since  Territorial  days.  Many  worked  in 
factories  at  Beloit,  and  an  NAACP 
Chapter  was  founded  in  Wisconsin 
in  1920. 

As  immigrants  fanned  out  across  the 
state  they  found  areas  that  reminded 
them  of  back  home.  There  they  settled 
in  ethnic  colonies,  and  revived  tradi- 
tional skills  of  their  homelands.  New 
Clams,  a  tow  n  of  15  hundred  south  of 
Madison,  calls  itself  "Little  Switzerland". 
Founded  in  1845  by  108  colonists  escap- 
ing depression  and  near-famine  in  Can- 
ton Glams,  Switzerland,  they  brought 
the  name  and  industry  of  their  old  home 
w  ith  them.  Other  Sw  iss  also  colonized 
the  rolling  countryside  around  New 
Glams,  and  played  a  key  role  in  develop- 
ment of  the  state's  dairy  industry. 

By  1850  half  of  all  the  Norwegians  in 
the  US  had  settled  in  Wisconsin.  Some 
traveled  all  the  way  across  to  the  Kicka- 
poo  River,  in  the  far  southw  estern  tip  of 
the  state.  There  they  fought  Indians,  mud, 
cold,  and  huge  rattlesnakes  as  they 
cleared  the  land.  (One  pioneer  woman 
killed  22  rattlers  averaging  6V2  feet  and 


"large  around  as  a  man's  arm"  in  a  single 
morning. )  These  early  Norwegians  w  ere 
". . .  a  devout  upright  class  of  people  and, 
because  of  their  inherent  honesty,  indus- 
try and  frugality,  they  soon  achieved  suc- 
cess." Today  their  descendents  are  still 
there.  And  so  are  the  same  upstanding  old- 
time  virtues. 

Wisconsin  is  still  a  Land  of  Promise  for 
people  from  all  over  the  world.  A  Fin- 
nish manufacturer,  Fiskar,  is  manufac- 
turing scissors  in  the  central  part  of  the 
state.  At  Lodi,  up  in  peas-and-eorn  coun- 
try the  Alkar  division  of  DFC  Interna- 
tional, is  turning  out  stainless  steel 
smokehouses.  In  seeking  an  American 
location  for  the  348  year  old  Kikkoman 
So\  Sauce  Compam  ,  the  Mogi  family 
chose  Walworth,  Wisconsin.  This 
seemed  a  hit  doubtful  in  the  beginning, 
even  to  the  company's  executive  vice 
president  and  general  manager,  Mr. 
Toyaji  Murai.  But  Mr.  Murai  has  now 
"caught  the  Wisconsin  Spirit."  Kikko- 
man moved  several  Japanese  families  to 
Wisconsin  to  establish  the  new  plant  for 
their  traditionally  Oriental  product.  Be- 
fore the}  arrived  they  had  no  idea  of  what 
they  might  expect  in  their  strange  new 
Wisconsin  home.  The)  w  ere  first  delighted 
with  the  countryside  itself — "No  pollu- 
tion'" \lr.  Murai  exclaims.  Then  they  were 
won  over  by  the  "w  annth  of  people  in  the 
niral  area  w  ho  w  elcomed  our  company 
and  our  Japanese  families,"  Mr.  Murai 
recalls.  "No  problems  at  all!  The  spirit 
is  very  good!" 


Making  immigrants  feel  at  home 

Wisconsin  was  the  first  state  in  the  Old 
Northwest  to  set  up  an  official  state 
agency  to  attract  European  immigrants, 
in  1852.  By  1890  there  w  ere  thirty-two 
members  of  foreign  birth  in  the  State 
Assembly,  and  Wisconsin  w  as  already  be 
coming  an  "un  -melting  pot"  of  industri- 
ous, skilled,  intelligent  workers  from  all 
ov  er  Europe.  They  loved  their  new  home- 
land then — and  their  descendents  still  do 
A  1970  University  of  Wisconsin  survey 
found  that  Wisconsin  is  still  40^  of 
German  origin;  the  other  two  major  na- 
tionality groups  are  now  Poles  and  Scan- 
dinavians With  great  appreciation  for 
learning,  and  for  the  old-fashioned  vir- 
tues of  hard  w  ork  and  honesty,  these 
hardy  descendents  of  hardy  immigrants 
provide  a  unique  labor  pool  for  industry 
throughout  Wisconsin.  As  Mr.  Murai,  of 
Kikkoman,  puts  it:  "People  here  are  hon- 
est . . .  steady  . . .  hard  workers." 

Where  people  want  to  learn — a  major 
investment  in  R&D 

The  future  of  any  business  today  depends 
on  R&D  and  it's  use.  So  Wisconsin  invest 
a  lot  in  R&D.  During  1970,  Wisconsin 
industries  spent  S225  million  for  R&D. 
The  University  of  Wisconsin  is  now  the 
national  leader  in  funds  budgeted  b\ 
universities  for  research  and  development 

The  University-Industry  Research 
Program  supports  study  in  main  indusrns 
related  fields,  including: 
—Study  and  assistance  regarding 

economic  problems,  business  man- 


agement,  statistics  and  marketing. 
Multi-discipline  studies  of  "non- 
classical"  materials  such  as  rubber, 
molten  plastics,  polymer  solutions, 
slurries  and  partes,  blood  and  synovial 
fluid,  muscle,  composites,  soils  and 
paints. 

! — Microbiologx  and  toxicology  related 

to  food  safety. 
—Wisconsin  water  problem  and  water 

pollution  abatement. 
— Interrelationship  of  the  physical  and 
biological  environments  and  their 
social,  economic  and  political  effects. 
— Research  concerned  with  utilization 
and  preservation  of  Great  Lakes 
marine  resources. 
1'he  University's  facilities  and  programs 
ilso  include  a  S5  million  biotron  which 
Implicates  various  environmental 
conditions  in  a  controlled  situation;  a 
wiysical  sciences  laboratory;  Nuclear  Re- 
ictorand  Nuclear  Materials  Laboratories; 
fusion  Technology  Program  for  study 
)f  tokamaks  and  laser  devices.  Other 
mique  R&D  facilities  and  programs  in- 
:lude  the  Institute  of  Paper  Chemistry, 
hich  conducts  research  into  paper- 
naking  and  chemistry;  and  the  US  Forest 
toducts  Li\h,  Madison,  w  hich  is  the 
vorld's  first  laboratory  for  adaptation  and 
vestigation  of  wood  and  wood  products. 

.  .also  one  of  America's  best  sources  for 
uturc  management 

is  a  source  of  future  brainpower  for 
msincss  and  industry,  the  University  of 


Wisconsin  is  also  exceptional.  It  pro- 
duces 3. \7<  of  all  PhD's  in  the  United 
States  in  the  sciences  and  engineering 
fields,  and  ranks  fourth  in  the  nation  as 
the  school  of  choice  among  National 
Science  Foundation  Fellows.  But  the 
University  is  not  all  science:  It's  also 
among  the  ten  top  universities  in  the  na- 
tion for  providing  business  executives! 

Wisconsin  says  welcome — 
by  cutting  business  taxes 

A  few  years  back  businessmen  com- 
plained about  taxes  in  Wisconsin. The 
new  business  tax  cuts  passed  with 
combined  urging  of  both  business 
and  labor  brought  a  tremendous  im- 
provement in  the  state's  corporate  tax 
climate  for  manufacturers  and 
processors.  Nine  significant  reduc- 
tions in  the  state's  tax  structure  are: 
— No  property  taxes  on  manufacturing 
machinery  and  equipment  used  in 
production. 
— Forgiveness  of  property  taxes  on  in- 
ventories. All  tax  on  inventories  will 
be  phased  out  by  1981,  when  all  inven- 
tories (line  A  stocks)  will  become 
exempt. 

— No  property  taxes  on  waste  treatment 
equipment. 

— Reduction  of  general  property  taxes 
through  General  Property  Tax  Relief. 

—  Income  tax  credit  for  sales  taxes  paid 
on  fuel  and  electricity  used  in  man- 
ufacturing and  occupational  taxes  paid 
on  coal  docks  and  grain  elevators. 


— Deduction  of  state  income  tax  pay- 
ments, including  declaration  pay- 
ments, in  determining  liability  for  the 
following  year. 

— Reduction  of  corporate  income  tax 
liability  through  double  weighting 
sales  in  the  apportionment  formula. 

— Elimination  of  sales  tax  on  waste 
treatment  equipment,  materials  used 
in  real  property  constmction  and  re- 
pair, or  machinery  and  equipment. 

— Use  of  federal  accelerated  depreciation. 

Major  tax  rates  below  other  states. 

With  a  corporate  tax  rate  of  7.9%  (on 
apportioned  income  of  S6  thousand  or 
more);  sales  tax  of  4.0%;  and  property  tax 
of  $23. 12/thousand  (state  average  effec- 
tive real  estate  full  value),  Wisconsin 
taxes  rank  among  the  lowest  among  in- 
dustrial states  in  both  north  and  south. 
In  addition,  Wisconsin's  workmen's 
compensation  rates  are  substantially 
below  those  in  other  states.  It's  interest- 
ing to  see  how  the  state  treats  manufac- 
turers of  machinery.  Wisconsin  offers 
employers  in  the  industry  a  tax  package 
far  less  costly  than  those  in  other  states, 
both  north  and  south. 

Helping  to  raise  the  roof 

At  a  time  when  southern  communities 
are  actually  rejecting  northern  com- 
panies who  want  to  establish  plants, 
Wisconsin  offers  lower  taxes,  a  highly 


ill  I 


trained  work  force — and  allows 
municipalities  to  issue  tax  exempt  revenue 
bonds  to  help  finance  capital  expansion 
in  manufacturing  and  processing  plants. 

"When  we  wanted  to  build  our  44- 
thousand  sq.  ft.  plant  in  St.  Croix  Falls, 
we  got  a  reception  that  was  just  out- 
standing," Robe  rt  Kaul,  of  Kroy  Indus- 
tries, recalls.  "  They  provided  us  with 
space  on  a  temporary  basis.  Then  they 
helped  us  find  land.  And  because  we 
sprinkler  all  our  plants,  the  city  worked 
very  hard  to  bring  in  sprinkler  water  to 
support  our  system.  They  worked  with 
the  federal  government  to  accomplish 
that.  And — we  were  able  to  use  an  in- 
dustrial revenue  bond  issue  to  finance 
building!" 

Now  that'a  the  Wisconsin  Spirit. 

Full  utilization  of  natural  resources — 
with  conservation  to  extend  them 

Wisconsin  was  shaped  by  a  million  grind- 
ing glacial  years.  The  ice  left  a  land  rich 
in  minerals,  with  over  10  thousand  lakes, 
almost  9  thousand  miles  of  trout  stream 
and  15  million  acres  of  timberland. 

Wisconsin  learned  to  make  full  use  of 
these  natural  resources  without  a  ruinous 
depletion  of  them. 

For  example:  In  early  years,  about  half 
of  the  state's  electric  power  could  come 
from  hvdroelectric  plants.  As  demand 
grew,  this  fell  off  to  only  9%  by  the  1930's 
and  coal-fired  steam  took  over.  In  the 
1960  s  Wisconsin  became  one  of  the  first 
states  in  the  nation  to  develop  nuclear 


power  facilities.  Now  maximum  nuclear 
utilization  is  a  prospect  for  the  near  fu- 
ture. At  present  36%  of  all  electric  power 
comes  from  this  source. 

A  surplus  of  timber 
The  pulp  and  paper  industry  owns  only 
about  7. 2%  of  Wisconsin's  14.5  million 
acres  of  timberland.  But  cooperation  be- 
tween industry  and  state  has  encouraged 
growth  of  the  industry  and  its  use  of  tim- 
ber. As  the  nation's  number  one  paper- 
making  state,  Wisconsin  chews  up  a  huge 
quantity  of  timber  every  year.  Back 
around  the  turn  of  the  century  it  seemed 
the  land  must  eventually  become  de- 
forested. Then  industry  launched  a  con- 
servation program,  planting  over  138 
million  seedlings  to  replace  what  it  takes 
out.  And  now,  Wisconsin's  pulp  and  paper 
industry  spends  about  $34  million  a  year 
for  environmental  protection — an  aver- 
age of  $7.39  for  each  man,  woman  and 
child  in  the  state. 

MACHINERY  MANUFACTURER 
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Meanwhile,  state  University  rural 


sociologists  went  into  the  original  Cut- 
over  Area  in  the  north,  and  developed 
ways  to  achieve  "agricultural  re-orienta- 
tion" of  the  land.  Where  this  wasn't  pos- 
sible, land  was  "reconditioned"  for 
recreational  use.  Today  this  region  in 
northern  Wisconsin  draws  hundreds  of 
thousands  of  tourists  every  year.  (Some 
local  auto  bumpers  even  carry  a  forth- 
right sticker  reading  "Help  Keep  Wiscon- 
sin Green:  Bring  Money!") 

Wisconsin's  hard  and  softwoods  sup- 
port not  only  the  state's  manufacturers 
of  paper  and  allied  products,  but  also 
lumber  and  wood  products  including 
furniture.  Yet  the  state  now  enjoys  a  sur-  j 
plus  in  both  commercial  softwoods  and 
hardwoods.  Even  so,  study  still  goes  for- 
ward in  both  private  and  public  sectors  to 
create  improved  forest  management  pro* 
grams  and  more  efficient  use  of  the  state' 
woods  resources. 

Huge  new  ore  discoveries 

As  glacial  age  ice  retreated,  it  left  the 
northern  half  of  Wisconsin  blanketed 
with  rock  hundreds  of  feet  thick.  This 
made  prospecting  for  minerals  difficult 
and  expensive.  But  in  the  1%0's  geolo- 
gists found  ways  to  scan  the  surface  for 
mineral  deposits  from  low-flying  air- 
planes, using  electro-magnetic  detectioni 
equipment.  A  whole  new  era  of  mineral 
exploration  and  utilization  opened  up. 

By  the  late  1960's  a  lode  of  untapped 
copper  ore  had  been  found  in  the  north  1 
central  part  of  the  state.  And  a  1975  dis- 
covery of  a  vast  zinc-copper  deposit  is 
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now  believed  to  be  one  the  ten  largest 

■  ever  found  in  North  America. 

Will  this  new  mineral  wealth  threaten 

I  the  ecology  of  Wisconsin  even  while  it 

i  promises  to  enrich  industry?  Not  while 
the  Wisconsin  Spirit  operates.  The  gen- 

i  eral  manager  of  the  company  that  made 

i  the  discovery  says:  "Any  time  you  de- 
velop a  natural  resource,  there's  environ- 
mental disturbance.  But  we  think  we've 
demonstrated  that  industrial  develop- 
ment and  environmental  protection  can 

I  go  hand-in-hand." 

Taconite  and  zinc  are  already  mined 

tin  the  state,  which  ranks  tenth  nationally 
in  zinc  production.  There  are  also  abun- 
dant stone,  clay  and  sand  resources. 
Considerable  exploration  continues  in 
the  state  for  zinc,  copper,  uranium,  vana- 
dium and  other  resources.  It's  hoped  that 
new  finds  will  be  mined  during  the  early 
J980's.  As  one  local  newspaper  specu- 
lates: "Mining  may  be  the  state's  fastest- 

| growing  industry." 

iDirect  shipping  to  the  world 
iMost  of  the  companies  which  have  relo- 
cated or  expanded  in  Wisconsin  had 
shipping  convenience  in  mind.  "We  sell 
bur  product  all  over  the  United  States", 
hays  Kikkoman's  Toyaji  Murai.  "Central 
jarea  and  convenient  transportation 
'dare  very  important.  We  find  these  in 
(Wisconsin." 

But  not  everyone  realizes,  even  yet, 
hat  Wisconsin  is  at  the  very  hub  of  the 
[richest  industrial  nation  in  the  world. 
!  'It's  within  a  five  hundred  mile  radius  of 


states  containing  over  half  the  nation's 
personal  income — $672  billion.  To 
supplement  this  natural  geographic  ad- 
vantage, Wisconsin  adds  a  potent  com- 
bination of  competitive  transportation 
alternatives  that  give  business  in  cities 
and  small  towns  direct  access  to  the  rest 
of  the  nation,  and  to  the  whole  world. 

18  ports — 7  for  ocean  shipping 

Where  else  could  you  find  major  ocean 
shipping  ports  a  full  thousand  miles  from 
the  nearest  ocean?  Wisconsin  has  them. 
It  also  has  major  shipbuilding  finus  that 
turn  out  everything  from  international 
racing  yachts  to  submarines,  ocean 
freighters,  and  thousand-foot-long  lake 
freighters.  All  within  sight  of  dairy  farms 
and  apple  orchards! 

Bounded  on  two  sides  by  the  Great 
Lakes  and  on  one  by  the  Mississippi 
River,  Wisconsin  has  many  competitive 
water  shipping  alternatives  for  industry. 
The  state  has  18  port  cities,  14  of  them 
along  the  Great  Lakes.  Seven  of  these 
handle  heavy  St.  Lawrence  Seaway  traf- 
fic, and  this  furnishes  very  substantial 
savings  in  packaging  costs,  plus  better 
control  over  shipments  between  plant 
and  vessel  than  manufacturers  and 
processors  enjoy  in  other  parts  of  the  na- 
tion. (Some  Wisconsin  exporters  increase 
their  overseas  sales  by  passing  these 
savings  on  to  the  buyer. ) 

Milwaukee  has  a  natural  harbor  that 
gives  shippers  direct  access  to  the  St. 
Lawrence  Seaway  (and  more  than  a 


hundred  foreign  ports)  plus  some  200 
inland  cities  in  20  states,  via  barge. 

On  the  western  edge  of  the  state,  Wis- 
consin's four  major  Mississippi  River 
harbors  have  the  advantage  of  a  govern- 
ment-maintained river  channel  up  to 
400  ft.  wide,  with  nine-foot  channel.  In 
1976  barges  moved  over  17. 5  million  tons 
of  cargo  up  and  down  river  from  in  and 
around  these  harbors. 

Europe  is  just  Vi  hour  farther  from  Wis- 
consin by  air  than  from  New  York 

With  Today's  intercontinental  air  cargo 
planes,  the  shipper  in  Wisconsin  is  over 
a  thousand  miles  closer  to  Europe  than 
either  Los  Angeles  or  New  Orleans; 
about  five  hundred  miles  closer  to  Tokyo 
than  he'd  be  in  New  York  or  New  Or- 
leans; and  only  half  an  hour  further  from 
northern  European  cities  than  he'd  be  in 
New  York. 

Eight  of  Wisconsin's  eighteen  port 
cities  have  regularly  scheduled  airline 
passenger  service.  Nineteen  cities  around 
the  state  have  scheduled  air  service  and 
air  cargo  service.  And  with  94  publicly 
owned  airports,  some  in  even  the  re- 
motest corners  of  the  state,  about  900 
Wisconsin  businesses  also  operate  their 
own  executive  aircraft. 

In  addition,  most  of  Wisconsin's  in- 
dustrial corridor  is  within  easy  access  of 
Chicago's  O'Hare  Airport,  the  largest 
air  service  center  in  the  midwest,  with 
direct  international  flights  to  all  parts  of 
the  world. 


Railroads  feed  port  cities 

Wisconsin  has  almost  6  thousand  miles 
of  railroad  right-of-way  in  operation. 
This  highly  competitive  rail  system  links 
the  state's  great  lumbering  area  in  the 
northw  est,  the  fertile  agricultural  areas 
in  central  and  southeastern  Wisconsin, 
and  the  eastern  manufacturing  corridor. 

Seven  railroads  connect  the  18  port 
cities  of  Wisconsin  with  lines  that  fan  out 
to  the  west  through  direct  haul  or  inter- 
change. And  the  growth  of  Great  Lakes 
overseas  trade  has  made  possible  special 
export-import  rail  rates  that  improve  even 
further  the  competitive  shipping  position 
of  Wisconsin  port  cities. 

A  pioneer  in  the  Interstate 
Highway  System 

Direct  w  ater,  air  and  rail  transportation 
to  the  world  is  great — but  what  makes  it 
work?  Highways.  Wisconsin  has  em — 
over  12  thousand  miles  of  State  Trunk 
Highways;  569  miles  of  Interstate  Sys- 
tem; plus  an  additional  14  hundred  miles 
now  being  upgraded  to  freeway  standards. 
The  emphasis  is  on  developing  superb 
farm-to-market  roads  that  assure  year- 
round  service  to  even  the  most  remote 
farms  and  factories  throughout  the  state. 

Wisconsin  was  one  of  the  first  states  to 
recognize  the  importance  of  Interstate 
Highways  for  movement  of  people  and 
goods.  It  was  one  of  the  first  two  states  in 
the  nation  w  ith  all  of  its  original  Inter- 
state mileage  either  finished  or  in  some 
stage  of  construction  or  design. 


"You  can  hardly  find  a  dirt  road!" 

Nearly  100  common  carrier  trucklines 
carry  freight  to  and  from  Wisconsin  port 
cities.  And  the  state  sees  to  it  that  the 
roads  are  open  and  well-maintained.  Al- 
together, Wisconsin  spends  nearly  $310 
million  a  year  on  its  highway  system — 
over  $28  thousand  a  mile.  In  addition, 
as  much  as  $50  million  in  Federal  aids 
for  highways  is  apportioned  in  the  state 
annually. 

Businessmen  who  relocate  in  Wis- 
consin can't  get  over  the  way  the  state 
maintains  its  roads.  Says  former  Illinois 
resident  Ben  Sherwood:  "Wisconsin's 
roads  are  tremendous — even  in  the 
wintertime."  Asked  what  he  likes  about 
the  roads  specifically,  he  adds:  "The 
condition  of  highways  and  secondary 
roads.  All  hard  surface!  It's  hard  to  find  a 
gravel  or  dirt  road  up  here." 

Even  competitors  rate  Wisconsin  tops 
for  beauty  and  quality  of  living 

Management's  biggest  problem  in  mov- 
ing to  another  state  isn't  apt  to  be  mov- 
ing equipment  or  machinery.  It's  moving 
people.  Fortunately  this  is  far  less  apt  to 
be  a  problem  w  hen  the  family  moves  to 
Wisconsin. 

In  a  1975  study  of  quality  of  life  in 
cities  across  the  nation,  an  independent 
research  firm  found  the  quality  of  life  ex- 
ceptionally high  in  Wisconsin  cities.  The 
study  weighed  various  "quality  -of-life  in- 
dicators", including  municipal  services, 
educational  opportunity,  and  availability 


of  recreation  and  entertainment.  Mil- 
waukee, Appleton,  Oshkosh,  Madison, 
Superior,  La  Crosse  and  Green  Bay  all 
ranked  among  the  very  top  cities  in  the 
nation  in  their  size  categories. 
An  unusually  healthy  economy . . . 
Wisconsin's  healthy  economy  has  a  lot 
to  do  w  ith  its  high  quality  of  living.  The 
state  moved  into  1978  w  ith  a  rate  of  un- 
employment below  that  in  the  rest  of  the 
nation,  and  with  Wisconsin  labor  aver- 
aging 41  hours  a  work  week,  compared  to 
the  national  average  of  less  than  40  hoursi 

Wisconsin  people  do  pay  higher  per- 
sonal taxes  than  the  national  average; 
you  hear  some  "griping"  about  that. 
They  pav  an  average  $140  in  state  and 
local  taxes  per  $1,000  earned.  (This  is  SI 5 
more  than  the  national  aveiage  of  $125.) 
But  they  get  their  money's  worth  in  ser- 
vices. The  state  spends  more  than  the 
national  median  average  among  all  states 
for:  Education,  highways,  public  welfare 
and  health,  police  and  fire  protection, 
sewage  and  sanitation,  and  local  parks 
and  recreation. 

. .  .and  a  thrifty  state  government 

Even  w  hile  it  invests  in  human  resources 
and  cuts  business  taxes,  Wisconsin's  state 
government  runs  a  "tight  ship"  in  tenns 
of  its  own  operation.  The  state  ranks  35th 
from  the  top  in  state  and  local  long-term 
debt  per  capita;  in  number  of  state  em- 
ployees per  10,000  population  it  ranks  wa 
down  in  44th  place. 

With  a  long  tradition  of  citizen  par- 
ticipation in  government  the  state  is  al- 


most  unique  for  its  freedom  from  scandal 
in  public  offices.  Wisconsin  citizens 
show  their  interest  in  what's  going  on  by 
voting:  In  every  Presidential  election 
since  1960,  Wisconsin's  rate  of  voter  par- 
ticipation has  exceeded  the  national 
average. 

At  a  time  when  spreading  crime  is  a 
national  concern,  Wisconsin  residents 
and  businesses  have  less  to  fear  from  it 
than  most.  Wisconsin  is  below  the  na- 
tional average  in  every  single  category 
of  crime,  from  murder  to  larceny  and 
motor  vehicle  theft.  (And  far  below  such 
Sun  Belt  states  as  California,  Texas, 
Florida  and  Arizona. ) 

I  It's  so  beautiful  in  Wisconsin  that  70% 
of  visitors  return 

!  It  may  be  hard  to  imagine  a  single  state 
with  over  20  thousand  miles  of  rivers;  84 
hundred  miles  of  trout  streams;  10  thou- 
sand lakes;  six  National  or  State  Wild 
and  Scenic  Rivers;  61  canoeing  streams 
(many  over  100  miles  long);  1500  swim- 
lming  areas;  and  over  5.3  million  acres  of 
:  public  land  devoted  to  recreation.  But 
Wisconsin  has  all  this — and  more. 

Wisconsin  waters  are  full  of  fish:  Bass, 
i  perch,  panfish,  walleye,  trout,  northern 
pike,  salmon,  muskellunge,  even  the 
[mighty  sturgeon.  Fishing  goes  on  year 
round — even  at  -30° — which  may  be 
one  reason  why  Wisconsinites  consume 
more  brandy  per  capita  than  people  in 
|any  other  state! 

5.8  million  acres  of  land  in  Wisconsin 
'are  open  for  hunting.  And  the  state  has 


more  miles  of  bike  trails  than  any  other 
— 2245  miles  of  trails,  including  a  magni- 
ficent 300-mile-long  Wisconsin  Bikeway 
extending  from  La  Crosse  on  the  west- 
ern edge  of  the  state  clear  across  to 
Kenosha  on  the  east.  The  state  was  the 
first  in  the  nation  to  utilize  abandoned 
railway  roadbeds  as  public  bike  trails. 
It  maintains  231  miles  of  these  through 
some  of  the  state's  most  historic  areas. 

But  what  happens  in  Wisconsin  when 
the  snows  come?  People  leave  the  341 
golf  courses  to  ski — in  62  separate  ski  hill 
areas,  and  92  cross-country  ski  areas  with 
1037  miles  of  marked  trails.  They  also 
roar  out  over  the  Christmas-card  coun- 
tryside on  snowmobiles.  At  last  count 
there  were  4976  miles  of  officially  desig- 
nated snowmobile  trails  in  Wisconsin.  In 
small  towns  and  villages  (where  town 
roads  bear  "SNOWMOBILE  CROSS- 
ING" warning  signs)  you  can  frequently 
tell  who's  having  company  by  the 
number  of  snowmobiles  parked  in  the 
front  yard. 

"  The  greatest  natural  beauty" 

A  survey  of  vacation  visitors  from  Michi- 
gan, Minnesota,  Illinois,  Nebraska  and 
Canada  during  1977  asked  tourists  to 
compare  Wisconsin  with  other  states 
around  it.  Wisconsin  came  out  on  top 
for  "greatest  natural  beauty";  "most  con- 
venient highway  system";  "nicest  way- 
sides"; "biggest  variety  of  cultural  and 
historical  locations";  "most  fairs,  exposi- 
tions, etc.";  and  "most  information/liter- 
ature for  vacationers." 


This  last  item  was  no  accident.  With 
such  magnificent  scenery  all  around, 
Wisconsin's  Division  of  Tourism  natu- 
rally goes  all-out  to  attract  visitors.  The 
results  are  spectacular:  Wisconsin's 
Tourism  industry  ranks  with  Manufac- 
turing and  Agriculture  as  the  three  most 
important  components  in  the  state's 
economy. 

It  generated  over  $4.2  billion  in  gross 
sales  during  1976,  up  14.4%  over  the  year 
before.  During  1970-1975  the  industry- 
added  over  26  thousand  new  jobs  to  the 
state's  economy. 

Although  Wisconsin  is  surrounded  by 
states  renowned  for  natural  beauty,  92% 
of  its  visitors  come  from  within  a  450 
mile  radius;  54%  of  the  visitors  are  from 
Illinois.  And  7  in  10  are  return  visitors.  All 
this  is  a  real  matter  of  pride  for  Wiscon- 
sin folks.  After  all,  it's  good  to  know  your 
family  lives  in  the  best  place  around. 

The  Wisconsin  Spirit 

This  is  really  what  the  Wisconsin  Spirit 
comes  down  to:  Pride.  Pride  in  your  land. 
Pride  in  yourself.  Pride  in  the  people  who 
came  before  you,  and  for  the  people  on 
the  way.  And  most  of  all — pride  in  a  job 
well  done. 


WE  INVITE  YOU... 

We  invite  you  to  learn  more  about  Wisconsin  as  the  place  to  do  business, 
vacation  and  live.  You'll  sense  immediately  the  tempo  and  temper— the 
abounding  spirit  we've  been  talking  about. 

For  more  information,  write  to  Office  of  the  Governor.  State  Capitol.  Madison. 
Wisconsin  53702:  or  Wisconsin  Department  of  Business  Development. 
Suite  650F.  123  W.  Washington  Ave..  Madison.  Wisconsin  53702. 

These  Wisconsin  Firms  Exemplify  the 
Wisconsin  Spirit.  Their  financial  con- 
tribution in  the  interest  of  the  common 
good  has  made  this  report  possible. 


AHen-Bradlev  Companv 

1201  South  Second  Street 

Milwaukee,  Wisconsin  53204 

I.  Andrew  Rader,  Chairman  of  the  Board, 

Chief  Executive  Officer 

J I  Case  Companv 

700  State  Street 

Racine,  Wisconsin  53404 

Thomas  J.  Guendel,  President, 

Chief  Executive  Officer 

Fort  Howard  Paper  Companv 

P.O.  Box  no 

Green  Bay,  Wisconsin  54305 

Paul  J.  Schierl,  President, 

Chief  Executive  Officer 

General  Telephone  Company  of  Wisconsin 

100  Communications  Drive 
Sun  Prairie,  Wisconsin  53590 
Walter  E.  Carroll, 
President 

Jockev  International,  Inc. 

2300-60th  Street 

Kenosha,  Wisconsin  53140 

Harry  H.  Wolf,  Jr.,  Chairman  of  the  Board, 

Chief  Financial  Officer 


Johnson  Controls,  Inc. 

507  East  Michigan  Street 

Milwaukee,  Wisconsin  53201 

F.  L.  Brengel,  President, 

Chief  Executive  Officer 

Kohler  Company 

Kohler,  Wisconsin  53044 

Herbert  V.  Kohler,  Jr., 

Chairman  of  the  Board,  President 

Miller  Brew  ing  Companv 

3939  West  Highland  Blvd.' 

Milwaukee,  Wisconsin  53208 

John  A.  Murphy,  President, 

Chief  Executive  Officer 

NN  Corporation 

731  North  Jackson  Street 

Milwaukee,  Wisconsin  53201 

William  M.  Beny,  Chairman  of  the  Board, 

President 

Pabst  Brew  ing  Company 

917  West  Juneau  Avenue 
Milwaukee,  Wisconsin  53201 
Frank  C.  DeGuire,  President, 
Chief  Executive  Officer 


Joseph  Schlitz  Brew  ing  Company 

235  West  Galena  Street 

Milwaukee,  Wisconsin  53201 

Daniel  F.  McKeithan,  Jr.,  Chairman  of 

Chief  Executive  Officer 

Wisconsin  Electric  Pow  er  Company 

231  West  Michigan  Street 

Milwaukee,  Wisconsin  53201 

Charles  S.  McNeer,  President, 

Chief  Executive  Officer 

Wisconsin  Telephone  Company 

722  North  Broadway 

Milwaukee,  Wisconsin  53202 

Gustave  H.  Moede,  Jr.,  President 


Spread-Eagle  Champ 

How  do  you  turn  a  nuclear  bomb  detonating  business  into  a  spread  of 
profitable  operations?  Look  how  EG&G's  O'Keefe  went  about  it. 


By  ROBERT  J.  FLAHERTY 

"How  can  i  take  advantage  of  it?"  By 
continually  asking  that  question,  Ber- 
nard O'Keefe  has  made  EG&G  of 
Wellesley,  Mass.  one  of  the  world's  most 
successful  high-technology  firms. 
EG&G's  sales  and  earnings  have  been 
compounding  annually  during  the 
1970s  by  over  20%,  last  year 
reaching  $13.1  million  ($1.66  per 
share)  on  sales  of  $376  million. 
The  company  is  so  liquid  that  last 
month  it  was  able  to  accept  1.5 
million  of  its  7.8  million  shares 
outstanding  proffered  in  a  tender 
offer,  at  a  cost  of  $30  million. 

EG&G's  management  style  has 
the  planfulness  characteristic  of 
those  companies — Teledyne,  Tex- 
as Instruments  and  Hewlett-Pack- 
ard are  others — run  by  scientific 
and  technical  people.  Its  unique- 
ness comes  from  its  nuclear  bomb 
detonation  base  and  O'Keefe's  de- 
cisions about  what  to  do  with  the 
skills  so  acquired. 

EG&G  was  founded  in  1947 
when  the  government  asked  three 
now-retired  Massachusetts  Insti- 
tute of  Technology  scientists — Dr. 
Harold  Edgerton,  Kenneth  Ger- 
meshausen  and  Herbert  Grier — to 
incorporate  and  continue  their 
World  War  II  work  in  detonating 
nuclear  bombs,  plus  monitoring 
and  measuring  the  results. 
O'Keefe,  a  Georgetown-educated 
engineer,  had  first  entered  the 
picture  when  he  was  sent  by  the 
Navy  to  the  Manhattan  Project  to 

help  create  the  first  atomic  bomb.   

At  an  early  meeting,  when  a  nu- 
clear bomb  failed  to  detonate,  O'Keefe 
flipped  coins  with  Grier  over  which  one 
would  climb  the  300-foot  tower  on  the 
Nevada  test  site.  O'Keefe  lost. 

In  1947,  impressed  by  O'Keefe's  cool, 
calculating  administrative  competence, 
the  eggheads  recruited  him,  soon  mak- 
ing him  executive  vice  president  and 
then,  in  1965,  president.  But  until  the 
single  loss  year  of  1969— "the  best  thing 
that  could  have  happened  long  run,"  he 
says — he  could  not  install  his  controls 
system  and  especially  his  fail-safe  way  of 


dealing  with  business  failures. 

"Present  and  future,"  says  O'Keefe, 
"business  faces  a  negative  climate" — 
from  unpredictable  shifts  in  government 
policy  to  inflation,  environmentalism 
and  consumerism.  "That's  the  world  we 
have  to  live  in,"  he  goes  on,  "so  you 
don't  have  to  be  very  smart  to  know  you 


EG&G's  O'Keefe:  "One  of  the  tricks  of  runni 
edge-of-technology  company  is  knowing  when 
out  as  well  as  when  to  get  in." 


must  diversify."  In  doing  so,  O'Keefe 
controls  EG&G  by  splitting  all  its  prod- 
ucts or  services  into  150  "business  ele- 
ments" that  are  tracked  separately  as 
though  they  were  profit  centers. 

Thus  in  control,  O'Keefe  insists  on 
keeping  expansion  within  limits.  "Once 
you  get  over  20%  to  25%  growth  a  year, 
you  lose  control  of  operations.  You're 
doubling  every  three  years,  and  that 
means  half  your  people  have  been  with 
you  a  year  and  a  half.  We  base  our 
business  on  growing  a  minimum  of  15%  a 


year  with  a  15%  return  on  equity.  If 
we're  not  going  to  make  the  15%,  we 
play  fairly  cautiously.  When  we  are  able 
to  exceed  it,  we  accelerate  risk 
investments." 

O'Keefe  encourages  acquisitions  by 
making  EG&G  a  haven  for  entrepre- 
neurs. "The  entrepreneur  of  a  small 
business  in  the  U.S.  is  in  trouble. 
His  risk-reward  ratio  has  just  gone 
crazy.  It  costs  a  $2-million  com- 
pany almost  as  much  to  set  up  a 
pension  plan  as  it  does  us.  Add  the 
Occupational  Safety  &  Health  Ad- 
ministration, and  many  just  can't 
stand  it." 

So  O'Keefe  pictures  EG&G  as  a 
happy  home:  "Our  senior  manage- 
ment also  started  from  scratch. 
We  used  to  cut  wires  and  sweep 
floors  and  wash  windows  and  set 
up  for  our  first  jobs.  So  compared 
with  most  companies  our  size,  we 
have  a  rapport  with  the  entrepre- 
neur who  can't  go  it  alone." 

A  surprising  600  to  700  come  to 
EG&G  yearly,  but  O'Keefe  is  cau- 
tious: He  says  he  doesn't  take  any 
in  until  after  a  year  of  study,  and 
then  only  those  growing  20%  to 
30%  a  year.  Only  three,  with  com- 
bined sales  of  $24  million,  made  it 
in  1977.  One  makes  devices  for 
detecting  uranium  deposits  from 
the  air;  another  makes  micro- 
processor control  instruments;  and 
the  third  is  Princeton  Applied  Re- 
search Laboratories. 

O'Keefe's  recipe  for  technologi- 
cal leadership  is  to  keep  three 
huge  government  contracts  with 
low  fees  but  hardly  any  invest- 
ment: "These  cash  cows  just  float 
the  cash  in  and  help  finance  our  external 
growth.  Besides,  they  provide  EG&G 
with  access  to  over  $20  million  in  the 
latest  government  research." 

This  research  can  often  result  in  prod- 
ucts. For  example,  EG&G's  work  in  det- 
onating nuclear  bombs  led  to  compo- 
nents in  the  cameras  on  the  spacecraft 
that  recently  landed  on  and  photo- 
graphed Mars.  Part  of  its  second  big 
contract  is  running  the  government's  So- 
lar Total  Energy  System  Test  Facility  in 
New  Mexico.  His  third  big  contract  is 


ng  an 
to  get 
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running  the  government's  prime  labora- 
tory' for  nuclear  power  plant  reactor  safe- 
ty, the  Idaho  National  Engineering  Lab. 

"We  keep  these  three  contracts  very 
separate,"  says  O'Keefe.  "I  run  all  three 
myself,  where  all  the  other  EG&G  busi- 
nesses report  to  the  executive  vice  presi- 
dent. We're  keeping  up  with  the  latest 
technology.  For  example,  after  only  a 
year  running  INEL,  we're  probably  the 
most  knowledgeable  people  on  nuclear 
plant  cooling  systems  in  the  world.  Do 
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". . .  'We're  probably  the  most 
knowledgeable  people  on  nu- 
clear power  plant  cooling  sys- 
tems in  the  world' . . ." 

you  realize  it  cost  us  nothing?" 

But  since  exploiting  such  know-how 
involves  above-average  risk,  O'Keefe's 
strategy  is  to  enter  only  specialized  non- 
consumer  markets  where  EG&G  can  be 
either  the  leader  or  the  performance 
competitor:  "the  guy  who  might  be  num- 
ber two  or  three  but  who  gives  a  little 
more  performance  and  gets  a  little  high- 
er price  than  the  guy  who  wants  market 
share.  We're  the  leader  or  the  perfor- 
mance competitor  in  80%  of  our  business 
and  me-too  in  about  20%.  The  reason  we 
must  me-too  is  to  fill  out  a  product  line 
for  our  salesmen." 

EG&G's  supply  of  potential  business 
elements  seems  inexhaustible,  but  two 
could  have  explosive  growth.  One,  from 
managing  the  Idaho  Falls  project,  is  a 
new  approach  to  hydroelectric  power. 
Most  U.S.  hydro  facilities  involve  high 
dams  where  the  water  falls  vertically 
through  a  turbine.  But  where  there  is 
not  enough  headwater,  the  Europeans 
have  long  used  "bulb  turbines"  that  go 
right  in  the  stream  and  produce  small 
amounts  of  electric  power  from  slow  wa- 
ters by  tapping  many  low-power  sources. 
There's  nobody  in  the  U.S.  that  makes 
these,"  says  O'Keefe,  "and  there  may  be 
a  potential  for  over  1.000  of  them.  " 

A  second  prospect  is  the  use  of 
EG&G's  flash  tubes  to  stimulate  laser 
isotope  separation.  Some  elements — an 
example  is  uranium  235  and  238 — come 
in  different  atomic  weights,  called  iso- 
topes. Because  the  isotopes  are  chemi- 
cally identical,  they  cannot  be  separated 
by  chemical  means,  but  only  by  expen- 
sive physical  processes  like  centrifuging 
or  diffusion.  "If  laser  separation  turns  out 
to  be  economically  feasible,"  says 
O'Keefe,  "it  could  mean  a  cheap  and 
inexhaustible  supply  of  uranium.  And  if 
it  works  for  uranium,  there's  no  reason  it 
can't  work  for  carbon.  It  could  open  up  a 
whole  new  chemical  industry." 

That,  of  course,  is  the  fun  part  of 
EG&G.  The  hard  part  is  shutting  down  a 
venture  that  has  for  some  reason  lost  its 
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promise.  As  O'Keefe  puts  it,  "One  of  the 
tricks  of  running  an  edge-of-technology 
company  is  knowing  when  to  get  out  as 
well  as  when  to  get  in." 

He's  not  just  philosophizing.  In  the 
loss  year  of  1969  he  divested  or  shut  six 
of  EG&G's  20  business  areas.  In  the 
early  Seventies  he  quit  the  promising 
retail  credit  card  verification  field  be- 
cause he  figured  EG&G's  technology 
had  suddenly  been  obsoleted.  Last  year 
he  also  axed  one  of  yesteryear's  biggest 
potential  winners,  CER  Geonuclear, 
which  proposed  using  nuclear  explosives 
to  free  up  natural  gas  and  perform  mam- 
moth earth-moving  feats,  like  digging  a 
canal  to  irrigate  the  Egyptian  desert. 

"There's  no  question  in  my  mind," 
O'Keefe  says,  "that  we  could  double  the 
nation's  gas  reserves  economically  using 
that  technique.  But  the  world  is  now 
antinuclear,  and  we  decided  that  no  mat- 
ter what  we  think  or  what  we  know  the 
technique  is  not  going  to  happen.  So  we 
got  out. " 

He  also  arranged  to  sell  part  of  CER 
Geonuclear  to  the  employees  involved, 
another  facet  of  O'Keefe's  getting-out 
technique.  As  he  explained  it  to  the  em- 
ployees of  EG&G's  medical  laboratory 
testing  business,  which  was  sold  this 
year  to  MetPath,  "Hey,  it  doesn't  look 
like  EG&G  is  going  to  be  able  to  com- 
pete here.  If  we  go  downhill,  you  go 
downhill.  So  why  don't  you  cooperate 
with  us,  and  let's  see  if  we  can  find  a 
home  for  you  in  which  you  can  prosper?" 

The  result?  "There  isn't  a  thing 
we've  divested,"  O'Keefe  insists, 
"where  if  the  manager  walked  in  today 
he  wouldn't  shake  my  hand  and  say, 
You  did  the  right  thing.'  Because  it 
doesn't  do  him  any  good  to  go  to  zero; 


". . .  Each  year  O'Keefe  asks 
his  1 50  centers,  'What  would 
happen  if  we  decided  to  go 
out  of  your  business?' . . ." 

his  career  is  ruined.  But  if  we  divest 
while  the  business  is  good — and  we 
did — they've  got  a  good  chance  with 
someone  who's  comfortable  in  that 
business."  To  prepare  EG&G  execu- 
tives psychologically  for  the  possibility, 
each  year  O'Keefe  asks  the  managers  of 
each  of  his  150  business  elements, 
"What  would  happen  if  we  decided  to 
go  out  of  your  business?" 

All  this  sheds  some  reflected  light  on 
EG&G:  If  all  this  planning  is  spent  on 
businesses  that  the  company  may  go  out 
of,  how  much  more  is  lavished  on  the 
ones  it  stays  in?  For  it  is  planning  that  is 
at  the  core  of  EG&G's  success — plans 
that  are  forever  being  made  and  forever 
being  revised,  as  EG&G's  world  inevita- 
bly changes.  ■ 


Akron,  Albany,  Atlanta, 
Baltimore,  Boston,  Buffalo, 
Chicago,  Cincinnati,  Cleveland, 

Columbus,  Detroit,  Hartford, 
Indianapolis,  Miami,  Minneapolis, 
Norfolk,  Philadelphia,  Pittsburgh, 
Providence,  Rochester, 
and  Tampa  to  New  York. 
And  Concorde  to  London 
in  half  the  time. 

Daylight  connections  to  London  via  New  York's  JFK  from  over  80  cities. 

Daylight  connections  from  London,  home  to  over  100  cities. 
Call  your  Travel  Agent,  Transportation  Department  or  British  Airways. 

airways  (SOIlCOrde 

We'll  take  good  care  of  you. 


TAX  FREE 
BONDS 

They're  our  only  business. 


At  Multi-Vest  Securities  we're 
tax  free  bond  specialists.  We're  the 
people  to  talk  to  when  you  want 
to  know  how  tax  free  investment 
can  make  your  money  earn  more 
for  you. 

Because  tax  free  municipal 
bonds  are  our  only  business,  we 
know  the  market  and  how  to  make 
it  work  to  your  maximum  advan- 
tage. We  know  how  to  help  you  get 
the  greatest  tax  free  return  for 
your  investment,  whether  you 
want  current  income  or  long 
term  appreciation. 

Let  the  specialists  at  Multi-Vest 
show  you  in  dollars  and  cents  how 
tax  free  bonds  can  improve  your 
portfolio.  To  make  the  most 
for  your  money,  you  should 
talk  to  us. 


MVS 

AlulN-lfest  Securities,  Inc. 

'  63  Wall  Street  New  York  NY  10005 
212-425  0366    201 6431551 

□  Please  send  me  a  copy  of  "Tax  Free 
Bonds- A  Guide  for  the  Individual 
Investor."  I'd  like  to  know  more. 


□  I  am  interested  in  current  tax  free 
offerings. 

Name  


Address. 


City. 


State  

Members:  NASD/SIPC 
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Against  The  Tide 

Convertibles,  the  chameleons  of  the  securities 
markets,  have  done  well  in  the  general  malaise. 


Bancroft  C.  (Gary)  Davis  managed 
his  first  mutual  fund  in  World  War  II, 
money  chipped  in  by  his  fellow  pilots  at 
Squadron  VJ4  at  the  Norfolk,  Va.  Naval 
Air  Station  to  bet  the  football  pools.  "In 
the  off-season  we  bet  on  the  races,  but 
when  the  government  closed  down  most 
of  the  racetracks,  the  market  was  the 
only  game  in  town,"  he  says.  "We  did 
well  in  aircraft  stocks  because  we  knew 
about  airplanes.  We  bought  Grumman 
and  Douglas  and  sold  Curtiss- Wright 
short.  We  bought  North  American  and 
sold  Martin  short." 

Nothing  was  that  much  fun  again  until 
he  joined  Madison  Fund  in  the  Roaring 
Sixties,  first  as  house  counsel  and  then  as 
senior  vice  president,  when  it  was  the 
glamour  stock  of  closed-end  funds,  sell- 
ing at  an  8%  premium  under  its  flamboy- 
ant president,  Edward  A.  Merkle — the 
man  who  once  said:  "Selling  a  fund  is  like 
selling  soap." 

"Ed  was  a  strong  president,"  says  Da- 
vis. "In  the  words  of  Alexander  Pope,  he 
'bore,  like  the  Turk,  no  brother  near  the 
throne.'  "  Recognizing  that  if  he  were 
ever  to  run  a  fund,  he  would  have  to  start 
one,  Davis  with  Ronald  E.  Dinsmore, 
former  president  of  Moody's  Funds, 
started  Davis -Dinsmore  Management 
Co.  and  the  Bancroft  Convertible  Fund 
in  1970.  Davis  is  now  chairman  and 
Dinsmore  president.  Bancroft  was  the 
pioneer  closed-end  fund  dedicated  to 
convertible  debentures  and  convertible 
preferred  stock.  Now  there  are  about 
eight  or  nine,  including  three  other 
closed-end  funds. 

Convertible  debentures  (and  convert- 
ible preferred  stocks)  are,  of  course,  con- 
vertible into  a  fixed  number  of  common 
shares  after  a  specified  date.  Convertible 
bonds  pay  a  lower  interest  rate  than 
senior  issues  of  debt  and  generally  rank 
behind  them  in  the  event  of  liquidation. 
Corporations  issue  them  to  raise  capital 
at  relatively  low  interest  rates  or  to  ex- 
change them  for  other  securities  in  ac- 
quisitions without  immediately  diluting 
the  common  stock  but  ultimately  trim- 
ming the  balance  sheet  by  flowing  into 
equity. 

What  makes  these  bonds  attractive  to 
some  investors  is  their  chameleon-like 
quality:  When  the  underlying  common 
shares  sell  below  the  conversion  price, 
the  bonds  act  in  the  market  like  other 
junior  debt  issues,  usually  at  prices  that 
reflect  their  "investment  value,"  that  is, 


a  kind  of  floor  created  when  yield  ap- 
proaches prevailing  interest  rates.  But 
when  the  common  shares  go  up,  the 
bonds  move  widi  them  and  begin  acting 
like  stocks.  They  almost  never  sell  below 
their  "conversion  value."  (When  they 
do,  however  briefly,  arbitragers  buy  the 
bonds,  short  the  common  and  thus  elimi- 
nate the  spread.) 

Convertibility  usually  causes  narrower 
swings  in  the  bond  or  stock  compared 
with  the  common  itself.  You  make  less 
when  the  common  is  rising,  lose  less 
when  it's  falling.  During  1973-74  the 
Standard  &  Poor's  400  fell  44%,  the 
S&P's  convertibles  index  35%.  In  the 
following  two  years,  the  400  index  rose 
55%,  the  convertibles  index  50%. 

Convertible  funds  performed  especial- 
ly well  in  1976.  Their  portfolios  were  all- 
convertible,  and  thus  instead  of  follow- 
ing the  institutional  herd,  they  were  al- 
ready diversified  into  the  second-tier 
stocks  that  did  well  that  year. 

About  $40-billion  worth  of  convertible 
securities  are  traded  in  U.S.  and  Euro- 
dollar markets.  That's  a  small  part  of  the 
total  securities  universe.  But  converti- 
bles account  for  about  one-third  of  listed 
bond  trading,  and  the  number  of  con- 
vertible bond  issues  listed  on  the  New 
York  Stock  Exchange  increased  nearly 
20%  in  ten  years,  nearly  twice  the  in- 
crease in  total  bond  issues. 

Theoretically,  the  idea  is  to  buy  a  con- 
vertible debenture  with  a  combination  of 
maximum  upside  potential  at  the  point 
nearest  the  "floor."  In  reality,  says  Da- 
vis, "the  investment  value  [the  often 
subjective  estimate  of  where  the  bond 
would  sell  without  the  conversion  factor] 
really  is  not  too  important  to  me.  We're 
more  interested  in  where  the  bond 
would  sell  if  the  common  acts  the  way  we 
think  it's  going  to." 

To  analyze  convertibles?  Analyze  the 
underlying  common;  look  for  a  good 
common  with  a  convertible  that  has  a 
low  premium  over  its  conversion  value — 
usually  less  than  10%  according  to  Da- 
vis— and  high  enough  yield  to  provide 
protection  in  case  you're  wrong  on  the 
common.  "A  second-tier  company  would 
have  to  yield  over  7%,"  says  Davis,  "in  a 
first-tier  company,  maybe  5%.  Then,  we 
never  convert  unless  the  bond  has  been 
called  or  the  company  keeps  raising  the 
common  dividend  until  it's  yielding 
more  than  the  bond. " 

Convertibles   can   be  played  either 


Bancroft  Fund's  Davis:  A  natural 

bull,  he  likes  convertibles  "because 
you  don't  always  have  to  be  right." 


way:  bearish  or  bullish.  The  bears  re- 
cently have  done  better.  Thus  the  Castle 
Fund,  whose  portfolio  has  lower  invest- 
ment premiums  and  higher  conversion 
premiums,  was  up  19.8%  between  Oct. 
1,  1976  and  the  end  of  January  1978, 
while  American  General  Fund  was  up 
12.5%,  Bancroft  8.3%  and  Chase  7.6%. 

But  the  buyer  of  a  closed-end  fund  (as 
all  four  of  those  are)  faces  another  com- 
plexity. The  shares  now  sell  at  a  discount 
from  net  asset  value.  The  discount  usual- 
ly narrows  in  an  up  market,  and  in  fact 
many  closed-ends  sold  at  a  premium  in 
the  late  Sixties.  Open-end  mutual  funds 
sell  at  the  value  of  their  portfolios,  with 
no  discount,  or  premium. 

Why  are  closed-end  funds  structured 
that  way?  Obviously,  to  protect  manage- 
ment. Davis  contends  that  allows  it  better 
money  management.  Says  he:  "The  head 
of  an  open -end  fund  is  always  worried 
about  redemptions,  or  whether  to  jazz  up 
the  portfolio.  The  convertible  markets  are 
tough  to  work  with;  you  have  to  be  more 
patient:  If  you  have  100.000  shares  of 
American  Telephone  and  you  have  a  big 
redemption,  you  may  have  to  sell  it.  And 
we  don't  want  to  have  to  sell  when  we  don  t 
want  to."  (Lately,  however,  promoters 
have  been  trying  to  convert  closed-end 
funds — including  Bancroft — into  open- 
ended  mutuals  to  eliminate  the  discount 
and  produce  a  quick  onetime  gain.) 

But  why  not  just  buy  a  stock  if  you  like 
stocks,  or  a  bond  if  you  like  bonds?  "Well, 
then  you  have  to  be  right  all  the  time," 
says  Davis.  "If  you're  really  wild  about 
the  future  of  the  market,  you  should 
mortgage  your  house  and  buy  calls.  ■ 
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I'm  Not  A  Lone  Wolf! 


A  rare  individualist  in  a  group-think  society, 
Masatoshi  Ito  is  revolutionizing  Japan's  distribution 
system  ...  for  the  better.  So  why  is  Ito  so  feared? 


By  LAWRENCE  MINARD 

"Are  you  ippiki  okami?" 

Our  question  was  not  meant  to  insult 
Masatoshi  Ito.  54,  the  urbane  founder- 
president-controlling-stoekholder  of  Ja- 
pan's most  successful  discount  stoic 
chain,  Ito-Yakado.  Ippiki  okami  liter- 
ally means  "lone  wolf.'  It  describes 
that  rare  Japanese  who  operates  out- 
side Japan's  group-think  fold.  In  es- 
sence an  ippiki  okami  is  a  rugged 
individualist,  an  entrepreneur,  a  pio- 
neer unafraid  to  push  ahead  and 
shake  his  society's  cherished  pillars. 
Most  American  executives  would 
wear  the  label  proudly. 

But  not  most  Japanese  executives, 
and  definitely  not  Masatoshi  Ito.  He 
bristled  at  the  term.  He  sucked  air 
through  his  teeth,  the  sure  sign  of 
irritation  in  Japan.  Finally  he  replied: 
"I  am  inside  the  system  now.  My 
superstores  [that  is,  discount  stores] 
are  established.  I  am  an  innovator 
trying  to  revolutionize  [Japan's]  dis- 
tribution system.  But  I  am  not  ippiki 
okami.'' 

Whatever  his  tag,  Ito  has  accom- 
plished  what   hardly   any  Japanese 
could   ever   hope   to  do.    In  1945, 
armed  with  little  formal  education 
and  less  capital,  he  was  selling  socks 
and  underwear  from  a  7-square-me- 
ter  store  carved  out  of  the  Tokyo  rub- 
ble. Since  then  he  has  single-handed- 
ly built  a  chain  of  76  big  discount 
stores,  Denny's  restaurants  and  7-Elev- 
en  stores  into  an  operation  that  last  year 
netted  over  $26  million  on  sales  of  $1.4 
billion. 

That  sales  figure  ranks  Ito-Yokado  only 
third  among  Japanese  superstore  chains, 
but  the  profit  figure  puts  it  at  the  top 
The  price  of  Ito-Yokado  shares  has  more 
than  tripled  since  1974.  At  recent  Tokyo 
Stock  Exchange  prices,  the  Ito  family's 
27%  ownership  was  worth  over  $140  mil- 
lion, placing  Ito  among  the  very  wealthi- 
est of  Japan's  upper  crust. 

How  did  Ito  do  it?  The  way  ippiki 
okami  of  all  nationalities  do  it:  by  apply- 
ing brains  and  drive  to  a  fertile  but  unex- 
ploited  field. 

Many  Americans  misperceivc  Japan. 


The  Japanese  economy  is  not  as  super- 
modern  as  it  is  cracked  up  to  be.  The  fact 
is  many  of  its  parts  are  hideously  archaic 
flaws  in  what  is  perceived  to  be  a  gleam- 
ing economic  machine.  Japan's  so-called 
"lifetime  employment  system"  is  one 
prime  example  (FORBES,  Mar.  6).  Its 


Hungry  Wolf:  Starting  with  nothing  made  Ma 
satoshi  Ito  reach  hard.  As  those  store  plans 
behind  him  attest,  he's  still  reaching. 


distribution  system  is  another. 

The  backbone  of  Japanese  retailing 
consists  of  over  1.5  million  tiny  shops, 
about  one  mom-and-pop  operation  for 
every  75  people.  Over  75%  of  Japan's 
$200-billion-plus  retail  business  moves 
through  this  thicket;  another  8.7%  goes 
through  Japanese  department  stores, 
with  the  remainder  accounted  for  by  the 
discount  chains.  Behind  the  mom-ami 
pop  shops  stands  a  vast  wilderness  of 
middlemen  separating  Japanese  factories 
from  consumers.  It  is  not  unusual  for  a 
consumer  product  to  pass  through  a  doz- 
en or  more  middlemen  before  it  reaches 
the  retailers. 

Considering  all  the  jobs — and  prof- 
its— provided  by  this  immense  division 


of  labor,  it  is  easy  to  see  why  prices  are 
so  high  throughout  Japan.  And  it  isn't 
surprising  that  main  foreign  business- 
men linger  this  complex  distribution  sys- 
tem as  among  the  worst  of  Japan's  non- 
tariff  trade  banners. 

By  Japanese  standards  Itos  super- 
stores arc  mammoth:  almost  7,000 
Square  meters  of  sales  floor  space  on 
average,  selling  everything  from  food 
and  housewares  to  clothing  and  cameras. 
Virtually  all  of  Ito  s  stores  are  in  Tokyo 
(.pop.:  around  12  million),  but  on  the 
outskirts,  where  the  rents  are  cheaper. 
Bv  selling  in  large  volume,  Ito  can  make 
heady  profits  widi  only  25%  or  so  gross 
margins — far  below  what  the  tiny  stores 
need  to  survive.  And  by  buying  big, 
Ito  buys  directly  from  manufacturers, 
bypassing  many  of  the  middlemen. 
Thus  a  man's  topcoat  that  might  cost 
$400  in  a  fashionable-  Ginza  depart- 
ment store  goes  for  less  than  half  that 
at  an  Ito-Yokado  superstore. 

Or  take  beef,  ridiculously  expen- 
sive m  Japan.  (Would  you  believe  $35 
for  a  mediocre  steak  in  a  mediocre 
hotel?)  Ito  has  been  importing  meat 
directly  from  low-cost  producers  in 
Australia  and  the  U.S.  He  ships  it  in 
from  Australia  already  butchered  and 
live  by  air  from  the  U.S.  to  Ito-Yoka- 
do s  own  processing  centers.  Besult: 
A  pound  of  beef  costs  about  $10  at  an 
Ito-Yokado  counter  vs.  over  $15  at 
Meidi-ya  supermarket  in  Tokyo's 
fashionable  Boppongi  district. 

With  food  production,  processing 
and  distribution  ranking  among  the 
least  efficient  of  Japan's  industries,  it 
is  not  surprising  that  Ito  is  going  after 
food  sales.  Food  now  accounts  for 
o\  er  36%  of  Ito  s  superstores  sales,  as 
against  32%  in  1973. 

By  1960  Itos  sales  had  grown  to 
almost  $4  million.  Then  in  1961  he 
was  invited  to  Dayton,  Ohio  to  attend 
a  retailing  seminar  sponsored  by  Nation- 
al ('ash  Register.  Ito  recalls: 

"I  had  been  thinking  of  building  up  a 
chain  of  department  stores  when  I  went 
to  Dayton.  But  at  the  seminar  I  learned 
that  in  America,  department  stores  were 
beginning  to  lose  market  share.  In  their 
place  the  discount  chains  were  becoming 
popular.  That  convinced  me:  I  decided 
to  expand  along  the  superstore  route." 

That  was  surely  the  right  move:  In 
1970  Japanese  department  stores  ac- 
counted for  around  9%  of  retail  sales, 
with  only  6%  going  through  the  discount 
chains.  Today  the  superstores  get  14%, 
while  the  department  stores'  share  has 
fallen  below  9%. 

In  1973  Ito  made  another  right  move. 
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No  Generation  Gap:  Small  houses  and  modern  women  are  eliminating  Japan'' 
extended  families.  But  all  agree  a  $2  Patty  Melt  at  Denny's  is  a  bargain. 


He  rounded  up  exclusive  rights  to  open 
Denny's  restaurants  in  Japan.  He  has 
already  opened  27.  About  2.25%  of  their 
gross  sales  ($7  million  last  year)  flows 
directly  back  to  the  company's  U.S. 
shareholders.  Not  much,  but  growing 
and  certainly  better  than  nothing. 

Then  in  1975  Japan's  big  trading  com- 
pany, C.  Itoh  &  Co.,  introduced  I  to  to 
Dallas-based  Southland  Corp.,  which 
franchises  7-Eleven  stores.  It  was  a  prof- 
itable meeting  for  all  parties.  In  return 
for  0.6%  of  7-Eleven  sales,  Southland 
gave  I  to  exclusive  franchise  rights 
throughout  Japan.  To  date  I  to  has  fran- 
chised  over  300  7-Elevens.  New  ones  are 
opening  at  the  agreed-upon  rate  of  200 
per  year.  If  he  fulfills  his  agreement  with 
Southland,  there  will  be  some  1,300  of 
these  7-Eleven  "convenience  stores"  in 
Japan  by  1982 — very  good  news  indeed 


for  Southland  (sec  box).  For  introducing 
Ito  to  Southland,  C.  Itoh  gets  0.15%  of 
the  stores'  sales. 

Despite  this  string  of  successes,  Masa- 
toshi  Ito's  life  is  no  bed  of  chrysanthe- 
mums. The  main  obstacle  he  faces  is  all 
those  moms  and  pops  and  middlemen  he 
is  slowly  replacing.  Millions  of  jobs  arc  at 
stake,  a  grave  problem  in  Japan.  With 
very  little  government  welfare  or  social 
security,  the  Japanese  must  work  to  live. 
Modernizing  an  antiquated  distribution 
system  and  bringing  consumer  prices 
down  are  fine — unless  by  doing  so,  too 
many  people  are  put  out  of  work.  Japa- 
nese society'  could  be  forced  to  bear  a 
vast  bundle  of  new  costs. 

Clearly  the  government  is  worried.  In 
March  1974  it  passed  the  Large-Scale 
Retail  Store  Law,  which  requires  ap- 
proval from  Japan's  powerful  Ministry  of 


International  Trade  &  Industry  when- 
ever Ito — or  any  other  major  retailer — 
wants  to  open  a  new  superstore.  And 
Mm,  of  course,  must  take  into  account 
merchants  and  middlemen  affected  bv 
the  new  store. 

Obviously  Ito  must  move  carefully  if 
he  expects  to  bring  off  his  ten-new- 
stores-a-year — through  1982 — expansion 
plans.  Thus  far  he  has  been  able  to  molli- 
fy merchants  by  offering  them  space  in 
his  stores,  or  Denny's  or  7-Eleven  fran- 
chises, or  simply  by  paying  them  off.  But 
those  are  stopgap  measures.  That  prob- 
lem is  not  about  to  go  away. 

Neither  will  his  need  for  capital.  Last 
year  it  cost  Ito  nearly  $100  million  to 
Open  ten  new  superstores.  Even  without 
inflation  he'll  need  hundreds  of  millions 
more  to  build  all  the  new  superstores  he 
hopes  to  complete  by  1982.  Last  summer 
Ito  came  to  Wall  Street  and  sold  $50 
million  in  convertible  debentures  traded 
on  the  Amex.  Plans  call  for  another  $50- 
million  offer  this  July.  Ito  s  solid  balance 
sheet  will  easily  support  that  and  more 
borrowing  in  the  future.  The  company's 
ratio  of  debt  to  stockholders'  equity  is 
about  0.8%  compared  with  up  to  five 
times  that  for  the  competition. 

But  Ito  is  a  come-from-nothing  loner 
in  a  clanish  society  built  on  long-estab- 
lished personal  relationships.  And  that 
may  mean  that  however  appealing  his 
balance  sheet,  Ito  may  not  be  able  to 
raise  the  capital  he  needs  from  his  coun- 
try's banks. 

But  the  way  of  the  ippiki  okami,  the 
pioneering  entrepreneur,  is  never  easy. 
W  hat  makes  Masatoshi  Ito  an  important 
figure  for  foreign  businessmen  and  in- 
vestors is  how  far  he  has  come  in  so  little 
time  against  so  formidable  an  adversary 
as  Japan's  traditional  society.  ■ 


Southland  Corp.'s  Friend  In  Tokyo 


You  pick  your  way  through  a  maze  of  back  lanes  in  a  Tokyo 
residential  neighborhood  and  emerge  onto  a  main  street. 
There  it  sits:  a  brand-new  7-Eleven  store,  a  mirror  image  of 
the  one  back  home  in  Columbus,  Ohio  or  Huntington,  N.Y. 

To  an  American  in  Japan,  the  experience  may  be  eerie, 
but  it's  not  uncommon.  There  are  now  over  300  7-Elevens 
in  Japan,  mostly  around  Tokyo.  Ito-Yokado' s  Masatoshi  Ito 
plans  to  build  at  least  200  annually  over  the  next  five  years, 
bringing  the  total  to  some  1,300  by  1982.  (There  are  6,000 
7-Elevens  in  operation  in  the  U.S.)  The  typical  Japanese  7- 
Eleven  grosses  about  $500,000  per  year  today.  Even  on  the 
very  conservative  assumption  that  the  new  stores  will  gross 
as  well,  the  Japanese  7-Elevens  will  be  doing  a  business  of 
around  $600  million  annually  in  the  1980s.  That  could  mean 
some  $78  million  in  additional  revenues  to  Ito-Yokado,  and 
royalty  fees  of  nearly  $4  million  a  year  (20-cents-share)  for 
Dallas-based  Southland  Corp.,  which  licenses  the  7-Eleven 
name  and  format  to  Ito-Yokado. 

Japan  is  a  natural  environment  for  7-Eleven  stores.  They 
are  small  enough  (100  square  meters  on  average)  to  fit  the 
country's  traditional  small-store  distribution  system.  But 
together  they  are  big  enough  to  reduce  consumer  prices 


through  economies  of  scale.  The  typical  7-Eleven  carries 
approximately  3,000  items,  from  katsuobushi  (dried  fish 
flakes  for  dashi  stock)  to  Suntory  whiskey.  This  compares  to 
300  or  so  items  carried  by  an  old-line  Japanese  mom-and- 
pop  operation.  Ito-Yokado  supervisors  control  these  stores' 
inventories.  As  a  result,  the  number  of  wholesalers  has 
been  cut  from  80  to  40. 

These  7-Eleven  stores  are  feeding  off  profound  sociologi- 
cal shifts  that  are  shaking  Japan.  For  example,  the  old 
proscriptions  against  working  wives  are  beginning  to  fade. 
There  are  currently  about  6  million  married  women  in 
Japan's  work  force  vs.  less  than  5  million  u  feu  years  back, 
and  high  prices  are  forcing  more  wives  to  find  jobs.  These 
women  no  longer  have  the  time  to  shop  for  and  prepare 
traditional  Japanese  foods.  The  convenience  foods  offered 
by  7-Elevens  fill  a  real  need  for  them  and  for  those  who 
prefer,  say.  the  movies  to  the  kitchen. 

So  far  there  has  been  no  lack  of  takers  for  7-Eleven 
franchises.  In  fact,  there's  a  waiting  list  of  eager  candidates. 
A  franchise  costs  just  $10,000.  On  that  minimal  equity  a 
hard-working  franchisee  can  expect  to  clear  several  times 
the  average  Japanese  household  income.  — L.M. 
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Hedrick's  Familiar  Quotations 


Beech  Aircraft's  president  may  sound  like  a  cracker-barrel  philosopher, 
but  what  he's  up  to  is  a  lot  more  sophisticated. 


"This  is  such  a  simple  matter  that  some 
people  overlook  it,  says  Beech  Aircraft 
Corp.  President  Frank  E.  Hedrick, 
launching  into  one  of  the  homilies  with 
which  he  likes  to  illuminate  business 
problems,  "hut  ii  you're  running  a  two- 
man  store  and  you  get  50  customers  a 
day  instead  of  25,  you  should  make  more 
money.  The  problem  comes  when  you 
have  to  decide  to  go  to  a  f/i/ve-man 
store. 

Simple?  Sure.  Like 
some  of  Hedrick's  other 
sayings — why  marketing 
is  harder  than  manufac- 
turing, for  example: 
"You  can  usually  make 
what  you  have  sold,  hut 
you  can't  always  sell 
what  you  have  made." 
Or  productivity:  "Any- 
thing you  pay  a  man  for 
what  he  does  isn't 
enough;  anything  you 
pay  him  for  what  he 
doesn't  do  is  too  much." 
Or  employee  sugges- 
tions: "Everybody  is 
smarter  than  somebody, 
and  nobod)  is  smarter 
than  everybody." 

In  the  booming  gener- 
al aviation  industry,  it's 

hard  to  find  many  who   

are  smarter  than  Frank 
Hedrick.  Number  two  behind  its  Wich- 
ita, Kan.  corporate  neighbor,  Cessna 
Aircraft,  Beech  has  grown  considerably 
faster,  doubling  in  volume  since  1973  (to 
$417  million  last  year  OS.  Cessna's  67% 
increase  to  $620  million  during  the  same 
period).  Its  return  on  equity  last  year 
was  28.5  (to  21  for  Cessna),  and  Hedrick 
has  increased  the  dividend  seven  times 
since  1972.  Beech  has  only  $33  million  in 
long-term  debt,  most  of  it  in  4%%  con- 
vertible debentures,  and  no  short-term 
debt  at  all  at  the  corporate  level.  At  a 
recent  price  of  31,  the  stock  is  selling  at 
roughly  twice  book  value,  which  isn't 
bad  these  days. 

Best  of  all,  its  highly  successful  King 
Air  twin-engine  turboprop  has  hit  the 
business  aircraft  market  squarely  on  tar- 
get. In  1975  Beech's  five-year  marke  ting 
contract  for  Britain's  pure-jet 
Siddelev  DH-125  expired. 


agreement  the  parties  concluded  there 
wasn't  enough  profit  for  both  of  them 
and  those  not  to  renew.  Instead,  Beech 
threw  all  its  muscle  behind  its  own  8-to- 
15-seat  propjet,  King  Air.  With  poten- 
tial c  ustomers  buffeted  by  both  the  busi- 
ness recession  and  the  energy  c  risis,  the 
more  fuel-efficient  and  usually  cheaper 
turboprops  were  the  only  part  of  the 
general  aviation  market  to  grow  that 
\eai — and   Beech  came  out  the  other 


Beech's  New  "Bonanza":  King  Airs  and  T-tailed  Super  King  Airs 
(on  Wichita  assembly  line)  were  the  right  planes  at  the  right  time 


side  with  half  of  the  turboprop  market. 

The  result:  Beech  started  its  fiscal  year 
last  October  with  a  $489-million  backlog, 
$400  million  of  it  in  commercial  sales, 
and  about  90%  of  that  in  the  burgeoning 
business  aircraft  market.  Further,  much 
of  its  $90  million  in  military  volume  is  for 
virtually  off-the-shelf  King  Airs  and  Su- 
per King  Airs  (the  top  of  its  turboprop 
line),  which  it  sells  to  all  three  branches 
of  the  service  like-  latter-day  DC3s. 

For  such  reasons,  Beech  ought  to  be 
flying  high  and  easy.  In  fact,  Hedrick  is 
now  contemplating  some  hard  decisions: 
making  up  his  mind  whether  to  go  to  a 
three-man  store.  To  keep  on  doubling 
sales  every  five  years  as  Hedrick  charted 
out  long  ago,  Beech  must  not  only  pro- 
tect its  position  in  the  turboprop  market 
from  increasingly  aggressive  eneroaeh- 
Hawker  ment  by  Cessna  and  Bangor  Punta's  Pip- 
By  mutual     er  Aircraft  subsidiary,  but  it  must  go 


more  heavily  into  the  smaller-plane  mar 
ket.  That's  a  lower-margin  end  ol  the 
business,  and  until  now  Beech  has  mos1 
ly  preferred  to  ignore  it.  Sooner  or  latei 
too,  it  must  get  serious  about  pure  jets, 
which  have  not  only  recovered  but  last 
year  grew  even  faster  than  turboprops 
and  this  year  should  do  about  the  same. 

The  Hawker  Siddelev  arrangement, 
says  Hedrick,  "was  a  great  benefit  to  us 
anyway.  We  got  in  and  out  ol  the  jet 
business  at  no  cost.  You 
can't  do  that  if  you  build 
your  own  jet,  and  if  you 
get  in  that  way,  you  don't 
gel  out.  Now  the  jet  peo- 
ple ue  profitable  this 
year  because  they've 
charged  oil  the  lug  R&D 
but  I  don't  know  ol  anv  ol 
them,  if  you  start  from 
day  one,  cash  in,  cash 
out,  that  are  in  a  profit 
able  position." 

One  way  of  avoiding 
that  big  R&D  would  be 
through  a  merger,  and 
Beech  has  considered  it. 
In  1973  Hedrick  pro- 
posed that  Grumman 
( !orp. ,  then  hard  up  be- 
cause of  problems  pro- 
ducing its  F-14  military 
plane,  spin  of!  its  com- 
mercial operations  (in- 
cluding its  superb  Gulfstream  business 
jets)  and  merge  them  with  Beech. 
"Grumman  wanted  to  put  Beech  and  [all 
of]  Grumman  together,"  Hedrick  says. 
"At  that  time  we  weren't  big  enough  to 
solve  their  problems,  and  if  they'd  gone 
down  we'd  have  gone  with  'em." 

More  recently.  Beech  flirted  with 
General  Dynamics.  Says  Hedrick:  But 
then  the  price  of  our  stock  started  in- 
creasing, and  theirs  started  decreasing, 
and  it  finally  became  impossible  to  strike 
any  sort  of  exchange.  " 

Why  is  Beech  worried  about  the  low 
end  of  the  market,  since  it  does  so  well  at 
the  high  end,  where  the  margins  are 
better  anyway?  "There's  habit  buying  in 
aircraft  just  like  anything  else,"  replies 
Roy  McGregor,  Beech  group  vice  presi- 
dent for  marketing.  "If  we  get  you  in  a 
Beech  when  you  buy  your  first  airplane, 
then  the  chances  are  much  better  that 
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we  will  get  you  in  a  King  Air  some  day  " 
To  handle  the  increased  marketing  ef- 
fort, Beech  has  been  carefully  rebuilding 
its  domestic  distribution  system.  In 
place  of  its  former  23  regional  distribu- 
tors and  175  dealers.  Beech  will  ulti- 
mately have  Deafly  5(X)  independent 
franchises,  each  dealing  directly  with  the 
company.  It's  an  arrangement  that  will 
mean  a  big — and  expensive- — increase  in 
marketing  support. 

Another  fundamental  change  has 
come  about  on  the  operations  side, 
where  Beech  once  was,  by  Hedrick  s 
own  admission,  flabby  and  complacent. 
The  lesson  was  traumatically  driven 
home  in  1970,  when  Beech  lost  $17  mil- 
lion (pretax).  Hedrick  has  a  homily  for 


such  things,  too.  "You  tau  t  sell  yourself 
out  of  an  economic  problem,"  he  says. 
Y  ou  have  to  manage  yourself  out  of  it. 
We  changed  om  budgeting  system,  for 
example.  Now  we  give  Ed  Burns.'  the 
group  yp  for  operations.  X  number  of 
dollars  to  spend  and  he  can  move  around 
in  that  category  however  he  likes.  Last 
year  his  budget  was  $390  million  and  he 
ran  it  within  a  variance  of  .02%.  When 
you  can  forecast  your  expenses  like  that 
you  can  price  your  products  profitabl) 

Hedrick.  67,  has  worked  a  long  time  to 
bring  Beech  to  this  not  unpleasant  wa- 
tershed; he  has  been  an  employee  for  38 
years — longer  than  almost  anyone  else 
on  the  payroll  except  Chairman  Olive 
Ann  Beech  herself,  the  widow  of  Walter 


H.  Beech  and  cofounder  of  the  company 
with  him  in  1932.  Mrs.  Beech,  now  74, 
leaves  most  of  the  day-to-day  operations 
up  to  Hedrick. 

Contemplating  his  choices,  Hedrick 
thinks  that  the  time  for  expansion  prob- 
ably is  at  hand,  but,  he  adds,  'it  has  to  be 
carefully  planned."  He  opens  a  blue 
notebook  and  points  to  a  yellowed  page, 
carefully  stamped  with  the  date,  time 
and  year — 1960.  A  diagonal  line  is  drawn 
on  it,  overlaid  by  a  sawtooth,  up-and- 
down  penciled  design.  "Back  then.  I  said 
to  somebody,  This  is  how  we'll  go  and 
this  is  how  we  ll  get  there.  And  that's 
about  how  we've  gone."  The  trail  he  will 
follow  is  marked  by  another  Hedrick 
maxim:  "Work  smarter,  not  harder."  ■ 


Statistical  Spotlight 


The  Dow  At  2000— 
What  It  Would  Take 


Back  in  October  1974,  a  sad  time  on 
Wall  Street,  with  the  Dow  Jones  indus- 
trial average  around  610  and  its  price/ 
earnings  ratio  at  6.1,  Forbes  noted  that 
the  average  could  hit  2000  by  1979.  All 
that  was  needed  to  make  such  a  colossal 
jump  was  10%  yearly  earnings  growth 
and  an  increase  in  the  price/ 
earnings  ratio  to  15.  After  all,  as  recently 
as  1972  the  P/E  ratio  had  been  over  15. 
In  fact,  since  1975  there  has  been  9% 
earnings  growth,  but  the  P/E  recovered 
only  to  8.5.  Hence,  chances  of  the  Dow's 


getting  near  2000  next  year  appear  slim, 
if  not  nil. 

Reason  enough  to  start  fresh  in  1978. 
Using  price/earnings  ratios  and  earnings 
rates  as  variables,  we've  provided  a  num- 
ber of  scenarios  for  another  five-year 
projection.  What  would  it  take  to  move 
the  DJI  to  2000  by  1983?  A  price/earn- 
ings ratio  of  15  (it  was  above  that  for  all  of 
1971  and  1972)  and  a  compounded  earn- 
ings growth  rate  of  10%  (for  the  last  ten 
years  it  has  been  about  5%).  Actually,  on 
those  assumptions  the  DJI  would  fly  to 


2170  within  five  years.  The  current  P/E 
of  8.5  combined  with  earnings  grow  th  of 
onlv  8%  would  bring  the  DJI  over  1 100 
by  1983. 

The  chart  below  also  enables  pessi- 
mists to  qualify  their  gloom.  If  the  P/E 
should  fall  to  6,  as  it  did  in  1974.  it  could 
offset  earnings  growth  of  8%  and  the 
Dow  could  wind  up  just  about  where  it 
is.  At  the  same  price/earnings  ratio  and 
at  earnings  growth  of  only  5%,  it  would 
mean  a  decline  in  the  Dow  of  as  much  as 
10%— to  688.  ■ 


Mostly  For 
Optimists 

Earnings  of  the  30  companies  that 
comprise  the  Dow  Jones  industrial 
average  are  growing  over  5%  annual- 
ly. Investors  will  pay  $8.50  for  every 
dollar  of  that  earnings  growth.  Will 
profit  growth  pep  up?  By  how  much? 
Will  investors  pay  more  for  those 
earnings?  How  much  more?  Plug  in 
your  forecast  on  this  chart  and  at  the 
intersection  of  the  price/earnings  ratio 
and  earnings  growth  you'll  find  where 
the  Dow  will  stand  in  1983  ...  if 
you're  right.  We  also  provide  some 
downbeat  scenarios. 


ANNUAL  DJI 
RETURN 

(NOT  COUNTING  DIVIDENDS) 


PROJECTED 
EARNINGS 
GROWTH  RATES 
(PERCENT) 


PROJECTED 
PRICEJ  EARNINGS 
RATIOS 
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Saving 
the  Main 
Frame. 

Some 
central 
computers 
get  bogged 
down  by  nickel 
and  dime  jobs  from  distant  plants  and  offices. 
With  Harris  "intelligent"  terminals 
and  controllers,  remote  locations  can 
handle  routine  processing  on  the  spot, 
saving  main  frame  time  for  main  frame  work. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113. 


The  Harris  1600  Remote  Communications  Processor 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


..Our  strategic  foreign  network  of  branches,  representative  offices  and  subsid- 
aries  provides  financial  underpinning  for  the  manufacture  and  movement  of 
joods  across  the  industrial  heartland  of  Europe.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  sourccWforldwide. 


Fruehauf  Trailers  move  the  world's  cargoes  on  land  and  sea. 

Paceco  cranes  handle  containers  in  ports  around  the  world. 


And  rolling  up  record 
growth  figures. 

In  the  last  15  years,  you've  seen  us 
grow.  From  a  $220  million  trailer 
manufacturer  in  1963  to  a  diversified, 
$1.8  billion  Total  Transportation  com- 
pany with  projected  sales  of  approx- 
imately $2  billion  in  1978. 

Yet  you  haven't  seen  anything. 

Right  now,  we  have  the  multi- 
market  product  lines  to  accelerate  that 
growth. 

Innovative  ideas  for  semitrailers, 
shipping,  materials  handling.  Compo-  1.6 
nents  for  automobiles,  buses,  recre-  15 
ational  vehicles,  farm  implements, 
aircraft  and  aerospace.  Also  leasing 
and  financing. 

Send  for  our  annual  report  now. 
Because  we're  shifting  into  high  gear. 
Write:  Fruehauf  Corporation,  Dept. 
F-48,  10900  Harper,  Detroit, 
Michigan  48232.  Total  Trans- 
portation ...  the  World  of 
Fruehauf .  .  .  we're  rolling. 


Kelaey-Haye 
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The  Money  Men 


Westergaard's  Comeback 


Hk  was  known  as  the  guru  of  conglom- 
erates and  free-form  management  back 
in  the  1960s  when  his  Equity  Research 
Associates  boasted  60  employees  and  a 
track  record  that  was  the  envy  of  Wall 
Street.  Buoyed  by  the  feverish  stam- 
pede of  investors  into  a  soaring  stock 
market,  the  demand  for  security  re- 
search seemed  limitless,  and  John  Wes- 
tergaard  had  never  seen  better  class:  His 
research-oriented  brokerage  firm's  annu- 
al revenues  grew  from  $36, 000  to  $4 
million    in    only    eight    years.  But 


Sensormatic  Electronics,  54%;  and 
Eirtons  Industries,  a  stellar  231%. 

Westergaard  is  certainly  not  the  only 
analyst  to  discover  the  junior  growth 
stocks  as  an  alternative  to  the  languish- 
ing blue  chips.  Investment  advisory  and 
brokerage  firms  such  as  Kleinwort  Ben- 
son McCowan,  T.  Rowe  Price,  Newcourt 
Capital  Management  and  F.  Eberstadt  & 
Co.,  among  others,  arc  also  promoting 
these  stocks  to  bolster  their  overall  port- 
folio performance. 

In  a  radical  departure  from  the  "con- 


Back  Again:  With  a  background  in  security  analysis  dating  back  to  the  late  1950s, 
)ohn  Westergaard  now  is  focusing  on  the  junior  growth  stocks. 


then  .  .  .  the  crash.  His  favored  stocks 
such  as  Litton  Industries  and  Gulf  & 
Western  declined  precipitously;  so  did 
Westergaard's  credibility.  He  was  forced 
to  merge  ERA  in  1970.  Like  main  other 
survivors  of  those  days,  however,  Wes- 
tergaard, now  46,  has  come  back  with  a 
new  business  and  a  new  concept  to  boot: 
junior  grow  th  stocks. 

His  recommended  list  of  25  stocks 
yielded  on  average  an  impressive  4'.Y/< 
last  year,  a  period  during  w  hich  the  Dow 
Jones  industrials  plunged  17.3%  and  the 
S&P's  500  dropped  11.5%.  It  was  none- 
theless a  year  in  which  smaller  compa- 
nies— so-called  second-  and  third-tier 
stocks — outperformed  the  blue  chips  h\ 
.i  wide  margin;  the  average  Amex  stock 
was  up  19.3%.  On  the  Big  Board,  the 
average  share — in  contrast  to  the  30  on 
the  DJI— rose  by  3.8%.  Westergaard's 
biggest  winners  were  Compugraphic,  up 
36%;  Flight  Safety  International,  87%; 


ceptual  analysis"  that  was  ERA's  hall- 
mark in  the  Sixties,  when  the  firm  made 
its  mone\  through  commissions  from  in- 
stitutions, ERA  today  emphasizes  such 
fundamentals  as  cash  flow.  Its  clientele 
and  the  nature  of  its  business  have  also 
changed.  Reacquired  by  Westergaard 
and  Anametrics,  Inc.  in  1976,  the  firm  is 
now  strictly  a  research  operation,  run  by 
him  and  two  associates,  catering  primar- 
ily to  about  1,500  individual  subscribers, 
who  pay  $240  a  year  for  ERA's  semi- 
monthly publications.  Says  Wester- 
gaard, a  wry  but  intense  man,  "In  being 
apart  from  the  brokerage  firms,  I  am  less 
oriented  to  making  recommendations  in 
order  to  ci  ate  business." 

What  h;  Westergaard  learned  from 
his  past  mist  ikes?  Back  then,  he  says,  it 
mattered  little  whether  a  firm  could  fi- 
nance itself  internally.  If  a  company 
needed  money  for  growth,  "it  could  go 
out  and  raise  it."  But,  he  adds:  "In  the 


early  Seventies,  as  capital  markets  start- 
ed getting  tight,  it  became  increasingly 
important  to  look  at  a  company  in  terms 
of  its  ability  to  generate  cash  flow."  This 
idea  has  become  the  cornerstone  of  his 
new  selection  strategy  along  with  "mar- 
ket dominance."  Westergaard  scoffs  at 
the  paramount  emphasis  placed  on  the 
balance  sheet  by  the  Craham  and  Dodd 
school.  "That  is  a  negative  orientation." 

In  contrast  Westergaard  looks  first  at 
the  income  statement  and  "the-  ability  of 
a  company  to  convert  operating  results 
to  hard  balance  sheet  values."  As  a  re- 
sult, companies  on  the  ERA  100  index 
average  a  23%  aftertax  return  on  equity. 
To  illustrate  his  concept.  Westergaard 
points  to  the  case  of  Vermont  American 

Corp.  (Forbes,  Mar.  20).  which  was 

able  to  double  its  original  budget  tor 
capital  expenditures  during  1976  without 
external  financing.  The  LouisVille-based 
producer  of  power  tool  supplies  earned 
$2.78  per  share  in  1977,  and  Wester- 
gaard believes  its  future  is  linked  with 
such  power  tool  merchandisers  as  Black 
&  Decker. 

A  high  return  on  equitv  is,  of  course, 
only  as  good  as  the  balance  sheet  from 
which  it  derives  There  is  no  guarantee 
that  high  return  as  such  would  make  a 
stock  go  up.  So,  in  addition  to  ROE, 
Westergaard  looks  for  companies  domi- 
nant in  their  industries  with  a  minimum 
10%-to-15%  annual  growth  rate.  He 
then  evaluates  management's  objectives 
and  strategies  in  light  of  past  perfor- 
mance, and  only  lastly  does  he  consider 
the  balance  sheet  itself.  Consistent  with 
these  factors,  Westergaard's  five  favorite 
stocks  for  1978  are:  Flight  Safety  Inter- 
national and  Compugraphic,  which  did 
so  well  for  him  last  year,  and  Parker 
Drilling,  Datapoint  and  Community 
Psychiatric. 

Another  Westergaard  interest  is  his 
own  version  of  the  "spec  ial  situation  :  an 
investment  opportunity  predicated  upon 
a  specific  event.  Case  in  point:  Moenan 
Oil  Co.,  which  recently  developed  an 
83%-energy-efficient  oil  burner.  Be- 
cause pending  energy  legislation  con- 
tains a  tax  credit  for  this  type  of  burner. 
Westergaard  is  recommending  the  Stock 

So  far,  Westergaard  in  his  comebac  k 
has  managed  to  keep  ahead  of  the-  aver- 
ages. But  what  happens  when  everyone 
else  jumps  on  his  bandwagon?  Whether 
he  can  continue  to  second-guess  the 
market  will  be  a  test,  once  again,  of  the 
soundness  of  his  ideas  and  luck.  ■ 
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What's  a  tree  company  doing  ou 


Growing. 

And  becoming  more  of  a 
chemical  company  in  the 
process.  Because  a  few 
decades  ago,  we  began  pro- 
ducing our  own  resins.  For  our 
own  plywood.  But  the  idea  was 
such  a  success  that  we  grew 
right  out  of  the  forest.  With  our 
own  phenol  and  formaldehyde 


plants  that  supply  our  own 
resin  operations.  In  a  dozen 
locations.  Now  we're  operating 
new  chlorine/caustic, 
methanol  and  PVC  plants.  With 
new  ammonia  and  cumene 
plants  under  construction. 
We're  even  into  natural  gas 
drilling  in  the  Gulf  of  Mexico. 

Our  goal  is  to  supply  our 
own  needs.  But  because  our 


plants  are  built  to  world  seal* 
the  additional  capacity  wiil 
make  us  as  competitive  as 
anybody  in  the  business. 

So  next  time  you  see  a  gia 
chemical  complex,  it  might 
belong  to  a  giant  chemical 
company.  Or  it  might  belong 
to  us. 


vhere  there  isn't  a  tree  in  sight? 

more  information  on  Georgia-Pacific's  chemical  operation — 
I'e  "Chemicals,"  Dept.  F-3, 
irgia-Pacitic,  900  S.W.  Fifth  Avenue, 
tland,  Oregon  97204. 


GeorgiaFfecific  j0± 

The  Growth  Company 


Bankers  Who? 


If  you  haven't  heard  of  Bankers  Life  of  Des  Moines,  don't  worry.  It  just  means 
you're  not  in  the  life  insurance  industry.  But  remember  the  name. 


There's  a  new  kind  of  life  insurance  on 
the  market,  maybe  the  biggest  develop- 
ment in  50  years,  and  the  first  major 
company  to  get  behind  it  is  Bankers  Life 
Company  in  Des  Moines,  Iowa.  Bankers 
is  not  a  household  word,  because  it's  not 
a  stockholder  company  like  Aetna  with  a 
following  among  Wall  Street  analysts  or  a 
mass-market  promoter  like  Prudential 
with  its  Rock.  It's  a  mutual  with  most  of 
its  business  in  group  policies  that  don't 
need  mass  advertising.  But  The 
Bankers  Life  of  Des  Moines  (as  it 
likes  to  be  called)  is  a  big  name 
within  the  industry  and  likely  to 
be  an  even  bigger  one.  A  tough, 
respected  competitor,  its  $1.1  bil- 
lion last  year  ranked  it  the  tenth 
largest  life  insurance  company  in 
premium  income. 

The  new  product  is  dubbed  "ad- 
justable life  insurance,"  and  to 
know  what's  big  about  it,  you  first 
have  to  look  at  the  ordinary  kind. 
"The  life  insurance  industry  has 
had  a  static  policy'  concept,"  ex- 
plains Bankers'  top  actuary,  C. 
Lambert  Trowbridge.  looking 
back  on  the  old  ways  from  his  new 
perspective.  "It  sells  an  insurance 
'plan,'  a  policy  with  defined  terms, 
benefits,  payments,  based  on  a 
prediction  of  the  buyer's  needs 
throughout  life;  it  can  be  changed 
only  within  very  narrow  limits. 
The  problem  with  that  is,  people 
can't  predict  either  future  needs 
or  future  ability  to  pay  very  well." 
So  why  not  change  the  insurance 
policy  drastically  when  the  needs 
of  the  insured  change  drastically? 
Plug  in  a  higher  face  amount  when 
a  child  is  born,  change  it  to  a  lower 
amount  after  he  graduates  from  college; 
switch  from  whole  life  to  cheaper  term 
when  you  can't  afford  the  higher  premi- 
um but  need  more  coverage;  switch  back 
to  whole  life  again  when  you  get  a  raise 
and  can  afford  it;  cut  down  to  the  short- 
est (and  so  cheapest)  term  you  can  get 
w  hen  you  lose  your  job  and  pump  it  up 
again  when  you  get  a  new  job. 

That's  what  Bankers'  new  policy  can 
do.  After  all,  it's  basically  just  a  calcula- 
tion and  a  stroke  of  the  pen,  right? 
Wrong,  of  course.  Insurance  companies 


are  so  inundated  with  paperwork,  with 
billions  of  calculations  and  pen  strokes, 
that  they  long  ago  had  to  standardize 
their  policies  just  so  their  clerks  could 
cope  with  it  all.  That  doesn't  trouble  the 
insurance  agent:  He's  glad  to  solve  your 
problem  by  selling  you  a  new  insurance 
policy.  After  all,  he  gets  55%  of  the  first- 
year  premium  on  a  whole-life  policy, 
35%  if  it's  term.  He  gets  very  little — 
about  7% — of  later  premiums.  So  the 


Actuary  Meets  Computer:  Bankers'  top  actuary, 
C.  L.  Trowbridge,  helped  develop  the  key  to  adjust- 
able insurance:  computerize  the  actuarial  workload 


average  policyholder  winds  up  owning 
six  different  policies  during  his  lifetime. 
That's  six  happy  insurance  agents,  but 
the  customer  takes  it  on  the  chin  with  all 
those  commissions. 

Bankers  figured  that,  given  the  right 
program,  a  computer  could  handle 
10, (XX)  unique  policies  and  handle  the 
changes  and  updating  in  the  same  time  it 
spends  on  20.000  standardized  ones.  It's 
much  easier  with  the  machine. 

That  meant  it  was  possible  to  develop 
a  new  kind  of  policy  that  would  work  for 


both  the  insured  and  the  insurer.  The 
customer  would  save  on  some  of  these 
commissions  and  get  a  policy  that  would 
always  fit  his  current  needs.  The  com- 
pany would  charge  a  little  higher  price 
for  building  in  this  flexibility  and  stand  a 
better  chance  of  keeping  the  customer 
when  his  needs  changed 

In  1974  Bankers  was  basuallj  explor- 
ing the  idea  of  writing  the  complex  pro- 
grams needed  to  do  the  job.  Then  man- 
agement discovered  Minnesota 
Mutual,  a  much  smaller  company, 
,  had  already  been  selling  such  a 
policy  on  a  trial  basis  since  1971. 
Bankers  immediately  started  a 
crash  program.  "And  it  was  really 
crash  around  here,"  recalls  John 
G.  Helkenn.  vice  president  in 
charge  of  computer  operations. 
"We  put  25  man-years  into  writing 
the  programs— there's  no  way  you 
could  have  adjustable  life  without 
the  actuarial  program — and  we're 
still  finishing  up  some  parts."  By 
the  end  of  last  year  the  customers 
had  spoken:  Bankers  wrote  16,900 
adjustable  life  policies  in  1977, 
with  a  face  value  of  $500  million. 
Adjustable  policies  account  for 
30%  of  the  $2. 1  billion  a  year  of 
new  individual  life  business  Bank- 
ers is  writing.  "We  hoped  for 
15%,"  says  Robert  Freeman,  vice 
president  in  charge  of  life  insur- 
ance sales.  "This  is  fantastic  for  a 
new  product. 

Bankers  has  been  getting  a  lot  of 
interested  phone  calls  from  com- 
petitors. "Connecticut  Mutual. 
Northwestern  Mutual,  New  En- 
gland Mutual,"  ticks  off  Trow- 
bridge. Then  he  adds,  "The  ques- 
tions they  ask  aren't  very  sophisticated 
yet.  They  won't  be  ready  to  compete  for 
a  while."  "This  should  eventually  be- 
come the  dominant  form  of  individual 
life  insurance.'  says  Robert  N.  Houser, 
.58,  Bankers'  president  and  chief  execu- 
tive. "And  we  have  at  least  a  semimono- 
poly  for  the  next  sev  eral  years." 

A  top  actuary  at  another  large  insur- 
ance company  expresses  the  predica- 
ment of  the  competition.  "In  theory,  an 
adjustable  policy  could  and  should  re- 
place all  your  other  policies.  It  can  be1. 
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come  them.  A  great  concept,"  he  moans; 
"the  problem  is  carrying  it  out." 

This  near-revolution  comes  from  a 
company  that,  with  no  trouble  at  all, 
could  have  become  the  classic  stodgy, 
incestuous  insurance  company.  As  a  mu- 
tual company,  Bankers  technically  be- 
longs to  its  policyholders;  in  fact,  its 
management  and  board  of  directors  are 
self-appointed  and  self-perpetuating. 
Everyone  in  top  management  has  been 
with  the  company  20,  30  or  even  40 
years.  More  than  a  few  have  worked  at 
Bankers  their  entire  business  careers. 
Many  of  them  came  from  the  surround- 
ing Iowa  countryside  or  from  small  towns 
elsewhere  in  the  Midwest  to  Des 
Moines.  The  company  thinks  of  itself  as 
"technically  oriented,"  which  means  that 
the  last  six  presidents  came  up  through 
the  actuarial  department.  It  is  so  cau- 
tious that,  to  avoid  the  intimation  of 
nepotism,  the  company's  personnel  poli- 


. .  A  computer  could  han- 
dle 10,000  unique  policies  . . . 
in  the  time  it  spends  on  20,000 
standardized  ones  . . ." 


cy  forbids  hiring  even  first  cousins. 

Bankers  works  hard  to  keep  itself  from 
becoming  inbred.  "We  strive  for  a  hori- 
zontal structure,"  explains  Chief  Execu- 
tive Houser,  "with  decision-making 
spread  around  the  company  and  very  few 
layers  of  management.  Our  basic  philos- 
ophy is  the  head  of  a  department  is 
supposed  to  have  the  sense  to  know 
when  he  is  impacting  on  another  part  of 
the  company,  and  he  has  the  responsibil- 
ity to  deal  with  that  himself.  Half  the 
time  I  don't  know  what  they're  doing, 
and  I  don't  care  to  know. 

"If  somebody  can't  handle  a  problem, 
of  course  he's  encouraged  to  ask  for  help 
before  it  gets  big."  And  if  he  doesn't,  the 
network  of  relationships  that  has  devel- 
oped militates  against  hiding  any  secrets. 

Houser  will  tell  you  the  Des  Moines 
location  is  an  advantage:  "People  seem  to 
buy  the  concept  out  here  that  if  you're 
paid  a  living,  you  work  for  a  living,  espe- 
cially at  the  clerical  level.  An  eastern  life 
company  I  know  opened  an  office  out 
here  and  saw  a  25%  productivity  in- 
crease over  their  home  office." 

Houser  worries  about  the  future, 
though.  "My  biggest  fear,"  he  confides, 
"is  that  we  are  growing  so  large  that  our 
traditional  openness  may  not  be  enough 
to  keep  the  communications  open.  We 
have  over  2,200  people  here  at  the  head- 
quarters now.  I  don't  have  an  answer  to 
that  problem." 

So  it's  no  accident  his  chosen  succes- 
sor is  John  R.  Taylor,  executive  vice 
president  since  1973,  who  now  functions 
as  chief  operating  officer.  Taylor  is  tall, 


WESTERN'S  THE  ONE. 

The  one  that  never  takes  a  vacation.  Year  'round,  we 
supply  the  nations  business  firms  with  proficient  tempo- 
rary personnel. 

The  one  that  makes  sure  its  employees  need  little,  if 
any,  on-the-job  training.  We  constantly  upgrade  our  re- 
cruiting, interviewing,  testing,  and  quality  control  pro- 
cedures. 

The  one  that  provides  the  most  qualified  temporary 
help  available.  We  match  our  employees'  proven  abili- 
ties to  customers'  specific  needs. 

We're  in  the  white  pages.  And  with  140  offices  nation- 
wide, Western  Personnel  Coordinators  are  as  near  as 
your  telephone.  They're  ready  to  show  you  why  Western 
should  be  the  Number  One  supplier  of  temporary  help 
for  your  firm  this  summer.  Call  today. 

Western  girl. 

A  Division  of  Western  Temporary  Services,  Inc. 

Corporate  Headquarters: 
101  Howard  St..  San  Francisco,  Ca.  94105 


A  ChanceTb  Smell  The  Roses 


The  Kentucky  Derby  is  (he  supreme  victory  all 
thoroughbred  owners  covet.  This  great  horse  race, 
also  referred  to  as  "The  Run  For  The  Roses", 
olfcrs  the  winning  owner  thrills,  excitement,  and 
pride  of  ownership  equivalent  to  other  great 
sporting  victories  of  the  world. 

Bloodstock  Agents  Association.  Inc.  will  sponsor 
a  one  day  seminar  on  investing  in  the  breeding  and 
racing  of  thoroughbred  horses.  This  will  be  a 
candid  appraisal  of  the  industry  as  related  to  the 
potential  investor's  opportunities  with  a  properly 
structured  program,  employment  of  professional 
advisors,  and  utilization  of  the  taxable  benefits 
enjoyed  by  the  industry,  The  bittersweet  moments 
of  ownership  one  may  expect  to  experience  in  this 
dynamic  and  exciting  field  of  investment  will  also 
be  a  part  of  the  program. 

As  the  seminar  will  accommodate  only  a  limited 
number  of  persons,  interested  parties  arc  advised 
to  inquire  early  to  insure  participation: 


Bloodstock  Agents  Association,  Inc. 
P.O.  Box  445 

Middleburg.  Virginia  221 17 

Please  forward  additional  information  with 
application  to  your  seminar  on  May  19,  1978  in 
Washington,  D.C. 

A  registration  fee  of  $100  will  be  required  with 
the  returned  application  form:  includes  seminar, 
lunch  and  social  hour. 


Addict 

Ciiy 

Slnlc 

Zip 
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Honda  Automobile 
Media  Imperatives,  j 


TV  or  not  TV  isn't  the  question. 
And  magazines  and  only  magazines  isn't  the  answer. 


As  automotive  advertising  budgets 
go,  Honda's  is  none  too  big. 

But  when  it  comes  to  advertising 
effectiveness,  it's  second  to  no  one's. 

Since  American  Honda  and 
Needham,  Harper  &  Steers/West 
began  a  national  advertising 
program  of  equal  emphasis  on 
television  and  magazines,  Honda  has 
leaped  from  43,000  units  sold  in  1974 
to  150,000  units  sold  in  1976  to  220,000 
sold  in  1977. 

And  1978  looks  even  better. 

According  to  Honda's  Advertising 
Manager,  Ray  Romano,  the  main 
reason  for  the  50/50  split  between 
magazines  and  television  is,  ". .  .  our 
research  shows  that  the  import  car 
buyer  is  a  heavy  reader  of 
magazines,  but  a  low  viewer  of. 
television.  Besides,  they  are 
discriminating  buyers  who  look  to 


magazines  for  detailed  product 
information."  In  other  words,  Honda 
has  an  eye  for  television  and  an  eye 
for  magazines  to  get  the  most 
mileage  among  the  most  customers. 

And  American  Honda  is  not  alone. 
In  the  first  half  of  1977,  70  of  the  top 
100  advertisers  increased  their 
magazine  advertising  investments. 

The  increases  for  31  of  these 
leading  companies  were  at  least 
50  percent.  And  the  increases  for  15 
of  them  were  100  percent  or  more. 

Each  of  these  top  advertisers  has 
its  own  reasons  for  increasing  its  use 
of  magazines.  And  one  of  them  is 
simple  enough.  Magazines  offer  the 
kinds  of  readership  and  salesmanship 
that  can  help  sell  anything  from  a 
consumer  product  to  a  corporate  idea. 
For  American  Honda.  For  anyone. 

If  your  company  and  your  agency 


wish  to  re-evaluate  the  power  of 
television  and  the  strength  of 
magazines,  a  new  research  concept 
can  help  you  determine  an  effective 
media  balance  based  on  media  and 
market  potential. 

The  concept  is  the  Media 
Imperatives'".  And  it  can  help  you 
draw  the  line  between  two  kinds  of 
prospects — the  Television  Imperatives 
who  are  big  on  TV  and  not  so  big 
on  magazines  and  the  Magazine 
Imperatives  who  are  big  on 
magazines  and  not  so  big  on  TV. 

For  a  Telmar  computer  run  based 
on  your  prospects  and  using  either 
Simmons  or  T.G.I,  data,  simply  write: 
Magazine  Publishers  Association  Inc. 
575  Lexington  Avenue 
New  York,  New  York  10022 


P  I  B  .  L.N  A  and  W  R  Sir 


The  Television  Imperatives  represent 
3,091,000  new  import  car  buyers. 


The  Magazine  Imperatives  represent 
5,455,000  new  import  car  buyers. 


handsome,  still  almost  boyish  at  51,  and 
a  consummate  diplomat.  "If  I  have  any 
talent,"  he  says,  being  disarmingly  mod- 
est, "it  is  being  able  to  get  people  in 
different  parts  of. the  company  to  work 
together  and  agree  on  what  to  do." 

Bankers  has  been  doing  well  in  other 
segments  of  the  business  lately,  too.  It  is 
eighth  among  insurance  companies  in 
the  pension  business  and  has  doubled  its 
volume  in  the  last  three  years.  That's 
because  it  was  ready  with  an  array  of 
plans  for  desperate  employers  when 
Congress  passed  the  Employees'  Retire- 
ment Income  Security  Act.  ERISA  has 
been  a  bonanza  for  Bankers  Life.  Com- 
pliance problems  overwhelmed  employ- 
ers with  small,  do-it-yourself  plans.  They 
needed  help,  and  Bankers'  computer 
systems  had  already  been  set  up  to  han- 


. .  'We  think  the  next  big 
growth  area  for  employee 
group  benefits  is  home-own- 
ers' and  auto  insurance' . . .' 


die  plans  economically  with  as  few  as  five 
employees. 

Moreover,  many  employers  had  be- 
come dissatisfied  with  the  investment 
results  from  the  banks  who  handle  two- 
thirds  of  the  pension  business.  They 
were  attracted  to  Bankers  because  it  has 
one  of  the  best  investment  return  rec- 
ords around.  So  too  were  several  compa- 
nies with  $l(X)-million-plus  plans  who 
wanted  to  switch  from  a  single  manager 
to  a  system  of  parceling  business  out  to 
several  different  institutions.  The  result 
for  Bankers:  over  $500  million  in  pension 
premiums  a  year. 

Taylor,  like  his  boss,  also  looks  ahead, 
but  his  vision  is  a  little  different.  "Obvi- 
ously, we  can't  continue  the  30%  annual 
growth  of  the  last  few  years,"  he  says. 
"But  we  can  sustain  10%. 

"We've  started  a  small  property  and 
casualty  business,  because  we  think  that 
will  be  the  next  big  growth  area  for 
employee  group  benefits,  especially 
homeowners'  insurance  and  auto  insur- 
ance. Think  about  it.  They're  both  mass 
markets,  and  we  can  realize  important 
economies  going  through  employers  for 
the  business,  using  our  group  approach." 

Bankers  is  even  looking  beyond  insur- 
ance. Taylor  says:  "Ultimately,  we'll 
have  to  recognize  that  the  insurance 
business  is  a  mature  industry.  Overall,  it 
probably  can't  grow  much  faster  than 
GNP  plus  inflation,  and  we'll  have  to  go 
into  other  people's  areas — like  the 
S&Ls.  When  we  pay  off  a  life  policy,  the 
proceeds  are  often  invested,  not  spent. 
There  ought  to  be  some  way  we  can  get 
people  to  leave  it  with  us  for  investment 
instead.  I  don't  know  how  yet,  but  we're 
working  on  it."  ■ 
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The  Blue-Moon  Blues 


Another  Xerox?  Another  DEC?  If  anything  looked  like  it,  it  was  Telenet. 
It  could  still  be,  but  time  is  running  out. 


Tiny  Telenet  Communications  Corp. 
probably  has  as  much  going  for  it  as  any 
new  venture  capital  company  in  years.  It 
is  pioneering  an  important  new  technol- 
ogy'— "packet  switching" — with  a  vast 
potential  market.  It  has  a  chief  executive 
who  probably  knows  more  about  the 
subject  than  any  other  man  in  the  world. 
It  has  sophisticated  backers  like  Besse- 
mer Securities,  The  Palmer  Organiza- 
tion and  Time  Inc. 

But  Telenet  is  fighting  for  its  life.  Two- 
and-a-half  years  after  its  founding,  amid 
predictions  it  would  eventually  be  a  bil- 
lion-dollar company,  it  has  consumed 
$21  million  in  startup  capital,  $3  million 
in  debt  and  $18  million  in  equity.  Its 
1978  revenues  at  best  will  be  about  $12 
million,  and  its  management  can  hope 
for  no  more  in  the  way  of  profit  than  that 
it  just  might  begin  to  show  a  month-by- 
month  profit  by  early  1979. 

Telenet  has  the  first  commercial  FCC- 
approved  packet-switching  system  in  the 
U.S.  Packet  switching  is  a  U.S.  govern- 


ment-developed technique  using  mini- 
computers and  special  software  to  break 
up  data  from  customer's  computers  and 
terminals  into  small  packets  of  electronic 
information,  sending  each  by  the  fastest 
available  circuits  (satellite,  microwave  or 
cable),  then  reassembling  the  packets  for 
the  user. 

By  1985  the  total  market  for  this  kind 
of  service  could  be  $4  billion  to  $5  bil- 
lion, requiring  such  economies  of  scale 
that  room  will  exist  for  only  three  to  six 
companies.  Telenet  Chairman  Lawrence 
G.  Roberts  and  President  Anthony  A. 
Barnett  have  reason  to  believe  two  of 
those  companies  will  be  American  Tele- 
phone &  Telegraph  Co.  and  Internation- 
al Telephone  &  Telegraph  Corp.  But 
that  doesn't  scare  them  as  much  as  what 
lies  just  ahead;  if  Telenet  can  get  by  the 
next  few  years,  they  say,  it  will  be  big 
enough  to  take  on  anybody. 

The  key  to  packet  switching's  potential 
is  that  it  doesn't  require  complicated 
new  transmission  facilities;  it's  designed 


Telenet's  Tony  Barnett  (left)  And  Larry  Roberts:  On  schedule  in  number  of 
customers,  but  behind  in  revenues  and,  more  important,  behind  in  profits. 


to  be  an  extension  of  existing  equipment, 
mainly  AT&T's. 

ITT  has  already  announced  it  will  set 
up  a  24-city  packet-switching  network 
next  year.  From  leaks  inside  AT&T, 
Roberts  says,  he  knows  Ma  Bell's  top 
management  is  considering  a  similar  pro- 
posal. Since  Telenet's  present  81 -city 
network  operates  mainly  over  Bell  Sys- 
tem lines,  an  AT&T  network  would  put 
the  burden  of  proof  on  Telenet  to  prove 
it  can  make  better  use  of  Bell's  equip- 
ment than  can  Bell  itself. 

But  if  his  tiny  company  can  get  in  the 
black  early  next  year,  says  Roberts,  it 
will  probably  be  ready  for  the  giants.  By 
1982  Roberts  wants  revenues  to  be  at 
least  $100  million,  and  that,  he  says,  "is 
much  more  important  than  reaching  that 
billion  whenever.  A  hundred  million  is 
what  I  call  the  safety  level,  where  I'm 
sure  we  have  the  business  base  to  sur- 
vive no  matter  who  comes  in  or  what 
they  do  to  us." 

Initially  Telenet's  founders  expected  it 
would  be  profitable  by  this  time,  and 
many  times  larger.  "It's  a  year  behind  in 
sales  growth — at  least,"  says  Stephen  R. 
Levy,  president  of  the  consulting  firm 
Bolt,  Beranek  &  Newman. 

Levy  should  know.  Not  only  did  he 
make  his  company  the  founding  force 
behind  Telenet  (Forbes,  Nov.  15, 
1975),  he  has  bet  its  entire  future  on 
Telenet's  success. 

Roberts  got  the  idea  of  commercial 
packet  switching  when  he  was  director  of 
information-processing  techniques  for 
the  Advanced  Research  Projects  Agency 
of  the  Defense  Department,  but  was 
turned  down  by  AT&T  and  many  others. 
On  his  own  Levy  made  his  BB&N  the 
founder,  became  Telenet's  first  chair- 
man, rounded  up  the  other  investors  and 
hired  Roberts.  He  also  sold  off  BB&N's 
interests  in  three  other  past  venture  cap- 
ital startups  to  help  raise  money. 

Now  Telenet's  chronic  losses  have 
made  many  of  Levy's  own  stockholders 
unhappy.  After  27  years  in  the  black, 
BB&N  has  lost  money  for  the  last  2V2 
years,  largely  because  of  its  29%  consoli- 
dated share  of  Telenet's  deficits.  At  a 
recent  price  of  $6,  BB&N's  shares  on  the 
American  Stock  Exchange  sold  for  only 
$1.5  million  more  than  the  $6  million  its 


106 


FORBES,  APRIL  17,  1978 


dance, 
ibility 

maturity. 

tat's  what 
ought  White 
msolidated 
re  record 
ars  in  a  row. 

vVe're  particularly  pleased 
our  record  performance 
77  because  it  was  a 
ult  year  for  a  number  of 
:ey  markets. 

It  was  a  year,  for  example, 
saw  the  Canadian 
omy,  an  important  area 
Lir  major  appliance 
less,  slump  badly.  The 
cets  for  our  steel  mill 
ninery  and  equipment, 
Dur  textile  machinery 
lined  depressed.  And  the 
re  weather  and  energy 
id  problems  of  the 
quarter  in  1977  hurt 
less. 

Certainly,  the  past  five 

as  everyone  who  reads 
cnows  very  well,  was  a 
d  to  test  the  mettle 


of  any  company.  So  our  pleas- 
ure is  compounded  when  we 
look  at  these  past  five  years 
of  record  performance. 

Because  it  offered  such 
a  severe  test,  this  period 
speaks  well  for  the  maturity 
White  Consolidated  has  now 
achieved. 

Not  that  this  guarantees 
identical  records  in  the  next 
five  years.  But  it  does  speak 
well  for  the  balance  and 
stability  we're  getting  from  our 
two  groups  of  companies  that 
serve  the  needs  of  two 
totally  different  marketplaces: 
the  consumer  market,  princi- 
pally with  major  home 
appliances  (we're  now  the  third 
largest  manufacturer  of  major 
home  appliances);  and  the 
industrial  market  where  we 
sold  some  $525  million  worth 
of  heavy  machinery  and  other 
equipment  in  1977. 

White  Consolidated  is 
a  very  interesting  company 
today.  And  our  new  annual 
eport  examines  it  with  a  fresh 
erspective  and  in  unusual 
epth. 

Write  Ron  Fountain, 
Director  of  Investor  Relations, 
for  a  copy.  We'd  like  you  to 
have  one. 

White  Consolidated 
Industries,  Inc 

Cleveland,  Ohio  44111 


Faces  Behind  The  Figures 


The  Ultimate 
Investment 

When  declines  in  earnings  force  corpo- 
rate managers  to  pare  costs,  almost  in- 
evitably the  first  item  cut  is  research  and 
development,  because  it's  easy  to  do  and 
probably  won't  affect  next  year's  figures. 
But  it  is  also  dangerous,  says  John  G. 
Brookhuis,  Dutch-born  president  of 
American  Hoechst  Corp.,  a  major  syn- 
thetic fibers,  plastics,  chemicals  and 
pharmaceuticals  maker.  "B&D  is  more 
important  than  immediate  profits." 

Last  year  Hoechst's  earnings  on  $810- 
million  revenues  were  only  $13  million, 
down  from  $17  million  the  year  before 
mainly  because  of  the  depressed  syn- 
thetic fibers  business.  Instead  of  looking 
for  the  easy  way  out,  Brookhuis  boosted 
B&D  expenditures  from  $10  million  in 
1973  to  $30  million  in  1977,  and  this  year 
he'll  spend  $35  million,  about  5%  of 
projected  sales  (compared  with  an  aver- 
age of  2.7%  for  the  chemical  industry). 

Half  of  Brookhuis'  B&D  money  is  di- 
rected at  pharmaceuticals,  which  already 
contribute  some  16%  of  American 
Hoechst  sales  with  such  products  as  La- 
six, the  leading  U.S.  diuretic,  and  such 
new  offerings  as  Streptase  (an  anti-blood 
clotter)  and  Topicort  (skin  clearance). 

The  Bridgewater,  N.J.  company  is  a 
major  subsidiary  of  Germany's  Hoechst 
Group,  a  $10-billion  chemical  and  drug 


Act  Of  Faith:  John  Brookhuis  pours  mon- 
ey into  R&D  even  when  profits  drop;  it's 
his  way  of  getting  them  back  up. 


leviathan  with  a  $400-million  B&D  bud- 
get of  its  own. 

Though  the  parent's  attitude  toward 
B&D  gives  him  an  advantage,  Brookhuis 
finds  the  fact  that  big  U.S.  companies 
have  let  their  research  spending  slide  a 
worrisome  one.  "The  U.S.  government 
should  be  more  concerned,"  he  says. 
"Why  not  allow  companies  a  tax  credit 
for  research?  That  way  they  can  take  an 
investment  credit.  After  all,  isn't  B&D  a 
form  of  capital  investment?"  ■ 


Lawsuit  Of  A  Lifetime 

Considering  the  iffy  profit  history  of 
Berkey  Photo,  the  company  could  well 
have  gone  bankrupt  in  any  of  the  past 
four  years.  Then  its  law  firm,  Parker, 
Chapin,  Flattau  &  Klimpl,  would  have 
been  just  another  creditor  standing  in 
line.  Instead,  according  to  legal  sources, 
the  firm  stands  to  collect  a  fee  of  as  much 
as  $25  million.  A  team  of  its  lawyers 
headed  by  Alvin  M.  Stein,  may  bring 
that  in  for  its  work  in  Berkey's  five-year- 
old  antitrust  suit  against  Eastman  Kodak 
for  monopolizing  parts  of  the  amateur 
photography  industry.  Last  month,  the 
court  awarded  Berkey  a  staggering  $113 
million. 

The  case  was  unusual  in  two  respects: 
First,  a  private  litigant  doesn't  usually 
bring  an  antitrust  case  to  court — the  gov- 
ernment does,  because  it's  nearly  impos- 
sible to  force  companies  to  reveal  their 
market  shares  prior  to  litigation.  'Kodak 
people,  including  the  chairman,"  Stein 
says,  "testified  that  the  information  was 
kept  in  a  lockbox,  and  not  even  the 
chairman  knew  the  contents.  But  we 
finally  got  that  information  out  of  them." 
It  showed  that  in  1976  Kodak  had  an  85% 
share  of  the  market  in  conventional  ama- 
teur film;  60%  of  color  paper;  and  .53%  of 
mass-market  cameras. 

Second,  the  case  was  tried  before  a 
jury  at  Kodak's  request.  "It  meant  that 
the  arguments  were  more  emotional  and 
flamboyant,"  Stein  says.  "When  some 
witnesses  were  asked  only  who  Kodak's 
competitors  were,  they'd  say  Fuji  of  Ja- 
pan, ominously  stressing  the  of  Japan. 
They  wanted  to  make  jobs  the  issue." 

What  if  the  verdict  in  Stein's  case  is 
not  sustained  on  appeal?  After  all,  Stein's 
firm  has  already  expended  a  great  deal  in 
time,  money  and  effort  on  the  case. 
Well,  he  insists  that  he  won't  end  up  like 
attorney  Floyd  Walker  who  represented 
Telex  against  IBM  on  a  contingency  basis 
and  wound  up  with  nothing.  "If  we 
should  be  overturned,"  Stein  says,  "then 
it's  simply  a  matter  for  negotiation  be- 


tween counsel  and  client."  But  because 
of  professional  pride,  it  would  be  more 
satisfying  to  have  the  money  come  from 
Kodak  than  from  Berkey.  And  there 
would  be  a  lot  more  of  it  that  way,  too.  ■ 


High  Roller:  Lawyer  Alvin  Stein's  gam- 
ble that  he  could  beat  Kodak  in  court 
may  win  him  up  to  $25  million. 


Lying  At  Anchor 

Secretary  of  the  Navy  W.  Graham 
Claytor  Jr.,  66,  knows  that  in  govern- 
ment as  in  business  you've  got  to  tread 
carefully  with  your  boss.  So  the  former 
head  of  the  Southern  Railway,  one  of  the 
nation's  most  profitable,  last  month  criti- 
cized not  Secretary  of  Defense  Harold 
Brown  but  his  aides  for  scuttling  more 
than  half  the  new  ships  Claytor  wanted 
from  the  Defense  budget.  "They  use 
systems  analysis  as  a  cover  for  what  is 
really  subjective  judgment,"  he  told  an 
audience  at  the  Naval  War  College.  But, 
more  diplomatically,  he  told  Forbes: 
"Our  shipbuilding  budget  is  definitely 
too  low,  but  we  can  live  with  it  because 
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When  advertisers  invest  $40  million  more  in 
TIME  per  year  and  readers  buy  40%  more  copies 
each  week  than  any  other  news  magazine,  there 
have  to  be  some  reasons.  One  is  the  magazines 
never-ending  commitment  to  innovation.  The 
news  magazine  format  itself  is  a  TIME  inven- 
tion, begun  55  years  ago  and  widely  copied  in 
this  country  and  around  the  world.  And 
whether  improvements  on  the  basic  invention 
have  taken  the  form  of  greater  use  of  color  or 
fresh  graphics  or  new  editorial  departments  or 
inventive  ways  to  ferret  out  and  tell  a  story, 
TIME  most  often  sets  the  pattern  that  others 
follow.  For  advertisers,  TIME  continues  to  pro- 
vide an  array  of  advertising  availabilities  and 
marketing  information  and  expertise  un- 
matched by  any  other  publication.  All  of  which 
supports  a  basic  premise  at  TIME:  If  you  con- 
tinue to  give  people  something  more,  some- 
thing better,  youll  continue  to  stay  out  in  front. 


Faces  Behind  The  Figures 


Navy  Blues:  The  Defense  Department  has  decided  to  pare  the  Navy's  capital 
spending,  and  Secretary  of  the  Navy  W.  Graham  Claytor  Jr.  isn't  happy  about  it. 


it's  really  what  we  call  in  business  a 
capital  expenditure,  an  expenditure  that 
can  vary  enormously  from  year  to  year. 
In  1975,  when  the  Southern  was  going  to 
hell,  we  just  cut  capital  expenditures  to 
the  bone.  We  couldn't  have  kept  it  at  the 
bone  for  five  years,  but  we  could  for  one. 
In  the  same  way,  we  can  live  with  our 
naval  shipbuilding  budget  for  a  while  as 
long  as  we  shift  it  up  again  soon." 

Clay  tor's  sensitive  forcefulness  can  be 
attributed  to  his  background.  Born  to  an 
early  family  of  Virginia  and  educated  at 
the  Harvard  Law  School,  he  served  as 
law  clerk  to  Learned  Hand  and  Louis  D. 
Brandeis,  later  became  a  partner  in  the 
powerful  Washington  law  firm  of  Cov- 
ington &  Burling.  (His  service  during 
World  War  II  makes  him  the  only  Secre- 
tary of  the  Navy  ever  to  have  command- 
ed a  commissioned  vessel.)  In  1967  he 
took  over  the  Southern. 

Claytor  finds  management  decisions 
harder  to  implement  in  government.  In 
Congress  he  has  the  equivalent  of  535 
outside  directors  to  placate.  So  while  he 
could  easily,  say,  cancel  a  supplier  con- 
tract at  the  Southern,  he  now  needs 
congressional  approval.  "It's  very  diffi- 
cult to  carry  out  a  sensible  decision  in 
government,"  Claytor  says,  "because 
your  decision  is  either  against  the  law  or 
politically  impractical."  Judgment  deci- 
sions are  especially  hard  to  get  through. 

Claytor  feels  the  government  would 
benefit  from  some  bureaucratic  shrink- 
age, but  doesn't  think  that  adding  busi- 
n<  ssmen  would  necessarily  make  it  more 


efficient.  "There  have  been  some  very 
stupid  admirals  and  generals,"  Claytor 
says,  "but  there  are  top  people  in  busi- 
ness that  I,  as  a  citizen,  wouldn't  want  in 
government — they're  incompetent."  ■ 


Give  Us  A  Look! 

It's  only  a  small  favor  that  Frederick  H . 
Henderson  III  is  asking.  He  would  like 
the  National  Aeronautics  &  Space  Ad- 
ministration to  pay  the  same  attention  to 
miners  and  oilmen  that  it  pays  to  farm- 
ers. He  figures  it  would  cost  die  taxpay- 
ers only  about  $100  million. 

Henderson  is  president  of  Ceosat,  a 
group  funded  by  more  than  60  oil  mining 
and  aerospace  companies,  including 
Exxon,  General  Electric  and  Amax.  It 
wants  NASA  satellites  to  collect  more 
data  that  is  useful  to  oil  and  mineral 
prospectors.  Two  of  the  LANDSAT  sat- 
ellites that  could  have  done  the  job  are 
already  in  orbit,  but  another  is  sched- 
uled for  1981.  They  cost  over  $.50  million 
each  and  can  scan  every  inch  of  the  earth 
every  18  days,  using  infrared  photogra- 
phy to  produce  color-coded  maps.  Most 
of  NASA's  customers  for  the  maps  are 
governments,  which  use  them  for  water 
and  crop  surveying. 

But  Geosat  members  are  not  getting 
the  information  they  want  on  geologic 
structures  and  rock  and  soil  types.  They 
are  urging  NASA  to  add  radar,  stereo- 
scopic equipment  and  more  sophisti- 
cated cameras  and  mappers,  which  Hen- 


derson says  are  crucial  for  halting  the 
"decade  of  declining  U.S.  discoveries." 

So  far,  Henderson,  an  unpretentious 
Californian  with  a  Harvard  doctorate  in 
economic  geology,  has  not  been  very 
successful  in  winning  NASA  over  (one 
proposal  accepted,  three  turned  down). 
"They  keep  trying  to  pin  us  down  on 
exactly  how  much  more  we're  going  to 
find,"  he  says.  "But  you  will  never  find 
an  actual  mine  with  LANDSAT.  It  would 
just  improve  preliminary  reconnaissance 
for  an  industry  saving  of  about  $250  mil- 
lion a  year."  Henderson  says  the  extrac- 
tive industries  might  be  willing  to  pay  for 
LANDSAT  improvements — provided 
there's  a  business  advantage  in  it,  like 
keeping  the  data  to  themselves  for  six 
months — but  NASA  disapproves. 

So  Henderson  is  trying  a  different  ap- 
proach. Like  the  West  Virginia  town 
which,  when  refused  state  aid,  asked  the 
Soviet  Union  for  funds  to  build  a  bridge, 
he  went  to  Europe  last  month  to  make 
his  pitch  to  the  European  Space  Agency 
and  to  French  space  officials.  They  are 
already  planning  to  launch  a  satellite  in 
1983  that  will  incorporate  some  of  Geo- 
sat's  proposals.  ■ 


Nagging  NASA:  Frederick  Henderson's 
mission  is  simple:  get  the  government  to 
rebuild  its  satellites. 
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Who  profited  from  fcP's  re 

Say  hello  to  Susa 


She  stopped  just  long  enough  to 
grab  a  cup  of  coffee  and  glance 
through  the  financial  pages.  And 
Susan  Trullinger  liked  what 
she  saw. 

Louisiana-Pacific  sales  at  the 
end  of  the  fourth  quarter  had 
jumped  to  an  all  time  high  of 
$794.5  million.  Better  yet,  we 


had  shown  a  7.6  percent  return 
on  those  dollars. 

That  was  good  news.  Because 
as  co-publisher  of  a  local 
magazine,  Susan  is  in  a  highly 
speculative  business.  She  looks 
to  her  investments  for  security. 

As  a  result,  not  much  we  do 
escapes  her  critical  eye.  She 
reads  our  quarterly  and  annual 

reports.  Votes  at  every 
stockholder 
meeting. 


Although  Susan  Trullinger  i 
far  from  being  our  largest 
stockholder,  she  is  still  the  onj 
we  have  to  answer  to.  Becausj 
along  with  some  76,000  otheij 
Susan  has  invested  her  hard 
earned  dollars  and  bought  a  pi 
of  this  company.  So  it's  up  to  i 
to  make  sure  that  her  investnl 
pays  off. 


That's  why  we  care  about 
profits,  earnings,  dividend 
growth.  That's  why  we  and  evj 
other  business  in  America  con 
cern  ourselves  with  bottom  li 
performance. 

It's  our  job  to  help  the  foresj  ( 
work  for  people  ...  by  product 
lumber,  particleboard,  hard-  J 
board,  plywood,  sidings,  venej 
millwork,  moulding,  windows! 
doors,  pulp  and  chips. 

In  case  you  haven't  been 
following  our  progress  as  closl 
as  Susan  Trullinger,  here's  hoj 
we  fared  in  1977: 


rd  sales  of  $794,500,000? 
hdlinger. 


ales,  as  we  mentioned,  hit 
>rd  levels  last  year  —  up  41 
ent  —  while  net  income  rose 
9  percent.  Much  of  that  was 
result  of  a  resurgence  of  the 
sing  market.  New  starts 
:hed  1.99  million,  almost  20 
:ent  above  predictions.  And 
sparked  demand  for  virtually 
ur  building  materials, 
year's  end,  we  had  earned 
million  on  sales  of  $794.5 
on  for  a  return  of  7.6  percent, 
compares  to  the  previous 
when  we  earned  $40  million 
return  of  7.2  percent  on 
» of  $562  million. 


Funds  generated  from  oper- 
ations climbed  to  $133.7  million 
in  1977,  up  41  percent  over  the 
previous  year. 

Net  income  per  share  was 
$2.19  for  the  year,  compared  to 
$1.48  for  the  previous  year. 

While  all  that  was  going  on, 
we  also  were  able  to  fund  ex- 
penditures of  $70  million  for 
plant  additions  and  improve- 
ments and  $22  million  for 
additional  timber  and 
timberlands. 

Susan  Truilinger  and  other 
stockholders  learned  at  mid-year 
that  we  had  increased  our 
dividend  to  $.40  per  share, 


double  the  previous  payout,  and 
continued  our  annual  two  percent 
stock  dividend. 

If  you  would  like  all  the  details 
on  Louisiana-Pacific's  perform- 
ance last  year,  write  for  a  free 
copy  of  our  annual  report  to 
G.  R.  Griffin,  Director  — 
Corporate  Communications, 
Louisiana-Pacific,  1300  South- 
west Fifth,  Portland,  OR.  97201. 


VP 


Louisiana-Pacific 

Helping  the  forest  work  for  people 


Faces  Behind  The  Figures 


Watched  Watch 

The  more  expensive  the  wristwatch 
these  days  the  iess  likely  it  is  to  have 
numbers  on  its  face.  "So  it's  seven  dia- 
monds past  two,"  says  President  Robert 
Pliskin,  of  Longines-Wittnauer  Watch 
Co.  "Who  cares?  If  you  can  afford  a 
watch  like  this,  you  can  have  someone 
running  behind  you  telling  you  what 
time  it  is."  Actually,  the  joke  is  no  joke. 
Pliskin's  watch,  the  Cantata,  which  costs 
$1,800,  is  the  Longines  gold  line's  best- 
seller,  and  in  part  accounts  for  the  fact 
that  Longines-Wittnauer  scored  a  16% 
gain  in  profits  last  year.  This,  while  Bu- 
lova  had  a  third  straight  loss,  and  after 
Benras,  Elgin  and  Hamilton  had  practi- 
cally dropped  out  of  the  running. 

While  such  companies  were  compet- 
ing against  the  likes  of  Texas  Instruments 
and  a  crowd  of  other  entrants  into  the 
cheap  digital  watch  business,  Longines- 
Wittnauer  stressed  luxury  for  the 
masses.  "What  used  to  be  called  the 
carriage  trade  now  encompasses  one  hel- 
luva lot  more  people,"  Pliskin  says. 
"When  a  plumber  is  making  $22  an  hour 
or  a  truck  driver  has  an  income  of 
$27,500,  I  say  he's  my  customer.  We 
were  the  first  in  the  watch  business  to 
realize  that  such  people  will  buy  expen- 
sive products  seen  on  TV."  (TV  ad  bud- 
get for  1978  is  $4  million.) 

Pliskin's  company  markets  two  lines: 
Wittnauers  sell  for  from  $59  to  $150, 
Longines  are  priced  from  $150  to 
$50,000,  with  expansion  geared  for  the 
top  of  the  line.  "When  we  started  adver- 


Wound  Up:  Longines-Wittnauer's  Rob- 
ert Pliskin  is  planning  to  mass-market 
watches  that  cost  more  than  $1,800. 


tising  the  Cantata,"  Pliskin  claims,  "we 
sold  out  our  inventory  of  4.50  in  30  days. 
We  can't  keep  up  with  demand." 

Pliskin  arrived  at  Longines-Wittnauer 
in  1972,  a  year  after  the  110-year-old 
firm  had  been  bought  by  Westinghouse 
Corp.  He  has  since  increased  sales  from 
$28  million  to  over  $40  million.  But  Plis- 
kin won't  be  satisfied  until  Tiffany,  which 
he  believes  is  America's  most  prestigious 
jeweler,  carries  his  lines.  "Our  product 
is  prestigious  and  profitable,  and  those 
are  the  things  Tiffany  would  look  at,"  he 
says.  The  trouble  is,  Tiffany's  Walter 
Moving  may  not  watch  TV.  ■ 

They  Insure  Horses, 
Don't  They? 

It's  a  big  business,  horsebreeding,  with 
big  problems,  such  as  the  outbreak  of 
venereal  disease  that  shut  down  Ken- 
tucky's breeding  farms  last  month.  And 
when  they  have  big  insurance  problems, 
horsebreeders  often  go  to  Big  Ed 
McGrath.  Based  in  Louisville,  with 
Lloyd's  of  London  as  his  underwriter, 
the  6-foot-5-inch,  280-pound  broker 
each  year  sells  equine  insurance  policies 
that  carry  about  $3  million  in  premiums. 
Lloyd's  allows  McGrath  automatically  to 
insure  a  horse  for  $1  million  based  only 
on  an  owner's  phone  call  and  a  mailed 
veterinary  certificate. 

A  few  policies  run  much  more  than 
that,  as  when  McGrath,  51,  once  wrote 
$8  million  of  mortality  insurance  on  star 
stud  What  A  Pleasure.  He's  also  handled 
the  multimillion-dollar  policy  on  Af- 
firmed, the  1977  two-year -old  champion 
and  a  current  Kentucky  Derby  favorite. 
In  fact,  of  the  320  or  so  horses  eligible  for 
next  month's  Derby,  McGrath  has  in- 
sured about  10%.  Not  bad  for  a  onetime 
local  sales  manager  for  Admiral  televi- 
sion who  didn't  even  know  what  an 
equine  policy  was  when  he  went  into  the 
insurance  business  in  1955. 

Typically,  a  200-mare  breeding  farm 
insures  most  of  its  horses  with  a  "limited 
form"  policy  which  covers  loss  by  fire, 
lightning  or  transportation  accident.  A 
more  specific  and  costly  policy  guaran- 
tees a  stallion's  fertility,  and  the  most 
expensive  of  all  is  prospective -foal  cover- 
age. For  this,  breeders  must  pay  a  pre- 
mium equaling  18%  to  20%  of  the  foal's 
value  to  insure  that  it  will  be  born  and 
survive.  Tack  on  a  clause  that  the  mare 
will  get  in  foal  as  well,  and  the  premium 
can  even  go  as  high  as  37%.  Lloyd's  has 
never  liked  the  risk-odds  here,  and  these 
days,  when  widespread  equine  VD  can 
cause  a  mare  to  abort  and  even  go  bar- 
ren, it's  not  soliciting  such  policies  any- 


Policy  Man:  If  your  horse  finds  it  impos- 
sible to  conceive,  Big  Ed  McGrath's  un- 
derwriters will  pay  up. 


where  in  the  U.S.  But  equine  insurance 
is  still  a  good  business,  according  to  Big 
Ed.  "It's  a  helluva  lot  better,"  he  con- 
cedes, "than  writing  insurance  on  six 
automobiles  or  some  Kentucky  Fried 
Chicken  shop."  ■ 


Remnants  To  Riches 

"After  33  years  in  business,  I  became 
an  overnight  success,"  says  David  I.  So- 
fro,  founder  and  still  head  of  the  nation- 
wide 525-store  House  of  Fabrics.  His 
story  started  when  he  was  a  20-year-old 
high  school  dropout  and  traveling  with  a 
carnival.  When  his  father  died,  he  re- 
turned to  North  Adams,  Mass.  to  sup- 
port his  mother  and  four  brothers  by 
selling  fabric  remnants  from  local  textile 
mills.  "After  three  months  I  figured  I 
could  do  better  at  this  than  J.C.  Pen- 
ney," he  says.  In  time  he  had  built  a 
chain  of  five  stores.  In  1946  he  sold  out 
and  moved  to  California,  because,  he 
says,  it  was  better  "than  living  in  the 
Northeast  at  40  below  zero."  In  Los  An- 
geles he  started  his  business  again. 

Sofro's  formula  consisted  of  siting  his 
stores  in  shopping  centers,  then  begin- 
ning to  proliferate,  and  offering  medium- 
priced  yard  goods  and  sewing  notions, 
such  as  thread  and  zippers.  But  in  the 
1960s  when  visible  evidence  of  leisure 
time  became  a  status  symbol,  home  sew- 
ing emerged  as  an  approved  activity  and 
the  retail  fabric  business  exploded. 
Many  newcomers  opened  fabric  shops 
and  many  went  bankrupt,  but  Sofro, 
with  his  33  years  of  plodding,  was  well- 
enough  established  to  go  public  in  1965 
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Own  your  own  piece  of  the  Rockies! 


:ive  years  ago  the  publishers  of  Forbes  Magazine  began 
ffering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
^anch  in  five  acre  minimum  sections  called  Sangre  de  Cristo 
Ranches.  More  than  95%  of  that  land  has  been  purchased 
o  date.  Sangre's  success  exceeds  all  expectations, 
ifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
orbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
insurpassing  beauty.  This  hidden  mountain  valley  was  once 
he  hunting  ground  of  Indians  and  later  conquered  by 
^onquistadores.  It  remains  today  almost  as  it  was  when 
nan  first  saw  it. 
Ve've  named  it  Forbes  Park. 

^nd  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
lanches  Inc.,  is  inviting  people  who  have  a  special  appreci- 
tion  for  the  beauty  of  nature  and  who  want  more  out  of  life, 
3  acquire  a  homesite  in  this  unspoiled  mountain  valley. 


btain  the  HUD  property  report  from  developer  and  read  it 
efore  signing  anything.  HUD  neither  approves  the  merits 
f  the  offering  nor  the  value,  if  any,  of  the  property. 


Cash  prices  range  from  $3,500  to  $  12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests.  Hunting 
is  not  permitted  here,  but  many  sports  including  fishing, 
cross-country  skiing,  boating,  swimming,  horseback  riding, 
tennis  and  mountain  climbing  will  be  available  in  the 
recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and  other 
recreational  areas  set  aside  for  the  enjoyment  of  Forbes  Park 
land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and  full 
details  on  our  liberal  money-back  and  exchange  privileges, 
without  obligation,  please  fill  in  the  coupon  or  card  and  mail 
to:  Forbes  Park,  Box  303,  Fort  Garland,  Colorado  81133. 


of  an  otter  or  solicitation  in  those  states  where  the  property  is  not  registered 

FORBES- 

PARK  R 


MI-7 


OAD-77  000337A 


0378 


Name. 


Address. 


City. 


.State. 


Zip. 


Development  of 
Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 


Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  from  the 
developer  or  New  Jersey  broker  and  read  it  before  signing  anything. 


Telephone 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA77-432 


SMITHSONIAN  magazine  is  eight  years  old  this 
month.  As  a  means  of  bringing  the  interests  and  con- 
cerns of  the  Institution  itself  to  a  wider  audience. 
SMITHSONIAN  is  a  rousing  success.  Millions  of  Ameri- 
cans have  come  to  depend  upon  it  for  much  of  their 
information  on  art,  history  and  the  sciences  (including 
conservation,  energy  and  ecology). 

By  previewing  upcoming  issues,  these  ads  are  in- 
tended to  give  you  a  feel  for  the  magazine  and  for  its 
impact  on  an  increasingly  important  segment  of  the 
American  reading  public  -  the  educated  reader  and 
buyer. 

America's  most  dangerous  dams. 

Every  year  25  to  30  dams  may  collapse  in  the  U.S., 
and  hundreds  of  our  large  dams  could  be  unsafe.  After 
the  failures  of  Teton  Dam  in  Idaho  and  a  dam  near 
Toccoa,  Georgia,  the  Army  Corps  of  Engineers  is  racing 
against  time  to  inspect  9,000  dams  that  may  be  hazards 
to  life  and  property.  April's  SMITHSONIAN  reports  the 
inside  story  on  this  little-known,  but  very  real,  danger. 


isamu  Noguchi,  America's  living  monument 

This  month's  cover  story  previews  a  natioml 
tour  of  the  work  of  Isamu  Noguchi  before  it  opens  an 
Walker  Arts  Center  in  Minneapolis.  In  his  first  j 
scale  retrospective  in  a  decade,  Noguchi,  one  of 
greatest  living  sculptors,  vividly  demonstrates  his  ij 
tery  of  sculptural  forms  and  architectural  concfi 
Alexander  Calder  and  David  Smith  (both  of  whom  i 
previously  the  subjects  of  major  articles  in  SMITHS 
IAN)  are  gone,  but  the  73-year-old  Noguchi  is 
much  alive.  From  the  power  of  his  huge  tubular  fi 
tain  in  Detroit  to  the  delicacy  of  his  paper  lante 
Noguchi's  genius  is  brought  home  in  all  its  splendc 
the  pages  of  Smithsonian. 

A  close  encounter  with  the  man  behind  "Star  Wars 
John  Dykstra,  the  father  of  Artoo  Detoo  and 
Threepio,  the  man  whose  company  designed  the  spi 
effects  for  the  most  successful  motion  picture  of  all  t 
is  at  it  again.  This  time  he's  working  on  "Galactics 
many  ways  the  most  ambitious  and  perhaps  the  cost  " 


You'll  find  1,500/000  of  America's  m 


if 


The  technology  of  fantasy  in  a  movie  studio. 


Old  Age",  an  exhibit  from  "Pompeii  A.D.  79.' 


•ver  made  for  television. 

April's  SMITHSONIAN  zooms  in  on  Dykstra's  studio 
look  at  the  science  of  creating  illusion.  How  are 
aerial  combats,  exploding  planets  and  other  cos- 
antasies  actually  produced?  The  answers  can  be 
ing.  For  instance,  Dykstra  once  tried  simulating  a 
prominence  by  bouncing  a  laser  beam  off  an  old 
ng  trophy. 

Surprised  that  a  magazine  named  SMITHSONIAN 
1  concern  itself  with  the  movies?  It's  the  kind  of 
se  our  readers  have  come  to  expect  every  month. 
Pompeii  comes  to  America. 

ineteen  centuries  after  it  was  destroyed,  Pom- 
es again. "Pompeii  A.D.  79,"  a  remarkable  show  of 
hibits  from  Pompeii,  Herculaneum  and  Stabiae, 
n  cities  wiped  out  by  an  eruption  of  Vesuvius, 
a  tour  of  the  U.S.  in  mid-April  at  Boston's  Mu- 
of  Fine  Arts. 

efore  the  doors  open,  millions  of  Americans  will 
toured  the  show,  thanks  to  SMITHSONIAN  maga- 


zine. Their  guide:  Laurence  Richardson,  Jr.,  Professor  of 
Latin  at  Duke  University  and  a  man  who  has  been 
researching  Pompeii  for  30  years.  His  fascinating  arti- 
cle accompanies  extraordinary  pictures  of  jewelry, 
sculpture  and  wall  decorations  that  have  remained  as 
they  were  for  1900  years. 

A  million  and  a  half  subscribers. 

In  less  than  a  decade,  SMITHSONIAN  has  vaulted  to 
the  top  of  the  class  magazine  field.  How?  By  providing, 
month  after  month,  the  arresting,  informative  and  just 
plain  entertaining  reading  that  better-educated  Ameri- 
cans had  long  been  seeking.  Today,  our  subscribers  are  a 
million  and  a  half  strong,  and  what  subscribers  they  are: 
689c  managerial  and  professional,  859c  college-educated 
and  100%  fascinating-  ranging  from  ballerinas  to  board 
chairmen  to  polar  explorers. 

A  vibrant,  responsive  audience. 

SMITHSONIAN'S  readers  are  exactly  that:  readers. 
They'll  read  the  last  word  in  your  advertising  as  well  as 
the  first,  and  respond  in  force  when  the  message  moves 
them.  As  one  happy  advertiser  told  us,  "Although  our  ad 
has  appeared  in  other  national  publications,  we  have 
received  the  most  overwhelming  response  from  your 
magazine."  Another  put  it  this  way:  "During  the  last 
year  we  have  used  18  upscale  magazines.  None,  how- 
ever, approaches  SMITHSONIAN  either  in  total  orders  or 
cost  efficiency."  A  third  said  simply,  "We  were  over- 
whelmed." Ask  us  about  these  and  other  success  stories 
written  by  responsive,  open-minded  subscribers  who 
came  for  the  articles  and  stayed  for  the  advertising. 
Growing  with  the  top  of  the  market. 

By  attracting  the  best-educated,  most  successful 
subscriber  group  of  any  large  circulation  magazine  in 
America,  SMITHSONIAN  literally  has  created  a  category 
all  its  own.  And  it's  been  done  without  benefit  of  single 
copy  sales,  discounts  or  mirrors. 

Mrs.  Sharon  Hall,  a  subscriber  from  Harrisburg, 
Pennsylvania,  wrote  to  tell  us  that,  "SMITHSONIAN  is 
one  of  the  finest  and  most  informative  and  interesting 
magazines  I've  ever  read  and  at  twelve  dollars  a 
year. . .  it  is  one  of  the  best  bargains  I've  ever  made." 

It  all  adds  up  to  this:  if  you're  looking  for  a  million 
and  a  half  of  the  best  prospects  in  America  gathered  in 
one  place  every  month,  you'll  find  them  only  in 
Smithsonian. 


ed  subscribers  only  in  Smithsonian 


aces  Behind  The  Figures 


Warp  and  Woof:  David  Sofro  inter- 
twined enough  capital  and  savvy  to 
make  it  big  in  the  retail  fabrics  business. 


with  sales  of  only  $11  million.  He  and  his 
family  kept  17%  of  the  stock  and  still 
raised  enough  capital,  $599,000,  to  be 
able  to  expand.  Bigger  volume  gave  him 
greater  buying  discounts  than  his  com- 
petitors. He  could  order  a  whole  print- 
ing from  a  fabric  manufacturer.  He  had 
become  unique,  and  an  even  more  desir- 
able shopping  center  tenant. 

Today  Sofro's  stores  gross  $138  million 
and  net  almost  $7  million.  But  the  retail 
climate  has  become  even  more  competi- 
tive, and  Sofro  has  recently  changed  his 
formula  to  include  lower-margin  items 
stocked  to  increase  store  traffic,  and 
easy-to-sew  garments  for  women  with 
less  time  for  sewing.  "These  garments," 
says  Sofro,  "have  been  as  important  as 
ladies  going  back  to  wearing  dresses.  ■ 

Via  Ovicapitum 
Dura  Est... 

.  .  .  which  means,  "The  way  of  an  egg- 
head is  hard."  Inventor  Stanford  B.  Ov- 
shinsky,  55,  has  half  a  word  named  after 
him:  Ovonics,  "ov"  from  him,  "onics" 
from  electronics.  Ovonics  denotes  amor- 
phous (noncrystalline)  materials  that  act 
as  semiconductors  with  various  memory 
uses,  such  as  in  a  computer.  But  Ov- 
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shinsky  himself  has  never  made  any 
money  from  his  inventions.  Starting  as  a 
teenage  inventor  in  Akron,  Ohio,  too 
poor  to  go  to  college,  Ovshinsky  and  his 
wife  Iris,  a  Ph.D.  in  biochemistry,  even- 
tually founded  a  company  called  Energy 
Conversion  Devices  and,  in  1968,  an- 
nounced that  the  inexpensive  amor- 
phous materials,  among  other  uses, 
could  replace  some  conventional  solid- 
state  semiconductor  memory  chips.  As  a 
scientific  outsider  who  was  secretive 
about  the  documentation  of  his  process, 
he  was  severely  criticized.  Only  recently 
has  research  by  others  proved  that  amor- 
phous materials  do  indeed  have  a  wide 
range  of  uses,  although  whether  they  can 
practically  replace  conventional  semi- 
conductors remains  a  subject  of  debate. 

No  matter.  One  sure  application  for 
Ovonics  is  in  altering  microfilms,  and 
last  month  Ovshinsky  got  a  $7-million 
order  from  3M  for  a  system  that  can 
update  and  correct  microfilm  records  us- 
ing an  office  installation  as  simple  as  a 
photocopy  machine.  "We  hope  the  sys- 
tem will  transform  not  only  the  micro- 
film industry,  but  Energy  Conversion 
Devices  as  well,"  Ovshinsky  says.  "The 
microfilm  industry  is  a  lot  like  photoco- 
pying before  Xerox.  Along  came  Xerox." 

Energy  Control  Devices  (Bevenues: 
$573,000)  can  hardly  be  called  another 
Xerox  at  this  point.  For  one  thing,  the 
new  system  will  sell  for  about  $20,000  to 
start  with,  but  the  price  must  come 
down  by  about  half  before  many  smaller 
offices  can  afford  it.  But  at  least  Ov- 
shinsky can  now  claim  to  be  a  business- 
man as  well  as  an  inventor.  "We're  final- 
ly moving  to  become  a  profit-oriented 
company,  he  says,  and  the  $7-million 
contract  helps  prove  his  point.  ■ 


At  Long  Last,  The  Loot:  Ovshinsky  has 
made  many  contributions  to  science,  but 
now  he's  looking  at  his  bank  account. 


IM/A 

Some  things  do  work.  William  Metre  Jr  , 
the  head  partner  of  the  accounting  firm 
Alexander  Grant,  has  been  campaigning 
for  months  to  convince  his  profession  to 
adopt  simpler  reporting  requirements 


Champion:  William  Mette  Jr.  is  leading 
the  cause  of  small  companies  that  want 
to  report  less  information. 


for  small  companies.  Why,  Mette  has 
been  asking,  should  a  small  privately 
owned  company  have  to  report  its  earn- 
ings by  segments?  Why  should  it  be 
required  to  report  its  earnings  per  share? 
Or  be  audited  for  improper  payments, 
when  its  president  approves  all  outlays? 
Or  why,  as  SEC  Commissioner  Harold 
M.  Williams  has  suggested,  should  it 
include  on  its  board  outside  directors 
who  have  no  business  connection  with 
the  company,  even  though  it  needs  busi- 
ness connections? 

Mette  won  an  initial  victory  last 
month.  The  Financial  Accounting  Stan- 
dards Board  agreed  to  relieve  small  com- 
panies of  the  obligation  to  report  by  seg- 
ments (as  they  had  been  required  to  do 
for  the  first  time)  for  the  year  ended 
Dec.  31,  1977.  His  other  complaints  re- 
main unresolved,  but  Mette  has  made 
many  small  friends  for  Alexander  Grant. 
"There  are  13.5  million  business  entities 
in  the  U.S.,"  he  says.  "Of  these,  only  19 
million  have  sales  of  more  than 
$100,000.  To  apply  to  them  rules  con- 
cocted by  the  SEC  for  giant  companies  is 
ridiculous."  ■ 
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What  B*A*T  Industries  did 

in  1977 

Increased  turnover  to  £6,212  million,  raised  pre-tax 
profits  by  11%,  manufactured  in  78  countries, 

employed  250,000  people  and  contributed  a  net 
£142  million  to  Britain's  balance  of  payments. 


Tobacco  Division 


Retail  Division 


The  Division  is  the  free  world's  largest  manufacturer  of 
tobacco  products  with  a  turnover  of  £4,104  million  and 
£348  million  operating  profit  in  1977.  The  subsidiary 
and  affiliated  companies  operate  118  tobacco  factories  in 
51  different  countries.  Exports  from  the  USA  include 
Kent,  Kool,  Lucky  Strike,  Pall  Mall  and  Viceroy 
and  brands  exported  from  the  UK  include  well- 
known  house  names  such  as  Benson  &  Hedges, 
John  Player,  State  Express  and  Wills.  A  BAT 
cigarette  is  the  brand  leader  in  38  countries. 


Paper  Division 


In  1977  the  Paper  Division 's  turnover  totalled 
£552  million  and  operating  profits  were  £53 
million.  The  principal  interest  is  Wiggins 
Teape,  which  makes  a  variety  of  industrial 
papers  and  an  extensive  range  of  speciality 
papers  such  as  Idem  carbonless  copying  paper,  as 
well  as  high  grade  printing  and  writing  papers.  The 
company  has  18  mills  and  factories  in  the  UK,  and  5 
more  in  Belgium,  France  and  Eire.  Outside  Europe,  there 
are  mills  in  Brazil  and  India,  5  factories  in  Africa,  and  a 
25%  interest  in  Associated  Pulp  and  Paper  Mills  in 
Australia.  The  Division  also  has  a  50%  interest  in  Mardon 
Packaging  International,  Britain's  second  largest 
packaging  company,  with  100  factories-mainly  in  the  UK, 
France,  Germany,  Canada  and  the  USA. 


In  the  USA,  the  Group's  interests  comprise  Gimbel 
Brothers  with  38  department  stores,  Saks  Fifth  Avenue 
with  31  high  fashion  stores  and  The  Kohl  Corporation 
with  96  stores,  mostly  supermarkets.  In  Brazil, 
Supermercados  Peg-Pag  is  a  supermarket  chain  of  38 
stores.  In  Britain,  International  Stores  operates 
730  supermarkets  and  self-service  stores,  and  the 
Division  also  owns  Kearley  &  Tonge  the 
grocery  wholesalers.  Other  retail  interests 
include  trade  investments  in  Canada  and 
Denmark  and  a  25%  interest  in  the  Horten 
chain  of  58  department  stores  in  West 
Germany  .  Retailing  turnover  in  1977  was 
£1,391  million  and  operating  profits  were 
£24  million. 

Cosmetics  Division 

The  Division  comprises  the  Houses  of  Yardley, 
Lentheric,  Morny,  Cyclax,  Juvena,  Germaine 
Monteil,  Scandia  and  Tuvache.  Their  perfumery, 
cosmetics,  toiletries,  soaps  and  skin  care  products  are 
sold  in  143  countries  and  manufactured  in  38.  The  principal 
establishments  are  in  the  UK,  USA,  Canada,  Brazil, 
Colombia,  Venezuela,  France,  Germany,  Spain, 
Switzerland,  South  Africa,  Singapore,  Australia  and  New 
Zealand.  Turnover  and  operating  profits  were 
£105  million  and  £3  million  respectively  in  1977. 


and  how 


"During  1977,  turnover  increased  by 
10%  to  the  record  figure  of  £6,212  mil- 
lion, with  a  pre-tax  profit  increase  of 
11%  to  £416  million.  This  has  been  a  year 
of  solid  growth,  particularly  in  the  light 
of  the  impact  of  a  rising  pound  on  our 
overall  results  and  continuing  difficult 
world  economic  conditions.  Net  profit 
attributable  to  the  shareholders  of  B  A  T 
Industries  has  risen  by  24%  and  we  have 
increased  dividends  by  21.3%. 

Our  worldwide  tobacco  business  has 
had  a  good  year.  The  tobacco  industry  is 
still  growing  and,  despite  increased 
competition,  our  business  in  total  grew 
faster  than  the  industry  as  a  whole. 

In  retailing,  we  increased  turnover 
worldwide  but,  despite  this,  profit  de- 
clined, largely  due  to  disappointing 
results  from  Gimbels  and  Saks  Fifth 
Avenue  in  the  USA. 

In  the  UK,  International  Stores' 
operations  improved  substantially,  bene- 
fiting from  the  rationalisation  programme 
and  from  the  acquisition  of  F  J  Wallis. 


The  Paper  Division  had  a  very 
satisfactory  year,  increasing  turnover 
by  21%  and  profit  by  56%.  In  particular, 
Wiggins  Teape,  the  principal  part  of  the 
Division,  increased  its  operating  profit 
by  62%. 

The  Cosmetics  business  continued 
to  expand  its  sales,  though  not  its  profit, 
which  experienced  a  fall  from  £5  million 
to  £3  million.  This  is  a  fiercely  competi- 
tive business.  I  am  pleased  to  be  able  to 


report  that  profit  is  returning  to  its 
previous  pattern  of  growth. 

Despite  the  problems  we  have 
encountered,  1977  was  an  encouraging 
year,  confirming  as  it  does  the  value  of 
our  broad  spread  of  interests. 


Prospects 


Group  Profit  Summary 

1977 

1976 

£mil 

lions 

Turnover 

6,212 

5,637 

Operating  Profit 

473 

430 

Profit  before  taxation 

416 

374 

Net  Profit  attributable  to 

B  A  T  Industries  :- 

before  inflation  retention 

210 

170 

after  inflation  retention 

158 

124 

Dividends 

44 

36 

pence 

Earnings  per  ordinary  share 

62.4 

51.2 

I  expect  all  four  Divisions  to  main- 
tain or  increase  their  profits  before  tax. 

The  final  results,  expressed  in  sterling, 
will  depend  very  much  on  the  exchange 
rates  ruling  at  the  end  of  next  September. 
With  five  months  of  the  year  behind  us 
and  exchange  rates  at  their  current 
levels,  I  believe  that  maintenance  of  last 
year's  level  of  profit  attributable  to 
B  A  T  Industries'  Shareholders  is  as 
much  as  we  can  expect  and  that  this  will 
only  be  achieved  with  some  difficulty. 
Nevertheless,  looking  beyond  the  im- 
mediate future,  the  underlying  growth 
prospects  of  the  business  remain  strong. ' ' 
Peter  Macadam, 
•  Chairman 


B  AT  INDUSTRIES  LIMITED 


^ELATy  Tobacco  •  Retailing  •  Paper  Cosmetics  •  Worldwide 

Copies  of  the  Report  &  Accounts  and  the  text  of  the  Chairman's  speech  at  the  Annual  General  Meeting  are  available 
from  the  Secretary,  B  A  T  Industries  Limited,  Westminster  House,  7  Millbank,  London  SW1 P  3Jh. 


Individuality  Innovation  &  Enterprise 


! 


NET  SALES  (millions) 

(1973  1976  Restated) 


73      74      75      76  77 
YEARS 


-  S3  75     EARNINGS  PER  SHARE 

(1973  1976  Restated) 

M 


73       74      75      76  77 
YEARS 


•  S3  75     DIVIDENDS  PER  SHARE 


-3  00 


-  2.25 


150 


-  S1  50     BOOK  VALUE  PER  SHARE 

(1973-1976  Restated) 


-  120 


30 


73      74      75       76  77 
YEARS 


-S20  00 


1600 


i  00 


73       74       75  76 
YEARS 


They're  our  formula  tor 
growing  a  business. 


The  crux  of  management 
philosophy  at  Scott  &  Fetzer 
is  the  threefold  concept  of 
individuality,  innovation  and 
enterprise.  As  a  matter  of 
fact,  it's  greatly  contributed 
to  our  growth  over  the  past 
few  years. 

We  offer  our  operating 
unit  presidents,  shown  here, 
and  their  management 
teams  the  freedom  to  build 
their  own  businesses. 
And  their  personal  and 
financial  rewards  are 
tied  to  the  business' 
success.  The  result  is 
highly  motivated  managers 
who  respond  positively 
to  opportunities  and 
challenges.  Our  cor- 
porate role  is  to  oversee 
the  planning  for  each  unit 
and  provide  financing 


for  those  businesses 
which  have  the  best 
long-range  potential. 
We  regularly  review  the 
performance  of  each 
business  against  agreed 
upon  goals. 

Individual  initiative 
coupled  with  a  commitment! 
of  our  corporate  resources 
is  a  major  reason  for  Scott 
&  Fetzer's  growth.  As  you 
can  see  from  the  charts, 
this  philosophy  has  been 
successful. 

Individuality,  innovation 
and  enterprise.  It's  not  only 
the  philosophy  that  keeps 
all  of  us  at  Scott  &  Fetzer 
anticipating  the  future, 
it's  the  theme  of  our  1977 
annual  report. 

For  a  copy,  write 
Ralph  Schey,  president. 


Products  for  floor  care,  leisure  time,  commercial/industrial  and  electrical  markets. 


The  Scott  &  Fetzer  Company 

14600  Detroit  Avenue  •  Lakewood,  Ohio  44107 


Forbes 


Money  And  Investments 


Can  The  Recovery  Go  On  Forever? 

Of  course  not,  but  another  recession  is  not  now  in  the  cards. 


Along  with  worrying  about  faster  inflation,  businessmen 
have  started  fretting  about  a  slower  economy,  a  recession. 
There's  nothing  specific,  mind  you,  just  a  nagging  feeling  that 
recovery  can't  go  on  forever.  The  current  one,  37  months  old, 
is  already  the  third-longest  peacetime  expansion  on  record. 
(The  record  was  50  months  of  upward  economic  momentum 
from  March  1933  to  May  1937 — but  that  was  from  the  nadir  of 
the  Depression.) 

The  ground  rules  for  defining  a  recession  come  from  the 
austere  National  Bureau  of  Economic  Research.  This  organi- 
zation, composed  of  some  of  the  country's  most  brilliant 
economists,  says  that  economic  activity  must  decline  for  two 
consecutive  quarters  before  a  recession  becomes  official. 

How  much  longer  can  the  current  recovery  last?  The 
experts  are  surprisingly  optimistic — or  at  least  nonpessimistic. 
Albert  H.  Cox  Jr.,  the  able  president  of  Merrill  Lynch 
Economics,  Inc.,  does  think  we  may  well  be  in  for  a  recession 
by  early  1979  and  possibly  even  sooner.  But  he  expects  only  a 
short,  sharp  slowdown,  then  a  pickup  in  the  second  half  of 
1979.  Put  Cox  down  for  a  pessimist,  but  a  very  mild 
pessimist. 

Another  mild  pessimist  is  Irwin  L.  Kellner,  Manufacturers 
Hanover  Corp.'s  highly  regarded  economist,  who  also  looks  for 
halt  in  the  upturn  probably  late  this  year.  But  a  halt,  not  a 
turndown,  and  Kellner  looks  for  a  spurt  before  the  dip  as  the 
economy  rebounds  from  the  coal  strike,  rebuilds  inventories 
and  gets  a  one-shot  stimulus  from  the  forthcoming  tax  cuts.  No 
calamity  howler,  Kellner. 

Albert  Wojnilower,  senior  vice  president  and  economist  at 
First  Boston  Corp. ,  also  looks  for  a  leveling  out  rather  than  a 

genuine  downturn.  He  sees  ^  

the  economy  going  to  a  1% 
growth  rate  from  the  cur- 
rent 4.5%  predicted  for  the 
rest  of  the  year.  Wojni- 
lower sees  no  serious  weak- 
nesses in  the  economy  but 
expects  the  Federal  Re- 
serve Board  to  tighten 
credit  as  a  means  of 
strengthening  the  dollar. 
The  resulting  higher  inter- 
est rates  cannot  help  but 
slow  the  economy. 

Gary  Schilling,  chief 
economist  at  White  Weld  & 
Co.,  is  even  less  worried 
than  the  others.  "We're  as- 
suming the  next  recession 
will  occur  in  1981,"  he  says, 
[f  Schilling  is  right,  this  re- 
covery will  run  for  more 
than  70  months  and  easily 
beat  -the  old  1933-37  rec- 
ord. Schilling  thinks  the 
conomy  is  perking  along 
uite  nicely.  "Recessions," 


Is  A  Recession  Overdue? 

Many  worried  economists  believe  so.  The  current 
expansion,  if  it  continues  past  June,  will  pass  in 
duration  all  but  one  of  the  longest  peacetime  eco- 
nomic expansions.  For  all  their  concern,  economists 
may  be  worried  too  soon  about  too  little. 


LONGEST  BUSINESS  EXPANSIONS 


1ARCH  1933-MAY  1 


NOV.  1970 -NOV  1973 


he  says,  "develop  when  spending  heats  up  and  people  get 
carried  away.  That  isn't  happening.  Booms  don't  end  with  a 
whimper;  they  end  with  a  bang." 

Some  of  the  more  serious  pessimists  are  beginning  to  swing 
around.  Michael  K.  Evans,  president  of  Chase  Econometrics, 
says;  "I  had  been  predicting  a  recession  for  later  this  year,  but 
consumer  spending  has  been  much  stronger  than  I  anticipated, 
so  income  is  up,  employment  is  up."  Evans  puts  the  onset  of 
the  next  recession  or  slowdown  a  couple  of  years  away,  maybe 
in  mid-1980. 

Forbes'  own  diagnosis  agrees  with  that  of  these  prominent 
business  economists.  Positive  economic  forces  are  about  in 
balance  with  negative  ones,  which  means  that  neither  a  boom 
nor  a  bust  is  in  the  cards. 

The  January-February  worries  must  be  discarded.  Remem- 
ber 1977  when  the  ice  storms  sent  shivers  through  the  mar- 
kets. There  were  numerous  forecasts  of  runaway  inflation  and 
deep  recession  to  follow  a  boom  that  never  did  materialize. 
There  is  no  reason  to  believe  that  1978  will  be  very  different. 
The  economic  horrors  of  the  winter  will  soon  clear  away  and 
the  dominant  conditions  of  excessive  supplies  of  farm  products, 
unused  industrial  capacity  and  reduced  domestic  and  foreign 
demands  will  reemerge. 

On  the  negative  side,  high  taxes  and  rising  prices  are  holding 
down  consumer  disposable  income,  and  the  burden  of  consum- 
er debt  is  putting  a  damper  on  spending  for  big-ticket  items 
like  cars.  With  consumer  spending  somewhat  soggy,  business 
spending  will  remain  sluggish.  But  on  the  positive  side,  there 
is  nothing  in  sight  that  threatens  the  current  high  level  of 
consumer  income.  So,  we  look  for  a  slowdown  in  the  econo- 

  my's  rate  of  growth  as  the 

year  wears  on  but  no 
downturn. 

Many  of  the  major  prob- 
lems which  have  been  wor- 
rying government  officials 
are  likely  to  diminish,  too, 
bringing  a  sense  of  relief 
that  carries  into  expecta- 
tions. The  oil  deficit  should 
get  substantially  smaller 
than  now  envisioned.  This, 
in  turn,  will  trim  the  U.S. 
balance-of-payments  deficit 
and  bring  a  renewed  sense 
of  strength  in  the  U.S. 
dollar. 

As  the  dollar  starts  to  look 
better,  money  will  flow  back 
to  this  country  and  permit 
the  Federal  Reserve  to  ease 
credit  policy — provided  in- 
flation is  also  showing  some 
moderation,  as  expected. 

A  recession  of  1974-75  va- 
riety is  simply  not  in  the 
cards.  ■ 


r, 

10  20  30  40 

DURATION  OF  EXPANSION  (MONTHS) 


Source:  National  Bureau  of  Economic  Research 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


A  Turning  Point 
Is  In  View 

By  Ben  Weberman 

. .  On  the  strength  of  this  new  sensitivity  to 
inflation  ...  I  foresee  interest  rates  rising  through 
midyear,  leveling  off,  and  then  beginning  to  slide  . . .' 


m  he  great  majority  of  money-market 
economists  at  present  are  persuaded  that 
short-  and  long-term  interest  rates  will 
continue  to  rise  through  1978.  I  don't 
agree.  I  think  interest  rates  will  peak,  or, 
if  you  prefer,  bond  prices  will  bottom  out 
some  time  in  the  third  quarter.  My  quar- 
rel with  the  majority  is  not  with  quality 
of  thought,  but  with  the  assumptions  and 
the  strategies  recommended  on  the  basis 
of  those  assumptions. 

The  majority  continues  to  be  haunted 
by  inflation.  A  good  many  in  that  major- 
ity foresee  short-term  interest  rates  on 
large  negotiable  certificates  of  deposit 
going  from  6.5%  to  7.5%  or  even  8%  by 
the  year's  end.  Some  not-so-extreme  an- 
alysts foresee  yields  on  long-term  Aaa- 
rated  Bell  System  subsidiaiy  debentures 
going  from  their  present  8.75%  to  10% 
or  more.  Accordingly,  they  advise  that 
any  money  headed  for  the  bond  market 
be  put  in  the  shortest  maturities  possible 
to  minimize  the  risks  involved  in  longer 
maturities,  whose  prices  would  decline 
as  yields  rise. 

My  scenario  is  entirely  different.  The 
Carter  Administration,  I  believe,  will  ul- 
timately take  seriously  the  need  to  fight 
inflation.  While  cronies  of  the  President 
oppose  politically  unpalatable  anti-infla- 
tion measures,  the  contrary  advice  of 
Federal  Reserve  Board  Chairman  G. 
William  Miller,  Treasury  Secretary  W. 
Michael  Blumenthal  and  Council  of  Eco- 
nomic Advisers  Chairman  Charles 
Schultze  should  soon  have  an  impression. 
These  men  will  hold  a  regular  monthly 
economic  meeting  with  the  President  in 
early  April  and  stress  their  concerns. 

Miller  warned,  at  a  small  gathering  I 
attended,  that  business  growth  will  slow 
down  one  way  or  another.  "That  presents 
a  big  dilemma  for  us.  If  credit  policies 
remain  easy  with  inflation  soaring,  a  lib- 
eral credit  policy  coincident  with  those 

Ben  Webermun  is  economics  editor  of  Forbes 
Magazine, 


conditions  could  fuel  more  inflation,  even 
if  the  economy  is  slower,"  he  said. 

It's  on  the  strength  of  this  new  sensi- 
tivity to  inflation  and  on  the  present  state 
of  the  economy  that  I  foresee  interest 
rates  rising  through  midyear,  leveling 
off,  and  then  beginning  to  slide.  Yields 
will  be  controlled  by  what  the  Federal 
Reserve  does  with  the  federal  funds 
rate — the  rate  at  which  banks  lend  mon- 
ey to  each  other  overnight.  By  draining 
reserves  or  creating  reserves,  the  Fed 
can  raise  or  reduce  that  basic  interest 
rate.  Indeed,  it  was  Fed  policy,  not  cred- 
it demand,  that  brought  about  the  in- 
crease in  funds  charges  from  4%%  in 
April  1977  to  6%%  in  October  1977. 
Other  yields  followed. 

The  economy  is  recovering  from  the 
January-February  snow  shocks,  but  con- 
sumers are  evidently  hesitant  about  go- 
ing on  a  spending  binge.  The  size  of  farm 
crops  is  huge  and  carryovers  from  earlier 
years  are  massive.  Corporate  capacity  is 
still  well  above  demands  for  manufac- 
tured goods.  Price  competition  has  not 
been  entirely  abolished  by  government 
edict.  For  these  reasons,  I  expect  the 
rate  of  inflation  to  moderate  somewhat. 

The  present  federal  funds  rate  of 
6%%,  which  has  prevailed  since  early 
January  as  part  of  the  government's  tac- 
tics for  defending  the  dollar,  should  pre- 
vail until  there  are  clear  signs  that  the 
economy  is  not  spiraling  downward. 
Then,  I  think,  the  Fed  will  work  the  rate 
higher,  in  stages,  to  about  7Vi%  by  mid- 
year. After  that  one-half-percent  rise,  it 
will  become  evident  that  further  re- 
straint might  damage  the  economy.  The 
Fed  will  not  tighten  further. 

Other  short-term  interest  rates  will  be 
held  down  by  enormous  purchases  of 
Treasury  bills  by  foreign  governments, 
mostly  by  Japan,  which  have  cleaned  up 
the  floating  supply  and  established  price 
premiums.  Typically,  a  three-month 
Treasury  bill  yield  fell  from  6.5%  on 
Feb.  23  to  6.2%  on  Mar.  22  as  foreign 


governments  invested  over  $7  billion  ac- 
quired in  foreign-exchange  operations. 

Treasury  debt  management  for  this 
calendar  year  is  no  longer  the  nightmare 
that  some  had  expected.  The  budget 
deficit  for  fiscal  1978  is  working  down 
$10  billion  or  more  from  the  horrendous 
$60  billion  projected  in  January,  and 
cash  needs  are  falling  even  faster  as  some 
foreign  governments  lend  their  vault 
dollars  directly  to  the  U.S.  Corporations 
are  not  borrowing  heavily,  either. 

As  economic  activity  softens  during  the 
second  half  of  1978  (see  preceding  page), 
the  Fed  will  be  careful  to  avoid  further 
tightening  of  credit  and  should  even  in- 
troduce some  easing.  This  assumes  that 
by  the  year's  end  inflation  will  have  re- 
treated from  its  recent  7%  underlying 
rate  to  the  6%  range  of  1975-77. 

Under  these  conditions,  long-term 
bond  yields,  as  measured  by  Bell  subsid- 
iary debentures,  will  come  down  from  a 
peak  9%  level  to  8.5%  or  even  lower  by 
the  end  of  1978. 

Since  last  October,  before  long-term 
interest  rates  started  to  rise  rapidly,  I 
have  been  suggesting  that  investors  in 
Treasuries  take  advantage  of  the  attrac- 
tive yields  available  in  the  three-to-sev- 
en year  maturity  range  and  reduce  long- 
term  exposure. 

Corporate  bonds  are  not  available  in 
such  intermediate-term  maturities.  I 
would  not  hesitate,  however,  to  buy  a 
longer-term  corporate  now  if  I  were 
ready  to  put  money  to  work,  because  the 
choice  is  between  waiting  another  three 
months  or  so  for  an  additional  one -fourth 
of  1%  yield  or  waiting  nine  months  when 
the  yield  will  be  at  least  a  fourth  of  a 
percent  less  than  now. 

Treasury  investors  will  be  able  to  ex- 
tend portfolio  holdings  during  the  sum- 
mer on  decidedly  advantageous  terms. 
Over  the  summer,  the  uptrend  in  yields, 
which  has  been  under  way  since  early 
1977,  should  reverse  and  provide  the 
active  opportunities.  ■ 
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nouncement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

$750,000,000 

Canada 

$250,000,000  8%  Bonds  Due  April  1,  1983 
$250,000,000  8.20%  Bonds  Due  October  1,  1985 
$250,000,000  8%%  Bonds  Due  April  1,  1998 

Interest  payable  April  1  and  October  1 


Prices 

Bonds  Due  April  1,  1983  100.20%  and  Accrued  Interest 
Bonds  Due  October  1,  1985  100%  and  Accrued  Interest 
Bonds  Due  April  1,  1998  99%%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.  SALOMON  BROTHERS 

Incorporated 

WOOD  GUNDY  A.  E.  AMES  &  CO. 

Incorporated  Incorporated 

THE  FIRST  BOSTON  CORPORA  TION  DOMINION  SECURITIES  INC.  GOLDMAN,  SACHS  &  CO. 
McLEOD,  YOUNG,  WEIR,  IN  CORPORA  TED  MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BELL,  GOUINLOCK  &  COMPANY 

Incorporated  Incorporated 

BLYTH  EASTMAN  DILLON  &  CO.     BURNS  FRY  AND  TIM M INS  INC.     DILLON,  READ  &  CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE      DREXEL  BURN  HAM  LAMBERT      GREENSHIELDS  &  CO  INC 

Securities  Corporation  incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  LOEB  RHOADES,  HORNBLO  WER  &  CO. 

Inco rporated 

MIDLAND  DOHERTY  INC.  NESBITT  THOMSON  SECURITIES,  INC. 

PAINE,  WEBBER,  JACKSON  &  CURTIS  PIT  FIELD,  MACK  A  Y  &  CO.,  INC. 

Incorporated 

RICHARDSON  SECURITIES,  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

WA  RBURG  PA  RIB  AS  BECKER  WERT  II  EI  M  &  CO.,  INC. 

Incorporated 

WHITE,  WELD  &  CO.  DEAN  WITTER  RE  YNOLDS  INC. 

Incorporated 

March  23, 1978. 
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Market  Comment 


What  Stocks  Now? 

By  Lucien  O.  Hooper 

". .  .  Stocks  that  do  best  when  the  market  does  worst 
often  don't  do  as  well  as  some  laggards  when  the 
general  direction  of  prices  is  reversed  . . ." 


hether  one  should  buy  and  hold 
the  stocks  that  have  done  best  or  the 
stocks  that  have  done  worst  recently  is  a 
debatable  question.  The  answer,  of 
course,  depends  on  what  stocks.  It  is 
interesting,  however,  to  compare  the  be- 
havior of  the  Dow  Jones  industrial  aver- 
age, which  is  down  from  an  intraday  high 
of  1<X)7.81  in  January  of  1977  to  a  recent 
low  of  around  742,  or  the  drop  in  Gener- 
al Motors  from  a  L977  high  of  78>/2  to 
around  59,  Sears  from  34%  to  24,  East- 
man Kodak  from  86%  to  41,  Union  Pacif- 
ic from  .58  to  45,  Jim  Walter  from  39%  to 
27,  PPG  Industries  from  397/s  to  25  and 
International  Paper  from  69%  to  37  with 
the  much  better  action  of  the  stocks  list- 
ed below. 

Without  expressing  an  opinion  about 
each  of  the  stocks  tabulated,  it  seems  to 
me  that  I  would  continue  to  own  most  of 
them.  The  ones  I  like  best  now  are  Ken- 
necott  (26),  Trans  World  Airlines  (15), 

Lucien  O.  Hooper  is  lice  president  oj  the 
NYSE  linn  of  Thomson  McKinnon  Securities 
Inc. 


National  Airlines  (15),  Parker  Drilling 
(45),  Superior  Oil  (2.58),  Teledyne  (74) 
and  Tiger  International  (18). 

Long  experience  teaches  that  the 
stocks  that  do  best  when  the  market  as  a 
whole  docs  worst  often  do  not  do  as  well 
as  some  of  the  laggards  when  the  general 
direction  of  prices  is  reversed.  Partly 
because  of  what  some  of  my  clients  call 
my  stubborn  contrariness,  and  partly  be- 
cause I  like  to  buy  the  things  that  no  one 
wants  rather  than  the  things  that  every- 
one wants,  I  am  inclined  to  take  a  hard 
look  at  the  stocks  that  have  not  done  so 
well  in  the  past  12  or  14  months. 

This  makes  me  look  at  Union  Pacific 
(45),  which  owns  a  railroad  that  has  done 
better  than  the  industry  so  far  this  year 
and  which  owns  tremendous  physical  as- 
sets— especially  oil,  coal  and  timber. 

In  spite  of  all  the  well-known  prob- 
lems of  domestic  copper  producers,  it 
seems  to  me  that  Phelps  Dodge  (21)  is 
one  of  the  most  logical  long-term  pur- 
chases now  available.  For  takeover  rea- 
sons or  because  some  people  think  the 
company  will  be  cannibalized,  Kenne- 
cott  may  seem  more  interesting,  but 
looking  far  ahead  I  like  the  values  in 
Phelps  Dodge. 


Such  railroads  as  Norfolk  &■  Western 
(26),  Chessie  (32)  and  Seaboard  ('oast 
Line  (31)  had  disastrous  earnings  in  the 
first  quarter  due  to  the  coal  strike  and 
now  for  a  few  months  will  be  reporting 
most  impressive  earnings  because  of  ab- 
normally high  coal  traffic.  Don't  worry 
too  much  about  the  earlier  price  re- 
sponse to  poor  earnings.  Incidentally, 
contrary  to  the  belief  in  some  quarters, 
Seaboard  Coast  Line  again  this  year 
should  be  able  to  avoid  federal  income- 
taxes.  If  the  company  had  paid  full  feder- 
al taxes  last  year,  it  would  have  earned  a 
little  over  $5  instead  of  the  $7.02 
reported. 

The  aftermath  of  the  coal  strike  is 
causing  investors  to  look  with  greater 
favor  on  nuclear  industry  investments. 
Higher  prices  for  coal,  plus  the  fresh 
evidence  that  the  supply  of  it  is  not 
always  dependable,  causes  large  con- 
sumers to  look  with  less  and  less  favor  on 
increasing  the  consumption  of  this  fuel. 
At  the  same  time,  new  technological  de- 
velopments concerning  the  disposition  of 
atomic  wastes  and  the  waning  power  of 
ecological  objections  is  making  people 
look  with  more  and  more  favor  on  nucle- 
ar expansion.  ■ 


Better  Behaved  Stocks 

About  half  of  these  stocks  have  been  mentioned  or  confirmed  as  takeover 

candidates.  Most  of  them  either  are  experiencing  better-than-average 

earnings  or  represent  what  is  regarded  as  undervalued  physical  assets. 

Company 

1977  Low       Current  Price 

Company 

1977  Low 

Current  Price 

Addressograph  Multigraph 

97/s 

18 

Metromedia 

24% 

42 

Ambac  Industries 

215/8 

45 

National  Airlines 

ioy8 

15 

Areata  National 

13Y8 

23 

Offshore  Co 

151/4 

33 

Avco  Corp 

12% 

22 

Outlet  Co 

11% 

20 

Boeing  Co 

183/4 

35 

Palm  Beach 

9V2 

20 

Diebold 

10% 

15 

Parker  Drilling 

29% 

45 

Dome  Mines 

42% 

67 

Superior  Oil 

180 

258 

Emery  Industries 

10 

21 

Teledyne 

47% 

74 

Foster-Wheeler 

19 

29 

Tiger  International 

10% 

18 

Industrial  Fuels 

12% 

24 

Trans  World  Airlines 

7% 

15 

Johnson  Controls 

13% 

27 

Tropicana  Products 

25% 

43 

Kennecott  Copper 

185/8 

26 

United  Energy  Resources 

251/2 

34 

KLM  Royal  Dutch  Air 

34 

58 

United  Nuclear 

23% 

40 

Mervyn's 

12% 

28 

Western  Pacific  Industries 

14 

27 
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The  Nile  River  Delta 
and  Delta  Junction,  Alaska. 
A  world 
apart. 


But  Continental  Telephone  Cor- 
poration is  there.  In  Egypt,  Iran, 
Grenada,  Barbados,  Grand  Bahama, 
Canada  and  in  forty  states. 

In  Eygpt  and  Iran,  Continental 
Telephone  is  providing  the  manage- 
ment expertise  in  the  planning  and 
development  of  telecommunications 
systems  and  the  construction  of  basic 
telephone  plants.  In  the  United 
States,  Canada  and  the  Caribbean  it 
provides  telephone  service  to  two  and 
a  half  million  subscribers. 

In  only  seventeen  years, 
Continental  Telephone  has  grown  to 
the  fourth  largest  telecommunications 
system  in  America. 


Growth  has  been  accompanied  by 
stability.  Dividend  payments  have  in- 
creased each  year  since  our  first  declara- 
tion in  1964. 

Some  64,000  shareholders  have  in- 
vested in  our  future.  We  invite  you  to  learn 
more  about  us  by  writing  to  Continental 
Telephone  Corporation,  56  Perimeter 
Center  East,  Atlanta,  Georgia  30346. 

E 

CONTINENTAL 

TELEPHONE 
CORPORATION 

Building  Solid  Growth 
Through  Better  Service 
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Stock  Comments 


Murphy's  Law 

By  Heinz  H.  Biel 


^—  ooking  back  at  the  events  of  this 
year's  first  quarter,  our  President  will 
regretfully  conclude  that  just  about  ev- 
erything that  could  go  wrong  did  go 
wrong.  There  were,  of  course,  things 
that  are  beyond  anyone's  control.  The 
weather,  for  instance — too  snowy  in  the 
East,  too  rainy  in  the  West  and  too  cold 
all  over  the  country. 

And  who  would  have  thought  that  the 
coal  strike,  which  began  in  the  fall, 
would  last  into  the  spring?  The  settle- 
ment will  set  a  precedent  for  other  labor 
contracts,  and  off  we'll  go  for  another 
whirl  in  the  wage/price  spiral. 

Our  huge  international  payments  defi- 
cit has  made  our  dependence  on  foreign 
oil  glaringly  apparent.  Yet  nothing  is  be- 
ing done  about  discouraging  consump- 
tion and  encouraging  domestic  produc- 
tion. No  wonder  our  dollar  has  been 
getting  murdered  in  the  world's  foreign 
exchange  markets. 

The  Israel/Egypt  rapprochement, 
which  seemed  to  hold  so  much  promise 
for  eventual  peace  in  the  Mideast  only  a 
few  months  ago.  has  given  way  to  a 
frozen  stance  of  both  parties,  virtually 
forcing  Mr.  Carter  into  the  unenviable 
position  where  he  will  have  to  knock 
heads  together,  if  anything  is  to  be  ac- 
complished at  all.  Meanwhile  the  Cu- 
bans, whom  our  U.N.  ambassador  de- 
scribed as  a  "stabilizing  force"  when  they 
made  possible  the  establishment  of  a 
leftist  government  in  Angola,  are  threat- 
ening to  cause  further  trouble  by  their 
presence  en  masse  in  Ethiopia. 

But,  contrary  to  Murphy's  Law,  not 
everything  that  could  go  wrong  went 
wrong  in  the  first  quarter.  The  President 
scored  a  victory  when  the  first  Panama 
Canal  treaty  squeaked  through  the  Sen- 
ate with  one  vote  to  spare.  Alas,  it  seems 
that  nobody  really  gives  a  damn  about 
Panama,  the  canal  or  the  treaty. 

Heinz  H .  Bid  is  a  vice  president  of  the  NYSE 
fit  in  ofjanney  Montgomery  Scott  Inc. 


44 . . .  The  last  guy  you  should  ask  what  to  buy  for  a 
rally  is  an  investment  adviser  whose  orientation 
is  necessarily  anything  but  short  term  . .  ." 


It  does  not  make  much  difference 
whether  an  omniscient  stock  market  had 
been  anticipating  these  and  many  other 
negatives  all  along,  or  whether  the  mar- 
ket s  further  decline  in  recent  months  is 
merely  a  reflection  of  newspaper  head- 
lines. The  more  important  questions  are 
whether  the  present  reduced  level  of 
stock  prices  takes  into  account  the  pres- 
ent state  of  affairs,  and  whether  it  also 
adequately  discounts  whatever  further 
woes  one  can  see  coming. 

I  am  afraid  that  I  cannot  be  very  opti- 
mistic on  that  score.  Nevertheless,  it  is 
not  unlikely  that  for  a  while,  at  least,  the 
downward  pressure  will  ease  and  that 
some  buyers  will  return  to  the  stock 
market.  After  all,  even  the  coal  strike 
finally  came  to  an  end;  the  Mideast  did 
not  explode  into  a  major  confrontation; 
and  a  nasty  winter  is  over. 

One  of  the  more  encouraging  develop- 
ments was  a  recent  front-page  headline 
in  The  New  York  Times  saying:  "Infla- 
tion, not  jobs,  is  worst  problem,  Carter 
aides  report."  It  seems  that  Treasury 
Secretary  W.  Michael  Blumenthal  and 
the  chairman  of  the  Council  of  Economic 
Advisers,  Charles  Schultze,  finally  got 
together,  warning  that  the  rate  of  infla- 
tion was  accelerating  and  urging  the 
President  to  get  the  federal  government 
to  take  the  lead  and  do  something  about 
it.  This  memo  to  Mr.  Carter  followed  by 
only  a  few  days  the  new  chairman  of  the 
Federal  Reserve  Board  William  Miller's 
clear  and  candid  statement  that  inflation 
has  to  be  brought  under  control  before 
we  can  lick  the  other  economic  and  social 
problems. 

I  hope  this  forthrightness  turns  out  to 
be  more  than  just  a  new-broom  syn- 
drome. Right  now  it  looks  as  if  Mr.  Mil- 
ler may  prove  to  be  a  strong  and  coura- 
geous defender  of  the  dollar.  These  are 
traits  that  are  badly  needed,  because 
there  are  powerful  people  in  the  White 
House,  in  the  President's  Cabinet  and 
on  Capitol  Hill  who  stick  to  the  naive 
belief  that  we  can  legislate  unemploy- 
ment out  of  existence. 

If  the  anti-inflation  voices  get  louder 


and  can  be  heard  around  the  world,  the 
dumping  of  dollars  may  subside.  This 
would  accomplish  more  than  the  ineffec- 
tual expenditure  by  the  Fed  and  the 
central  banks  of  Europe  and  Japan  of 
tens  of  billions  in  support  of  the  dollar 
which,  when  appraised  objectively,  is 
anything  but  overvalued. 

If  the  dollar  can  regain  a  fair  degree  of 
stability  vis-a-vis  other  major  currencies, 
then  our  market  could  enjoy  a  truly 
worthwhile  rally.  Even  foreign  inves- 
tors, who  have  been  on  the  sell  side  of 
the  market  ever  since  the  dollar  began  to 
crumble,  may  want  to  take  a  nibble  on 
our  stocks  once  again. 

Please  note  that  I  am  using  the  term 
rally.  It  connotes  the  temporary  nature 
of  the  change  in  the  market's  direction.  I 
continue  to  have  misgivings  on  the  long- 
er-term outlook.  A  business  recession 
may  be  on  its  way  in  this  country  and  it 
could  be  a  serious  one,  because  the 
economies  of  some  of  our  major  trading 
partners  abroad  are  not  robust. 

In  buying  stocks  for  a  rally  I  would  not 
pick  those  that  have  been  relatively 
strong  already  for  reasons  of  their  own, 
like  potential  takeover  candidates.  I 
would  also  avoid  stocks  of  smaller  com- 
panies that  may  be  superb  investments, 
but  which  are  unlikely  to  attract  specula- 
tive buying  for  a  quick  move.  For  that 
you  need  stocks  with  a  broad  following 
and  above-average  volatility.  Also,  qual- 
ity is  not  all-important  when  you  buy  a 
stock  for  a  trade  rather  than  for  an  ex- 
tended holding  period.  In  other  words, 
the  last  guy  you  should  ask  what  to  buy 
for  a  rally  is  an  investment  adviser  whose 
mental  orientation  is  necessarily  any- 
thing but  short  term. 

With  this  caveat  in  mind,  stocks  like 
Texas  Instruments  and  Intel,  Burroughs 
and  Xerox,  Merck,  General  Electric  and 
Kodak  could  be  good  performers.  I  think 
all  the  major  forest  products  companies 
are  oversold  and  may  snap  back  in  a 
strong  rally.  The  same  goes  for  the  lead- 
ing chemicals  and,  unless  you  share  my 
personal  prejudices,  the  steel  and  non- 
ferrous  metals  stocks.  ■ 
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"I  wish  there  were 

70  minutes  in  every  hour, 

25  hours  in  every  day  and 
8  days  in  every  week." 


"I  see  myself  as  an  active  participant 
in  life.  I've  discovered  that  the  more  I 
participate,  even  if  it  means  taking  risks, 
the  more  I  get  out  of  each  day.  This  joy 
I  get  in  my  work  and  personal  life  has 
created  an  expansion  of  my  energy  and 
time  that's  greater  than  I  ever  considered 
possible.  The  results  are  incredible. 

"My  career  is  on  the 
threshold  of  skyrocket- 
ing. I  can  feel  it.  I  know 
it.  I'm  good.  I'm  out 
there  doing  it,  working 
harder  than  ever. 

"I'm  playing  harder 
than  ever,  too.  Until  last 
year,  I  hadn't  climbed  a 
mountain  since  the  Sierra 
Nevada  back  when  I  was 
in  high  school.  Now  I'm 
climbing  again.  The  dif- 
ference is  that  now  I  can 
afford  the  air  ticket  to  get 
to  the  mountain. 

"I'm  climbing  the 
mountain  differently,  too. 
Back  then,  it  was  always 
the  challenge.  How  far 
could  we  go  in  a  day? 
Invariably,  we'd  complete  in  four*  days  what 
we  set  out  to  do  in  a  week.  Then  we'd  sit 
around  twiddling  our  thumbs  for  three 
days.  Now  I  take  my  time  and  enjoy  every 
minute  of  the  climb.  The  experience  of 
getting  there  is  more  important  than 
reaching  the  top. 

"It's  the  same  with  skiing,  too.  Now 
I'm  just  enjoying  it  and,  I  must  say,  my 
skiing  has  improved  tremendously. 


"When  I  give,  it's  usually 
110%  of  myself  .And  I  get  a 
lot  back  for  it." 


—John  Bradley  Springer,  Architect 

"Instead  of  being  in  the  future  or  cling- 
ing to  the  past,  I'm  finding  incredible 
excitement  by  participating  in  what  I'm 
doing  right  now.  For  me,  reality  is  a  better 
place  to  be  than  fantasy. 

"How  does  PLAYBOY  today  fit  where  I 
am  today?  Very  well.  Amazingly  well,  now 
that  I  think  about  it.  It's  as  though  they 

knew  exactly  where  I've 
been  and  where  I  am, 
because  it's  exactly 
where  they  were  and 
where  they  are." 

Right  you  are,  John 
Springer.  We've  stayed 
with  you  all  the  way.  And 
as  you've  changed,  we've 
changed.  That's  why  you 
and  millions  of  men  like 
you  read  PLAYBOY  every 
month.  You're  the  most 
vital,  alive  group  of 
young  men  to  come  down 
the  pike  in  a  long  time— 
the  most  vibrant  group  of 
prospects  American  busi- 
ness has  been  blessed 
with  since  the  post-World 
War  II  boom. 
And  American  business  can  reach 
more  of  you  for  their  advertising  dollar  in 
PLAYBOY  than  in  any  other  men's  magazine, 
newsweekly  or  sportsweekly. 

68%  more  male  readers  for  their  dollar 
than  in  Newsweek. 

90%  more  for  their  dollar  than  in 
Sports  Illustrated. 

114%  more  for  their  dollar  than  in 
Time. 


The  Playboy  reader.  His  lust  is  for  life. 


Source:  TGI,  Fall  1977.  Playboy.  PLAYBOY  is  a  njark  of  Playboy.  Keg.  U.S.  Pat.  Off.  ©  1977.  Playboy. 


6.06% 

tax-free 


is  paid  by  the  Nuveen  Tax-Exempt 
Bond  Fund,  Series  103.  It  consists  of 
a  diversified  portfolio  of  22  munici- 
pal bonds  selected  by  Nuveen,  the 
largest  sole  sponsor  of  tax-free 
bond  funds  with  over  $2.3  billion 
outstanding.  Nuveen  has  been  spe- 
cializing in  municipal  bonds  since 
1898.  No  management  fee.  (This  is  a 
unit  trust,  not  a  mutual  fund.)  Re- 
deem your  shares  whenever  you  wish 
at  the  then  current  net  asset  value. 
For  more  information,  mail  the  cou- 
pon or — 

call  toll-free  (800)  221-4276 
except  in  New  York  State 
call  (212)  344-8300. 

nuveen 

tax-exempt  bond  fund 

61  Broadway 
New  York,  NY  10006 

Please  send  me  free  information, 
including  a  prospectus,  on  the 
Nuveen  Tax-Exempt  Bond  Fund, 
Series  103. 1  am  interested  in: 

□  automatic  re-investment  to  get 
the  benefits  of  tax:free  com- 
pounding. 

□  a  check  monthly,  quarterly  or 
semi-annually  as  I  choose. 

Name 
Address 


Money  And  Investments 


City 


State 


Zip 


Telephone  Home 


Business 


Brokerage  Firm 


Name  of  Broker 

I  would  anticipate  an 

initial  investment  of  $  

For  more  complete  information 
about  the  Nuveen  Tax-Exempt 
Bond  Fund,  Series  103,  includ- 
ing charges  and  expenses,  send 
for  a  prospectus  by  mailing  this 
coupon  or  telephoning.  Read  it 
carefully  before  you  invest  or  send 
money.  F4-17 


J 


"This  represents  the  net  annual  Interest  income, 
after  annual  expenses,  divided  by  the  public 
offering  price  as  of  3/13/78.  It  varies  with 
changes  in  either  amount.  This  figure  is  based 
on  semi-annual  payments.  Interest  income  may 
be  subject  to  state  and  local  taxes. 
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Harnessing  The 
American  Dreair 

By  Thomas  P.  Murphy 


Kenneth  and  Lawrence  Sherman  un- 
derstand something  deeply  American: 
the  conviction  that  an  invention  can  still 
make  it  big  and  the  reluctance  to  spoil 
the  federal  government  by  sending  it  too 
much  tax  money.  The  device  the  Sher- 
man brothers — they  are  identical 
twins — use  to  achieve  this  symbiosis  is 
Cambridge  Research  &  Development 
Group,  which  happens  to  be  located  in 
Westport,  Conn. 

It  all  started  in  the  mid-Sixties  when 
Ken  Sherman,  then  fresh  from  Harvard 
Business  School,  invented  a  valve  that 
enabled  consumers,  for  example,  to  mix 
strong  and  weak  detergents  from  a  bottle 
and  licensed  the  patent  to  Carter- Wal- 
lace Inc.  Meantime,  brother  Larry,  who 
was  originally  headed  for  dental  school, 
changed  his  mind  and  also  went  to  Har- 
vard Business  School. 

Despite  the  early  success  in  licensing 
the  valve,  the  Shermans  found  that  roy- 
alties were  hard  to  come  by  to  support 
new  research  and,  now  and  then,  to 
develop  inventions  brought  to  them  by 
others.  To  keep  groceries  on  the  table, 
they  formed  Cambridge  Research  and 
sold  off  partnership  shares.  Since  Cam- 
bridge Research  &  Development  was 
losing  money,  and  promised  to  continue 
doing  that  for  some  time,  the  partners 
could  write  off  its  losses  on  their  income 
taxes.  However,  not  just  anybody  could 
become  a  partner.  The  Shermans  looked 
for  investors  who  could  also  help  in  the 
business. 

By  1974,  with  over  $4  million  of  part- 
ners money  invested  in  research  and 
development,  and  not  much  cash  income 
to  show  for  the  effort,  the  Shermans 
decided  on  a  new  tack. 

Everyone  trying  to  license  patents  to 
large  corporations  is  prepared  for  the 
N.I.H.  (not  invented  here)  factor.  The 
Shermans,  who  are  remarkably  persua- 

Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


sive,  overcame  that  one.  But  a  secoj 
problem,  they  finally  concluded,  wi 
just  about  impossible.  Inventions,  the 
found,  have  a  way  of  getting  neglected  i 
a  large  company. 

The  Shermans'  response  was  direc 
and  inventive.  If  big  companies  wer 
dilatory  with  inventions,  the  Sherman 
themselves  would  start  new  compania 
based  on  inventions. 

The  pre-Tax  Reform  Act  laws  abette 
that  plan  nicely.  The  first  four  companie 
were  structured  in  a  way  that  gave  thi  Jf 
partners  a  $3  tax  writeoff  for  every  $jT 
they  put  into  the  deal.  This  account: 
partially  anyway,  for  the  ease  with  whicj 
the  Shermans  attracted  several  millio 
dollars  from  investors  not  otherwisj 
known  for  venture-style  investing. 

As  for  the  companies,  the  most  amb 
tious  of  them  is  called  the  VSC  Co.  VS1 
stands  for  variable  speed  control,  and  S 
million  of  the  $4.2  million  Cambridg 
used  was  to  perfect  that  invention.  It  is 
method  for  speeding  up  or  slowing  dow 
recorded  speech  without  changing  i 
pitch  or  tone,  and  several  larger  comfl 
nies  had  failed  in  efforts  to  develop  sud 
a  device.  The  applications  include  diet; 
tion  transcribers.  In  that  use  a  secretar  » 
can  slow  her  staccato  boss  down  to  6 
words  a  minute,  or  a  doctor  can  speed 
tape  recorded  at  150  words  a  minute  I 
300  and  cut  listening  time  in  half. 

VSC  is  also  an  example  of  the  aj 
proach  the  Shermans  are  taking  to  sta 
ing  businesses.  They  are  looking  for  firs 
class  managers  and  have  a  former  Bend 
vice  president,  Marvin  Flaks,  runnflj 
VSC.  Flaks  is  both  marketing  a  sm£ 
tape  recorder  with  the  VSC  feature  an 
has  licensed  Sony  and  General  Electii 
among  others,  to  offer  the  feature  o 
their  products. 

Three  other  partnerships  are  gettin  , 
into  business,  too.  One  of  them  is  th  ]\ 
Medical  Dispenser  Co.,  which  offers 
pill-dispensing  package  that  helps  pi 
tients  keep  track  of  dosages.  Another 
the  American  Fire  &  Industrial  Pro< 
ucts  Co.,  which  is  starting  to  market 
patented    water-turbine-activated  dn 
that  fits  on  the  end  of  a  fire  hose.  Th 
drill  would  enable  a  firefighter  to  dr 
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Venture  Capital 


!  Irough  the  wall  of  a  burning  building. 
1 1  The  fourth  company,  Family  Planning 
liboratories,   may  illustrate  a  unique 
[m-ength  in  the  Shermans'  approach.  The 
oduct  is  called  Ovu-Guide,  a  hand-held 
gchanical  calculator  that  helps  couples 
ise  the  odds  of  conceiving  a  baby.  Law- 
nce    Sherman    developed    it.  Ovu- 
lide's  patents  were  sold  to  the  partner- 
ip  financing  it  by  Cambridge  for  $7.5 
llion,  with  $2.5  million  in  "real"  mon- 
?ither  cash  or  notes — put  up  by  the 
ftners.  Cambridge  took  $1.5  million, 
lich  left  the  new  company  with  $1 
llion  to  get  started.  So  far,  so  good, 
t  with  new  products,  even  fairly  sim- 
ones,  if  anything  can  go  wrong  it  will. 


.  That  is  the  kind  of 
oblem  that  makes  venture 
pitalists  wish  they  had 
ne  into  dentistry  .  .  ." 


iat  went  wrong  was  a  problem  of 
ting  on  the  three-foot-long  Mylar 
e  that  snakes  through  the  Ovu-Guide. 
antime,  the  editors  of  Reader's  Digest 
eloped  a  concern  for  America's  fertil- 
problem  and  ran  a  story,  last  Decem- 
that  boosted  the  Ovu-Guide.  But 
re  weren't  any  available  and  the  eom- 
iv  had  just  about  run  out  of  money, 
tt  is  the  kind  of  problem  that  makes 
ture  capitalists  wish  they  had  gone 
•)  dentistry. 

Investors  came  to  the  rescue.  Despite 
problems  of  Ovu-Guide,  another 
5  million  was  raised  and,  in  fact,  the 
1    was    oversubscribed    by  2-to-l. 

in  fairness,  the  deal  was  also 
indfathered"  under  the  old  tax  law,  it 
not  entirely  clear  whether  investor 
husiasm  was  motivated  solely  by 
l-Guide. 

^ideed,  that  may  be  the  crux  of  the 
ter.  The  Shermans  approach  to  find- 
inventions  is  thorough.  Cambridge  is 
lening  over  150  submissions  a  month 
ie  days  and  it  has  been  successful  in 
icting  unusually  good  people  to  run 
hew  companies.  But  the  big  money 

all  raised  under  the  old  tax  law. 
he  Shermans  have  polled  the  inter- 
[liaries  who  helped  raise  capital  for 
[companies,  and  they  have  been  told 

investors  are  as  willing  as  ever  to 
c  the  new  ventures.  If  that  proves  to 
true,  the  greatest  invention  of  the 
[hers  Sherman  may  well  be  the  dis- 
tty  of  a  way  to  finance  new 
hrprise.  ■ 


When  we  stopped  getting 
Barrens- we  lost  our  best 
source  of  market  information. 

"We  sure  got  Barrens  back 
in  a  hurry!" 


Harold  and  Gretchen  Thompson 
Houston,  Texas. 


"Gretchen  and  I  have  been  Barron's 
readers  for  over  fifteen  years.  Once, 
when  we  let  our  subscription  run  out,  we 
really  found  ourselves  at  a  loss.  We 
couldn't  get  the  complete  story  on  all  the 
listed  stocks  and  all  the  markets  from 
the  local  papers.  We  couldn't  keep  up  with 
yields,  dividends,  the  daily  and  weekly 
highs  and  lows.  We  couldn't  find  anything 
like  Barron's  anywhere  else!' 

If  you  want  to  put  your  finger  on 
financial  statistics  fast. ..if  you  want  and 
need  background  information,  detailed 


information,  complete  information... if 
you  want  facts,  figures,  and  insights 
about  the  future  of  industries,  companies, 
markets— you  need  Barron's.  And 
you  need  it  every  week.  Because  we  look 
ahead.  We  report  ahead.  For  investors 
and  for  business  people  who  are  intent 
on  getting  ahead.  That's  why  we 
have  over  one  million  readers?  Because 
events  move  fast,  so  should  you. 
Subscribe  today.  Now! 

•Source:  TGI.  Fall  1977. 

Today  is  history.  Tomorrow  is  Barron's. 


^BARRON'S 

The  National  Business  and  Financial  Weekly  from  Dow  Jones 

200  Burnett  Road,  Chicopee,  Mass.  01021 

□  Please  enter  my  subscription  to  Barron's  for  3  months  ( 13  issues )  at  $9. 

□  I  prefer  one  year (52  issues)  at  $32. 

□  Payment  enclosed.    □  Bill  me. 

Also  send  me  as  a  special  free  gift  a  copy  of  "10  Rules  for  Investors'.' 


Name- 


Address- 
City  


l_ 


Prices  good  in  U.S.  and  Possessions  only 


_ State  - 


_  Zip  _ 
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GREEN 
TREES 

. . .black  oil  and  yellow  gold 
are  only  a  few  of  the  colors 
we're  investing  in  for  long- 
term  capital  growth. 

If  you  believe,  as  we  do, 
that  certain  natural  resources 
are  becoming  more  scarce, 
more  in  demand  and  more 
valuable... 

Call  or  write. 

ROWE  PRICE 
NEW  ERA  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

h'or  more  complete  information,  including 
the  management  fee  and  other  charges  and 
expenses,  ohtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

800-638-1527 

It  busy,  or  in  Maryland  call 
301-547-2136  collect. 


Money  And  Investments 


EXECUTIVES/ PROFESSIONALS 
EARNING  $20,000  A  YEAR  OR  MORE: 

LOANS  BY  MAIL 
UP  TO  $15,000. 

Borrow  in  privacy  from  Dial  Financial 
Corporation.  Founded  1897.  Listed 
New  York  Stock  Exchange.  Use  the 
money  for  any  purpose. 

For  full  details,  call  us  collect,  at 
(714)  835-4774.  Or  write  P.  J.  Pattee 
at  the  address  below. 

Dial  Financial  Corporation  f  iTTJTl 


Dial  Financial  Corporation  Dept  6217 

Executive/Professional  Loan  Division 
1505  E,  17th  St  Suite  214 
Santa  Ana.  California  92701 


N«m»_ 


Address- 
City  


Give  to  the  college 
of  Your  choice. 


•mm? 


*  'he  Adveriisinq  Council 


The  Tree  Of 
Civilization 

By  John  Train 


■  he  olive  tree  has  been  called  the  tree 
of  civilization,  since  it  only  bears  in  sig- 
nificant quantity  a  good  20  years  after  it 
is  planted.  "You  plant  an  olive  tree  for 
your  grandson,"  they  say  in  Europe.  The 
farmer  must  have  confidence  in  the  fu- 
ture  in  order  to  justify  the  original  immo- 
bilization of  capital — represented  by 
both  the  land  and  the  plant — and  the  20 
years  faithful  watering  and  tending. 
That's  the  essence  of  a  civilized  society:  a 
framework  in  whic  h  to  work  and  to  reap 
the  benefits  of  one's  labor. 

If  a  farmer  ties  up  his  land  and  his 
years  of  toil  only  to  have  his  prize 
snatc  hed  awav  before  he  can  enjoy  it,  he 
would  have  been  better  off  putting  by  his 
money  and  labor  in  an  unproductive  but 
riskless  and  invisible  "store  of  value," 
such  as  bullion. 

Is  it  such  a  mystery  why  the  price/ 
earnings  ratio  at  which  stocks  sell  has 
been  eroding  for  over  15  years  .  .  .  for 
what  will  soon  be  an  entire  generation? 

I  don't  find  it  strange'.  Before  I  advise 
a  client  to  tie  up  capital  for  a  number  of 
years,  subject  to  punitive  taxation  and 
with  a  real  possibility  that  the  rules  will 
be  changed  en  route  so  that  it  will  be 
twice  that  time,  or  indeed  infinity,  be- 
fore he  recovers  his  investment  in  real 
terms,  I  have-  to  be  convinced  that  the 
game  is  truly  worth  the  candle.  So  does  a 
board  of  directors  contemplating  a  cap- 
ital-investment program. 

Unfortunately,  these  days  too  often  it 
is  far  from  clear  that  the  game  is  not 
really  worth  the  candle.  A  large  propor- 
tion of  all  major  American  companies  are 
paying  out  less  in  dividends  than  thev 
have  to  borrow,  just  to  maintain  a  stream 
of  earnings  that  very  possibly  does  not 
keep  up  with  inflation. 

Furthermore,  if  by  some  miracle  a 
group  of  investors  put  their  money  into  a 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


really  successful  venture,  they  can  on] 
expect  to  keep  25%  or  so  of  the  resultin 
profit,  after  taxes,  and  often  a  lot  les 
The  government  at  various  levels  tak( 
the  other  75%. 

That  is  a  heav  ier  bite  than  any  but  til 
most  insatiably  greedy  governmeil 
have  dared  to  demand  in  the  past. 

Here's  the  math:  If  the  compan 
makes  a  profit,  the  government  ge 
about  48%  in  taxes.  When  the  compan 
pays  out  the  profit  in  dividends,  th 
government  takes  another  30%  to  50%  < 
what's  left  in  personal  income  taxes. 

In  addition,  other  levels  of  govea 
ment  get  state  taxes,  municipal  taxei 
excise  taxes,  sales  taxes  and  many  othe 
taxes  and  charges.  In  fact,  it's  quite  eas 
for  a  well-to-do  family  that  ow  ns  a  bus 
ness  to  pay  out  859!  of  their  profits  in  tlj 
form  of  taxes. 

Even  more  exasperating,  taxes  are  \v\ 
ied  on  accounting  profits,  while  the  owi 
ers  know  that  they  will  have  to  replac 
worn-out  plant  at  much  higher  figun 
than  is  allowed  as  depreciation  for  ts 
purposes.  In  fact,  therefore,  corporal 
taxes  are  often  75%  of  profits,  rather  tha 
.50%.  The  easiest  proof  of  this  is  that  th' 
profits  of  the  Dow  Jones  industrials  ar 
turning  out  to  be  overstated  by  a  god 
third,  if  one  takes  account  of  replace 
ment  cost  and  depreciation. 

Thus,  corporate  taxes  are  often  75%j 
true  profits;  taxes  on  div  idends  take  30j 
to  .50%  of  the  remaining  25%;  leaving  tl 
shareholder  with  12.5%  to  17.5%  befl 
stale,  municipal  and  other  taxes,  an 
remarkably  little  at  the  end  of  the  line 

At  the  same  time  an  enormous,  par 
sitie  federal  government — one  of  who! 
prime  activities  is  to  police  extreme, 
complicated  transfer  payments — h 
arisen  The  government  s  own  figure  J 
the  total  cost  for  the  completion  an 
processing  of  federal  forms  is  $40  b 
lion — roughly  half  the  true  aftertax  pro 
its  of  all  American  corporations 

And  the  economic  impact  of  feder 
government  regulation  of  business  is  fi 
higher  than  that,  perhaps  multipli 
higher.  Far  higher  than  can  possibly  1 
justified — and  extremely  inflationary. 

Another  hazard  to  equitv  inve  stors 
of  course,  the  competitive  tug  of  the  hi; 
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yields  of  fixed-income  securities — again 
a  (unction  of  government-fueled  infla- 
tion. II  one  were  trying  to  fix  a  fair  figure 
for  the  relative  yields  on  run-of-the-mill 
stocks  and  on  bonds,  given  the  uncer- 
tainties facing  the  investor  in  stocks,  I 
wonder  if  it  would  not  be  the  same  yield 
for  both? 

Even  more  dismal  is  the  fac  t  that  to 
change  this  unappetizing  environment 
will  require  a  different  mentalit)  in  the 
people  ot  the  country.  W  hat  will  it  take 
to  wake  them  up  hi  a  sober  and  realistic 


attitude.'"  Hard  times, 
the    Greeks  said: 


'Path*  mathos, 
Learn  through 


.  .  When  the  public  feels 
in  its  guts  the  consequences 
of  what  is  happening,  its  point 
of  view  will  change  .  .  ." 


suffering. 

Onk  w  hen  the  public  really  feels  in  its 
guts  the  consequences  of  what  IS  hap 
■  pening  w  ill  its  point  of  view  change.  This 
I  process  is  likely  to  be  exceedingly  pain- 
ful as  those  groups  who  have  less  politi- 
cal power  arc  squeezed  by  those  groups 
who  have  more.  The  whole  class  of  pen 
sinners  is  being  wiped  out  to  the  advan- 
tage of  union  workers  w  ith  high  political 
clout,  and  of  course-  the  nongovernmen- 
tal part  of  the  population  is  exploited  l>\ 
the  governmental  part. 

For  example,  the  most  precious  thing 
an  older  person  can  now  have  is  a  retire 
jiment  income  that  will  rise  to  correspond 
with  inflation.  But  otil)  retired  federal 
government  officials  are  in  this  happy 
position.  Theirs  is  the  only  employer 
that  can  undertake  obligations  that  arc 
linked  to  the  cost  of  living,  since  it  need 
kmly  print  the  money. 

So  the  same  bureaucrats  who  fan  infla- 
tion are  shielded  from  its  effects.  No 
need  to  announce  more  committees  to 
■worry  about  capital  formation.  The  sav- 
ers of  the  U.S. — both  individual  and  cor- 
porate1— are  conducting  a  capital  strike, 
md  there  will  be  no  easy  way  to  get 
them  to  open  their  pockets. 

This  has  often  been  true  in  other  eoun- 
ries,  which  is  why  gold  has  been  so 
popular  since  the  beginning  of  time. 

old's  about  the  only  convenient  invest- 
nent  that  maintains  value  in  real  terms 
vithout  being  dependent  on  the-  exis- 
ence  of  a  good  government.  Alas,  it  s 
ilso  nonproductive:  The  farmer  pre- 
serves his  capital,  but  the  rest  of  us  pay 
norc  tin  nli\  es.  ■ 


Get  to  know  Conrac... 


before  you  look  inside 


In  medicine,  high-resolution  displays  are  needed  to  show  minute 
differences  in  tissue  and  bone  composition,  and  over  80  percent 
of  the  world's  brain  and  body  (CAT)  scanners  use  Conrac 
monitors.  If  you  know  a  radiologist,  ask  him  about  Conrac.  He 
knows  us  well . .  .and  so  shou'd  you  if  you're  looking  for  a  company 
on  the  move.  For  example,  our  sales  to  the  data  display  market 
grew  31  percent  in  1977  and  have  nearly  tripled  since  1972.  At 
Conrac,  we  manage  for  growth  . . .  successfully. 


CONRAC 


Write:  Conrac  Corporation,  Three  Landmark  Square,  Stamford,  Conn.  06901 


TOWARDS  GREATER  INCOME 
WITHOUT  HIGHER  COSTS. 

For  a  minimum  investment  of  $2,500,  Fidelity 
Aggressive  Income  Fund  may  lead  you  to  greater 
income.  Our  portfolio  of  lower  rated  corporate  bonds 
is  under  continuous  professional  management 
to  seek  high  income  while  limiting  risk. 


NO  [ 
SALES 
CHARGE.  I 


There  is  no 
sales  charge  for 
The  Fund;  a  sav- 
ings over  competi- 
tive investments. 
There  is  impressive 
liquidity  and  more  to  discover 
Do  so  today. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

FIDELITY  GROUP 

Over      billion  ol  .isscts  under  management. 


P.O.  Box  832,  Dept.  FF80417 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  complete  information, 
including  fees  and  expenses,  please 
write  or  call  for  a  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money. 


City 

State  ^_Zip  

Retirement  Plan  Information  Keogh\  \IRAl  \403B[ 
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Market  Trends 
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Remove  The  Drama 


By  Peter  G.  Banzhaf 

". .  .  That's  somebody  else  unloading  at  this  absurd  price, 
not  you.  What  do  you  care?  Since  you're  a  long-term 
investor,  it's  quite  literally  not  your  money  . .  ." 


ith  the  Dow  Jones  industrial  aver- 
age down  sharply,  it's  the  rare  investor 
who  doesn't  have  some  pretty  good 
losses  in  his  common  stock  portfolio. 

We  all  have  some  losers — all  of  us. 
What's  important  is  not  that  we  have 
them,  but  that  we  don't  get  too  worked 
up  about  them,  that  we  don  t  let  them 
cloud  our  judgment.  They  are  business 
losses,  nothing  more.  And  as  such,  they 
should  be  dealt  with  in  an  unemotional 
and  businesslike  manner.  Without  an- 
guish or  recrimination.  With  cool,  as 
they  say. 

The  corporation  in  which  you  own 
shares  is  probably  still  healthy.  The  envi- 
ronment surrounding  your  investment 
has  been  altered,  yes.  But  the  company 
is  the  same  company  it  was  with  the 
same  prospects  it  had  when  it  was  selling 
25%  above  today  s  niggardly  bid.  It  is 
only  this  poor,  dispirited  market — this 
perfectly  ordinary,  though  protracted, 
decline — that  is  causing  you  trouble. 

You  can't  change  the  market,  and  hop- 
ing for  a  speedy  recovery'  is  probably 
futile.  The  most  sensible  thing  you  can 
do  is  remove  the  drama  from  the  situa- 
tion— take  yourself  out  of  it — and  refuse 
to  join  the  confusion.  Unless  you're 
forced  to  sell  your  shares  soon — or  are 
being  made  too  uncomfortable  by  the 
erosion — the  price  shouldn't  affect  you. 
That  s  somebody  else  unloading  at  this 
absurd  price,  not  you.  What  do  you 
care?  Since  you're  a  long-term  investor, 
it's  quite  literally  not  your  money. 

After  you  ve  established  your  inde- 
pendence of  the  daily  price,  the  next 
step  should  be  to  take  a  really  hard  look 
at  the  companies  in  question.  Has,  in 
fact,  anything  changed  in  the  company's 
basic  earning  power?  Has  the  dividend 
been  slashed  by  a  frightened  board  of 
directors?  Is  an  important  patent  or 
product  line  in  question?  Has  the  bal- 

Peter  G.  Banzhaf  is  a  vice  president  with 
Robert  \V.  Baird  {?  Co.  Inc.,  Milwaukee,  Wis. 


ance  sheet  been  damaged  since  last  you 
looked?  If  not,  take  a  look  at  your  own 
personal  situation. 

Do  other  circumstances  indicate  the 
need  for  a  1978  tax  loss?  If  so,  fine.  Take 
your  licking  and  put  it  where  it  can  do 
you  the  most  good. 

Will  a  further  decline  in  the  shares — 
and  any  other  shares  you  hold — place 
any  of  your  other  plans  in  jeopardy?  Will 
you  need  some  of  your  capital  for  an 
unpostponable  major  expense:  the  re- 
modeling of  the  house,  the  sending  of  an 
adolescent  to  college  perhaps?  If  so,  sell 
enough  of  your  assets  now  to  provide  for 
whatever  needs  you  see  in  the  interme- 
diate future. 

If  you  have  none  of  these  problems, 
however,  and  your  constitution  can  han- 
dle the  unpleasantness  that  is  being  vis- 
ited upon  us,  it  might  be  fun  to  review 
why  a  person — any  person — buys  com- 
mon stocks  in  the  first  place.  Since  it 
hasn't  been  for  entertainment,  there 
must  be  something  more  substantial  be- 
hind it. 

What  we're  generally  after  is  partici- 
pation in  an  expanding  earnings  stream 
that  will,  over  the  years,  reward  us  ei- 
ther by  providing  regular  increases  in 
dividends,  an  increase  in  the  market 
price  of  the  shares  or — as  is  most  often 
the  case — a  combination  of  the  two.  As 
long  as  the  enterprise  prospers  and  you 
have  the  power  to  hold  on,  you  can  be 
pretty  sure  you'll  be  paid  off  one  way  or 
the  other. 

Let  s  use  American  Telephone  as  an 
example.  Say  you  had  bought  Telephone 
about  ten  years  ago  when  it  was  selling  at 
60.  Your  newly  acquired  shares  at  that 
time  generated  dividends  of  82.20  each 
year  and  were  yielding  3.65%.  Since 
then,  business  has  been  good  at  the  tele- 
phone company  and  the  board  has  been 
passing  some  of  that  goodness  on  to  you 
as  a  part  owner.  The  AT&T  dividend 
today  is  $4.60  a  share.  It  has  been  in- 
creased eight  times.  And  even  though 
the  price  of  the  stock  is  still  around  60, 
your  yield  has  increased  to  7.45%.  Over 
the  vears,  of  course,  there  is  certainly 


the  possibility  that  the  dividend  will  be 
hiked  again.  And,  some  day  the  price  of 
the  common  will  go  up,  just  as  it  has  in 
the  past.  With  that  kind  of  record, 
wouldn't  you  rather  own  Telephone  than 
an  8V2%  bond?  I  would. 

Fort  Howard  Paper  Co.  (31)  is  another 
stock  I  would  rather  own  than  a  bond, 
even  though  the  yield  doesn't  match  Ma 
Bell  s.  Fort  Howard  is  a  producer  of 
disposable  paper  products  like  toilet  and 
facial  tissue,  paper  towels  and  napkins. 
While  perhaps  not  a  well-known  name, 
it  has  nonetheless  increased  its  earnings 
and  dividends  in  each  of  the  last  ten 
years,  an  achievement  unlikely  to  have 
been  produced  by  luck. 

Fort  Howard  has  a  real  ability  to  mar- 
ket its  products,  which  go  primarily  to 
commercial,  industrial  and  institutional 
customers.  Additionally,  it  is  an  unusual- 
ly capable  manufacturer.  And  financial- 
ly, it  has  been  able  to  handle  most  of  its 
own  massive  capital  expansion.  Substan- 
tial new  capacity  will  come  on  stream 
from  a  new  mill  being  built  at  Muskogee, 
Okla. ,  the  first  phase  of  which  should  be 
in  operation  just  about  now.  Fort  How- 
ard is  selling  at  roughly  nine  times  our 
1978  earnings  estimate  of  S3. 65  (up  from 
S3. 39  last  year),  and  is  near  the  bottom  of 
its  trailing  52-week  price  range.  These 
are  underpriced  assets.  And,  like  Tele- 
phone, one  of  these  days  they're  going  to 
go  up.  Furthermore,  if  I  held  it  at  a  loss, 

I  wouldn't  waste  a  moment  worrying 
about  it. 

There  are  lots  of  cheap  stocks  out 
there  in  our  poor,  undernourished  mar- 
ket. And,  as  many  people  have  ob- 
served, it  contains  the  cheapest  assets  in 
the  Western  world.  And  the  fact  that 
they  may  get  cheaper  doesn't  change  the 
validity  of  the  statement. 

So  if  you've  got  a  couple  of  extra  bucks 
on  you,  don  t  be  afraid  to  slip  in  there 
and  pick  up  a  few  quality'  names.  And  if 
they  decline  a  little  further,  don't  be 
upset.  All  trends  change.  Even  1974 
came  to  an  end,  and  when  it  did,  there 
were  some  very,  very  good  days  over  at 

II  Wall  Street.'  ■ 
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ANNOUNCING  a  whole  new  series  of  Spec/a/  Stock  Selectors 
inow  updated  weekly  in  The  Value  Line  Survey.  FO  R  EX  AMPLE: 


Net  Working  Capital 

\nd  at  discounts  up  to  76%  off  tangible  book  value 


hese  are  very  special  situations— 
omething  like  cash  at  a  discount, 
he  per  share  liquidating  values  of 
hese  stocks  are  greater  than  their 
ecent  market  prices. 
^  company's  net  working  capital  is 
he  current  assets  (cash  and  equiv- 
lents)  that  would  remain  if  ALL 
abilities  and  preferred  stock  were 

be  retired. 
)f  1700  stocks  under  review  by  The 
'alue  Line  Investment  Survey,  we 
ow  pinpoint  38  stocks— including 
ome  big  names— currently  selling 
elow  net  working  capital  per  share 
/alue  Line  March  10).  .  .  and  as 
luch  as  76%  below  tangible  book 
alue  per  share. 

special  Stock  Selectors 

he  list  of  stocks  in  the  above  cate- 
ory  will  come  to  you  automatically 
nder  the  offer  below .  .  .  along  with 
3veral  other  Special.Stock  Selectors 
ow  updated  every  week  in  the  ex- 
anded  Value  Line  Survey,  including: 
IGHEST  YIELDS— The  100 
:ocks  (among  1700  under  regular 
jview)  offering  the  highest  yields, 
ased  on  estimated  dividends  in 
e  next  12  months.  The  yields  cur- 
sntly  range  from  15.2%  to  8.7% 
'alue  Line  Mar.  10). 
IGHEST  APPRECIATION  PO- 
ENTIAL— The  100  stocks  offer- 
the  highest  3  to  5  Year  Appre- 
tion  Potential,  based  on  estimated 
rnings  and  P/E's  in  that  future 
>an.  The  potentials  currently  range 
)m  485%  to  230%  (Value  Line 
ar.  10).  CAUTION:  some  of  these 
ocks  are  very  risky. 
OST  TIMELY  STOCKS— The 
'0  stocks  currently  ranked  1  (Highl- 
and the  300  ranked  2  (Above 
'erage)  by  Value  Line  for  Prob- 
le  Price  Performance  in  the  Next 
Months— relative  to  all  1700 
5Cks  under  regular  review. 
DNSERVATIVE  STOCKS— The 
)cks  ranked  1  (Highest)  and  2 
bove  Average)  for  Safety — relative 
all  1700  stocks. 

OCKS  AT  DISCOUNTS 
tOM  LIQUIDATING  VALUE— 

explained  above. 

EST  PERFORMING  STOCKS 

The  50  or  so  stocks  that  have  gone 
most  (or  down  least)  in  price  over 


the  last  13  weeks.  The  best  perfor- 
mances currently  range  from 
+  115.4%  to  +26.3%. 
WORST  PERFORMING  STOCKS 

— The  50  or  so  stocks  that  have 
gone  down  most  (or  up  least)  in 
price  over  the  last  13  weeks.  The 
worst  performances  currently  range 
from  -47.9%  to  -21.7%. 

You  Get  All  This,  Too 

In  addition  to  these  Special  Stock 
Selectors,  every  week— for  EACH 
of  1700  stocks— Value  Line's  week- 
ly Summary  &  Index  shows  the  cur- 
rent ratings/measurements  for 
Price  Performance,  Safety,  Yield, 
Long-Term  Appreciation,  P/E 
Ratio,  Beta  .  .  .  plus  earnings  and 
dividend  data,  past  actual  and  future 
estimated. 

Every  week  you  also  receive  new 
full-page  Ratings  &  Reports  on 
about  130  stocks,  updating  and  re- 
placing the  previous  reports  on  the 
same  stocks  which  are  in  your  bind- 
er. During  a  13-week  cycle,  new  re- 
ports like  this  are  issued  on  all  1 700 
stocks.  The  Ratings  &  Reports  in- 
clude detailed  price/volume  charts 
and  22  series  of  vital  statistics  go- 
ing back  15  years  and  estimated  3 
to  5  years  ahead.  Filing  takes  less 
than  a  minute  a  week.  All  this  mate- 
rial is  so  organized  in  your  binder 
that  you  can  quickly  turn  to  a  con- 
tinually updated  report  on  almost 
any  leading  stock. 

Special  Invitation 

You  can  receive  the  complete  Value 


Line  Investment  Survey  (with  full 
30-day  money-back  guarantee)  for 
the  next  10  weeks  for  only  $29— 
about  HALF  the  regular  rate— if  no 
one  in  your  household  has  sub- 
scribed in  the  past  two  years.  And 
you  get  these  2  bonuses: 

BONUS  #1  — 

Value  Line's  2400- 
page  Investors 
Reference  Service, 
including  our  lat- 
est-full-page Re- 
ports on  each  of 
1700  stocks  .  .  . 
fully  indexed  and 
looseleaf-bound  for  easy  reference, 
and  systematically  updated  by  new 
full-page  Reports  in  the  weeks 
ahead. 

BONUS  #2— 

Investing  in  Com- 
mon Stocks,  the 
64-page  "classic" 
by  Arnold  Bern- 
hard,  Value  Line's 
founder  and  re- 
search chief,  re- 
vealing methods 


Investing  in 
Common  Stocks 


-Mb  lb<  lid  rJ 

Tbt  Value  Line  Raokiogs 
aod  other  Criteria  of 
Slock  Value 


of  stock  evaluation  that  took  decades 
to  refine.  You  KEEP  this  book  even 
if  you  return  the  other  material  for 
your  money  back. 

This  subscription  is  tax-deductible 
if  utilized  to  aid  in  the  management 
of  your  investments. 

To  accept  this  no-risk  double-bonus 
invitation,  mail  the  coupon  today. 


[The  Value  Line  Investment  Survey  A; 


Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th 

□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  rr.e  for 
$295.  (Does  not  include  the  calculator.) 


St.  •  New  York,  N.Y.  10017 


616M15 


SIGNATURE 


•  oca 

cc  roc 
re  roe 

!   I  BO 

l  rooc 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 
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The  Next  Bull  Market 

By  Richard  B.  Hoey 

". . .  The  combination  of  a  recession  or  growth 

recession  and  a  strong  dollar  recovery  by 

late  1979  should  generate  a  powerful  bull  market 


B 


'ear  markets  don't  last  forever.  The 
next  major  bull  market  is  likely  to  be 
under  way  by  late  1979. 

That  bull  market  should  coincide  with, 
and  in  large  part  be  caused  by,  a  reces- 
sion or  growth  recession.  Investors 
should  remember  that  the  stock  market 
discounts  a  recession  in  advance.  By  the 
time  the  recession  occurs,  it's  a  sign  that 
better  times  are  coming  for  stocks. 

An  upsurge  of  inflation  and  interest 
rates,  which  will  probably  occur  during 
the  next  12  months,  should  be  the  cause 
ol  the  slowdown. 

Economic  expansion  uses  credit  and 
drives  up  interest  rates.  It  also  creates 
upward  pressure  on  the  rate  of  inflation. 
The  sorry  truth  is  that  over  the  last  year 
the  U.S.  government  adopted  highly  in- 
flationary policies.  Only  a  major  econom- 
ic slowdown  is  likely  to  reduce  the  re- 
sulting inflationary  pressures. 

By  early  1979  there  should  be  strong 
inflation  and  higher  interest  rates.  This 
combination  should  create  downward 
pressure  on  the  economy  sufficient  to 
generate  a  growth  recession  or  mild  re- 
cession late  next  year. 

Analysis  of  leading  indicators  suggests 
that  while  some  slowing  of  economic  ac- 
tivity could  occur  this  year,  the  real  re- 
cessionary risks  are  for  1979. 

Recessions  create  a  decline  in  interest 
rates  from  the  cyclical  peak.  Stocks  tend 
to  begin  a  broad  rise  during  a  recession 
because  interest  rates  begin  to  decline 
and  investors  begin  to  anticipate  the  re- 
surgence of  corporate  profits  that  will 
occur  once  the  recession  is  over.  The  last 
two  major  market  lows  occurred  in  May 
1970  and  December  1974,  during  the 
middle  of  the  last  two  recessions. 

In  the  current  interest  cycle,  the  be- 
havior of  the  dollar  should  reinforce  the 
normal  cyclical  pressures.  I  can't  be  very 

Richard  B.  Hoey  is  a  vice  president  and  in- 
vestment strategist  at  Bache  Halsey  Stuart 
Shields. 


bullish  on  the  dollar  as  long  as  inflation- 
ary pressures  in  the  U.S.  are  as  intense 
as  they  are  now.  When  and  if  the  U.S. 
slides  into  a  recession,  however,  the  dol- 
lar is  likely  to  strengthen.  Inflationary 
pressures  tend  to  ease  during  and  after  a 
recession.  A  recession  would  cause  a 
slowdown  in  U.S.  imports,  which  should 
reduce  the  deficit  in  the  balance  of  trade. 

A  strong  rise  in  the  dollar  would  in- 
crease the  willingness  of  foreign  inves- 
tors to  buy  U.S.  stocks  and  bonds.  The 
combination  of  a  recession  or  growth 
recession  and  a  strong  dollar  recovery  by 
late  1979  should  generate  a  powerf  ul  bull 
market  late  next  year.  This  bull  market 
should  begin  after  the  cyclical  peak  in 
interest  rates  in  early  1979. 

On  the  ides  of  March,  Chairman  Wil- 
liam Miller  made  a  strong  attack  on  infla- 
tion. Beware  of  Federal  Reserve  chair- 
men who  make  speeches  attacking 
inflation  for  they  will  raise  interest  rates 
sooner  or  later. 

I  wouldn't  expect  any  big  rise  in  inter- 
est rates  in  the  next  several  months, 
however.  There's  always  a  seasonal 
pause  in  Treasury  financing  of  the  bud- 
get deficit  in  the  second  quarter,  and 
foreign  central  banks  have  been  buying 
massive  amounts  of  Treasury  bills  re- 
cently. But  by  the  end  of  1978,  the  prob- 
lem of  financing  the  deficit  will  become 
much  more  severe. 

International  Business  Machines 
(239),  which  earned  $18.30  last  year, 
with  $20.50  estimated  for  1978,  has 
dropped  to  nearly  a  5%  yield.  While  the 
fundamentals  remain  intact,  institutional 
disenchantment  with  the  stock  might 
make  IBM  a  laggard  in  the  short  run. 
Depending  upon  the  price  of  the  stock 
and  the  options,  yield-conscious  inves- 
tors might  consider  selling  call  options 
against  the  stock.  This  could  generate 
extra  income  if  the  stock  enters  a  period 
of  stagnant  performance.  Be  sure,  how- 
ever, to  check  with  a  broker  approved  to 
give  option  advice  before  acting. 

IBM  is  one  of  the  few  companies  that 
could  benefit  materially  from  a  stock 
split.  Its  triple-digit  price  discourages 


individual  investors  from  buying  it.  If  it 
split  10-for-l,  it  would  lower  the  cost  of  a 
round  lot  to  $2, .500.  This  would  broaden 
public  interest  in  the  stock  and  probably 
increase  its  price/earnings  multiple.  So 
far,  there  is  no  indication  that  IBM 
would  consider  such  a  major  split.  But 
there  is  a  logical  case  for  such  a  move  at  a 
time  when  institutional  interest  in  the 
stock  has  been  waning. 

Because  of  its  superior  long-term  pros- 
pects, IBM  is  an  ideal  stock  for  dollar 
cost  averaging.  Psychologically,  howev- 
er, it's  a  lot  easier  for  the  average  inves- 
tor to  buy  100  shares  a  year  of  a  stock 
that  costs  $24  than  ten  shares  a  year  of  a 
stock  that  costs  $240. 

The  tender  offering  for  Interpcx)l  has 
generated  new  interest  in  container-leas- 
ing stocks.  I  would  buy  Flexivan  (18), 
which  earned  $3  last  year  and  is  selling 
below  five  times  this  year's  estimated 
earnings  of  $4.20. 

I  have  been  impressed  with  the  per- 
formance of  Wendy's  (38).  Earnings 
jumped  78%  in  1977,  to  $2.12,  and  are 
estimated  at  $3.25  for  1978.  There  is  a 
good  chance  that  earnings  should  com- 
pound at  a  40%  annual  rate  over  the  next 
three  to  five  years.  This  fast-food  com- 
pany has  developed  a  restaurant  format 
with  broad  appeal  and  appears  to  be  in 
the  middle  of  its  rapid  growth  phase.  Its 
dividend  yield  is  minimal  since  the  com- 
pany is  plowing  most  of  its  earnings  back 
into  expansion. 

For  yield-sensitive  investors,  I  recom- 
mend Northern  Natural  Gas  (39).  Earn- 
ings, which  were  $6.11  in  1977,  are  esti- 
mated at  $7  for  1978  and  should  rise  to 
over  $10  by  1981,  with  dividends  moving 
up  from  $2.40  to  $3.80. 

I  still  like  Holiday  Inns  (15).  The  rising 
percentage  of  its  rooms  that  are  being 
filled  by  paying  customers  is  the  basic 
force  driving  the  earnings  gains  for  Holi- 
day Inns.  Earnings  rose  35%  last  year,  to 
$1.71,  and  should  rise  17%  this  year,  to 
$2.  The  company  should  benefit  from  a 
combination  of  a  2%-to-3%  rise  in  its 
occupancy  ratio  and  an  8%-to-9%  rise  in 
room  rates  during  1978.  ■ 
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4th  Annual  FORBES  Arabic  Issue  will 
jblished  September,  1978. 

be  distributed  to  a  carefully-researched  list 
er  20,000  businessmen,  financiers,  journalists, 
rnment  and  educational  leaders  throughout 
iddle  East. 


:E  AVAILABILITIES  AND  RATES: 


bur-color  page  $3,190 

Two-color  page  $2,585 

Black  &  White  page  $2,200 

Two-thirds  page  or  less  $1,650 
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9  focus  of  international  power  and  wealth 
more  and  more  to  the  energy-affluent  nations 

Middle  East,  the  importance  of  communi- 
g  with  this  critical  market  escapes  no  business 
jtive  with  bottom-line  responsibilities  for  his 
>ration. 

now  to  advertise  in  the  4th  Annual  Arabic 
of  FORBES.  This  is  probably  the  most  impor- 
ingle  opportunity  of  the  year  to  present  your 
any's  message  to  the  center  of  influence  in 
's  Arab-speaking  world.  Don't  fail  to  be 
sented. 


"My  warmest  congratulations  on  the 
successful  Arabic  version  of  Forbes." 
Hisham  M.  Nazer,  Minister  of  Planning, 
Kingdom  of  Saudi  Arabia 


"Fascinating  issue . 
Edmund  T.  Pratt,  Jr. 


. .  an  important  thing  to  do.' 
Chairman,  Pfizer,  Inc. 


"You  do  an  outstanding  job  on  the  Arabic  issues 
and  we  are  pleased  that  we  are  part  of  them." 
Gerald  H.  Trautman,  Chairman,  The  Greyhound 
Corporation 

"Forbes  is  as  good  in  Arabic  as  it  is  in  English 
which,  of  course,  surprises  no  one." 
AH  Bengelloun,  The  Ambassador  of  Morocco 

"An  outstanding  effort." 
Albert  V.  Casey,  Chairman  &  President, 
American  Airlines,  Inc. 

"The  efforts  of  your  editorial  staff  are 
doing  much  to  promote  understanding 
and  trade  with  the  Arab  World.  We 
applaud  your  efforts." 
P.  H.  Henson,  Chairman, 
United  Telecommunications.  Inc. 
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■  -         on  the 
OUghtS  . . .  Business  of  Life 


I  am  suffocated  and  lost  when  I  have 
not  the  bright  feeling  of  progression. 
Margaret  Fuller 


We  will  often  find  compensation  if  we 
think  more  of  what  life  has  given  us  and 
less  about  what  life  has  taken  away. 
William  Barclay 


Most  men  employ  the  first  part  of  life 
to  make  the  rest  miserable. 
Jean  de  la  Bruyere 


What  happens  to  us  is  nothing. 
What  happens  in  us  is  as 
inexhaustible  and  infinite  as 
eternity  through  which  we  pass. 
Jeno  Hectai 


This  world  is  a  comedy  to  those  that 
think,  a  tragedy  to  those  that  feel. 
Horace  Walpole 


The  human  condition  suffers  from 
the  fact  that  our  sins  and  our  guilt 
are  cumulative,  we  may  assuage,  we  may 
forgive,  but  have  no  way  to  forget. 
Joshua  Lederberg 


Never  a  tear  bedims  the  eye  that 
time  and  patience  will  not  dry. 
Bret  Harte 


Grow  old  along  with  me!  The  best 
is  yet  to  be,  the  last  of  life,  for 
which  the  first  was  made. 
Robert  Browning 


"Walk  in  the  sunlight  and  let 

the  shadows  fall  behind.  '  Don't 

some  of  us  eleet  sometimes  to 

let  the  sunshine  of  other  days 

east  shadows  ahead  of  us — and  walk 

in  these  shadows?  Don't  we  sometimes 

indulge  too  much  in  vain  regrets 

over  the  past?  Walking  in  the 

sunlight,  we  gain  strength: 

walking  in  shadows  weakens. 

B.C.  Forbes 


Learn  to  laugh  with  others,  and 
most  important,  at  yourself. 
Frank  Tyger 


If  you  wish  to  appear  agreeable  in 
society,  you  must  consent  to  be  taught 
many  things  which  you  already  know. 
John  Lavater 


The  rice  grain  suffers  under  the  blow 
of  the  pestle.  But  admire  its  whiteness 
once  the  ordeal  is  over.  So  it  is 
with  men  and  the  world  we  live  in. 
To  be  a  man  one  must  suffer  the 
blows  of  misfortune. 
Ho  Chi  Minh 


As  soon  as  one  trouble  is 

disposed  of,  another  takes  its  place. 

William  Feather 


Courage  conquers  all  things. 
Ovid 


I  still  find  each  day  too  short  for 
all  the  thoughts  I  want  to  think,  all 
the  walks  I  want  to  take,  all  the  books 
I  want  to  read,  and  all  the  friends  I 
want  to  see.  The  longer  I  live,  the 
more  my  mind  dwells  upon  the  beauty 
and  the  wonder  of  the  world. 
John  Burroughs 


No  man  correctly  informed  as  to  the 
past  will  be  disposed  to  take  a  morose 
or  desponding  view  of  the  present. 
Thomas  Macaulay 


Every  period  of  life  is  obliged  to 
borrow  its  happiness  from  time  to  come. 
Samuel  Johnson 


It  is  wrong  to  sorrow  without  ceasing. 
Homer 


Men  who  are  unhappy,  like  men  who 
sleep  badly,  are  proud  of  the  fact. 
Bertrand  Russell 


Am  I  united  with  my  friend 
in  heart,  what  matters  if 
our  place  be  wide  apart? 
Anwar-I-Suheili 


Deficit:  What  you  have 
left  after  paying  your  taxes. 
Arnold  Glasow 


I'm  proud  to  be  paying  taxes  to  the 
U.S.  The  only  thing  is — I  could  be 
just  as  proud  for  half  the  money. 
Arthur  Godfrey 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue.  New 
York,  NY.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders . 


A  Text . . . 


Sent  in  by  Joseph  Emory,  Youngstown.  Ohio. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Do  justice  to  the  afflicted  and  needy. 
Psalm  82:3 
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